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MUTUAL SECURITY ACT OF 1956 


TUESDAY, MARCH 20, 1956 


Hovusr oF REPRESENTATIVES, 
CoMMITTEE ON ForEIGN AFFAIRS, 
Washington, D. C. 

The committee met, pursvant to call, in room G-—3, United States 
Capitol, at 10:40 a. m., the Honorable James P. Richards (chair- 
man) presiding. 

Chairman Ricuarps. The committee will come to order, please. 

Ladies and gentlemen, we have before us here for consideration 
this morning a committee print of the Mutual Security Act of 1956. 

I also call to the attention of the committee that in addition to 
the committee print of the bill you have before you the Ramseyer 
print, and also the section-by-section analysis of the bill. There is 
also a copy of the President’s message. 

I had hoped to have this committee print here for your consideration 
before this, but there were some changes that had to be made. 

You will also notice that you have four presentation books before 

ou. There is | unclassified book, and there are 3 secret presentation 
hecien, for which each member will be responsible during the committee 
meetings. 

After each committee meeting the books will be taken up by a 
representative of the Defense Department and kept in the custody of 
the Defense Department. Each member will remember to keep 
these books together during sessions of the committee. 

(The committee print referred to is as follows:) 


[Committee print] 


A BILL To amend further the Mutual Security Act of 1954, as amended, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That this Act may be cited as the ‘‘ Mutual Security 
Act of 1956”. 

Sec. 2. Title I, chapter 1, of the Mutual Security Act of 1954, as amended, 
which relates to military assistance, is further amended as follows: 

(a) In section 103 (a), which relates to authorizations, add the following new 
paragraph: ; 

(3) In addition, there is hereby authorized to be appropriated to the President 
to carry out the purposes of this chapter not to exceed $2,925,000,000 to remain 
available until expended.” 

(b) In section 105 (c), which relates to delivery ceilings for military assistance, 
strike out ‘'$617,500,000’’, ‘‘$181,200,000”’, ‘‘$583,600,000”’, and ‘‘$13,000,000” 
and substitute ‘$766,100,000’, ‘‘$608,200,000”’, ‘$2,131,900,000”, and ‘‘$58,- 
400,000’’, respectively. 

Sec. 3. Title I, chapter 3, of the Mutual Security Act of 1954, as amended, 
which relates to defense support, is further amended by substituting a semicolon 
for the period after ‘‘Asia’’ in subsection (c) of section 131 and inserting thereafter 
“and for the fiscal year 1957 not to exceed— 

(1) $78,700,000 for Europe (excluding Greece and Turkey); 

“*(2) $170,000,000 for the Near East (including Greece and Turkey) and 
Africa; and 

**(3) $882,000,000 for Asia.” 











2 MUTUAL SECURITY ACT OF 1956 


Sec. 4. Title II of the Mutual Security Act of 1954, as amended, which relates 
to development assistance, is further amended by changing section 201, which 
relates to authorization, as follows: In subsection (a) (3), strike ‘‘the other Amer- 
ican Republics and non-self-governing territories of the Western Hemisphere” 
and substitute ‘‘Latin America’’; in subsection (c), after ‘$38,000,000’, insert 
“and for the fiscal vear 1957 not to exceed $63,000,000, $80,000,000 and 
$27,000,000,”’; and add the following new subsection: 

‘(d) Funds made available under this title may be used for expenses (other than 
those provided for under section 411 (c) of this Act) to assist in carrying out 
functions under the Agricultural Trade Development and Assistance Act of 1954, 
as amended (7 U. S. C. 1691 and the following), delegated or assigned to any 
agency or officer administering nonmilitary assistance.”’ 

Sec. 5. Title IIL of the Mutual Security Act of 1954, as amended, which relates 
to technical cooperation, is further amended as follows: 

(a) In section 304 (b), which relates to authorization, after ‘$146,500,000”’, 
insert ‘‘, and for the fiscal year 1957 not to exceed $140,500,000,”’. 

(b) In section 306, which relates to multilateral technical cooperation: 

(1) In subsection (a), which relates to contributions to the United Nations 
Expanded Program of Technical Assistance, strike out all following ‘'1956”’ and 
substitute ‘‘, and $15,500,000 for the fiseal year 1957, for such contributions;” 

(2) In subsection (b), which relates to contributions to the technical coopera- 
tion programs of the Organization of American States, strike out all following 
“1956” and substitute “, and $1,500,000 for the fiscal year 1957, for such 
contributions.” 

(ce) In section 307, which relates to advances, grants, and contracts, strike out 
all following ‘‘Congress”’ in the last sentence thereof and substitute ‘‘and except 
as provided in section 421, extend at any time for not more than three years.”’. 

Sec. 6. Title IV of the Mutual Security Act of 1954, as amended, which relates 
to other programs, is further amended, as follows: 

(a) Amend section 401, which relates to special fund, as follows: 

(1) In the first sentence of subsection (a), strike out $50,000,000” and sub- 
stitute ‘$200,000,000’’, and after ‘such Acts’’ insert ‘‘(and not to exceed 
$100,000,000 of funds made available under this section may be used in any fiscal 
vear for such purposes without regard to the requirements of this or any other 
Act)’’: and in the last sentence thereof substitute “$40,000,000” for ‘$20,000,000’. 

(2) In subsection (b), after ‘$100,000,000", insert ‘‘, and for the fiscal year 
1957 not to exceed $100,000,000,’’. 

(b) In section 402, which relates to earmarking of funds, after “$300,000,000”’, 
insert ‘‘, and of the funds so authorized for the fiscal year 1957 not less than 
$250,000,.000,’’. 

(ec) In section 403 (b), which relates to special assistance in joint control areas, 
after ‘$21,000,000, insert ‘‘, and for the fiseal year 1957 not to exceed 
$12,200,000,’’. 

(d) Section 405, which relates to migrants, refugees and escapees, is amended 
as follows: 

(1) In subsection (c), after ‘$1,400,000’, insert ‘“, and for the fiscal year 1957 
not to exceed $2,300,000,’’. 

(2) In subsection (d), after “$6,000,000”, insert “, and for the fiscal year 1957 
not to exceed $7,000,000,” 

(e) In section 406 (b), which relates to children’s welfare, after “$14,500,000”, 
insert “, and for the fiscal year 1957 not to exceed $10,000,000,”’. 

(f) In section 407 (b), which relates to Palestine refugees in the Near East, 
strike ‘‘for the fiscal year 1956’. 

(g) Amend section 409, which relates to ocean freight charges, as follows: 

(1) In subsection (ec), after ‘“S2,000,000” in the last sentence thereof, insert 
, and for the fiseal year 1957 not to exceed $1,400,000,”’. 

(2) Insert in subsection (d), after “$13,000,000” in the first sentence thereof, 
“and for the fiseal year 1957 not to exceed $14,000,000,’’. 

(h) In section 410, which relates to Control Act expenses, after ‘$1,175,000’ 
in the first sentence thereof, insert, ‘‘and for the fiscal year 1957 not to exceed 
$1,175,000". 

(i) Amend section 411, which relates to administrative and other expenses, as 
follows: 

(1) In section 411 (b), strike all that follows “$35,225,000,” and insert ‘‘and 
for the fiscal year 1957 not to exceed $35,250,000, for necessary administrative 
expenses incident to carrying out the provisions of this Act (other than chapter 
1 of title I and section 124).’’. 
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(2) Redesignate subsection ‘‘(c)”’ as subsection ‘‘(e),’”’ and insert after subsec- 
tion (b) the following new subsections: 

“(e) Not to exceed $1,500,000 of funds made available under title II may be 
transferred in the fiscal year 1957 for necessary administrative expenses not 
otherwise provided for incident to carrying out functions under the Agricultural 
Trade Development and Assistance Act of 1954, as amended (7 U.S. C. 1691 and 
the following), delegated or assigned to any agency or officer administering non- 
military assistance, and the amounts so transferred shall be consolidated with 
funds made available pursuant to this section for said fiscal year. 

“‘(d) There are authorized to be appropriated to the Department of State such 
amounts as may be necessary from time to time for administrative expenses 
which are incurred for normal functions of the Department which relate to 
functions under this Act.” 

()) Amend section 413 (b) (4) as follows: 

(1) Substitute “June 30, 1962” for “June 30, 1957.” 

(2) Amend subparagraph (F) to read as follows: 

“(F) the President is authorized to issue guaranties up to a total face value 
of $350,000,000 exclusive of informational media guaranties heretofore and 
hereafter issued pursuant to section 1011 of the Act of January 27, 1948, as 
amended (22 U. 8. C. 1446) and section 111 (b) (3) of the Economie Coop- 
eration Act of 1948, as amended (22 U.S. C. 1509): Provided, That any funds 
allocated to a guaranty and remaining after all liability of the United States 
assumed in connection therewith has been released, discharged, or otherwise 
terminated, and funds realized after June 30, 1955, from the sale of currencies 
or other assets acquired pursuant to subparagraph (C), shall be available for 
allocation to other guaranties, and the foregoing limitation shall be increased 
to the extent that such funds become available. Any payments made to 
discharge liabilities under guaranties issued under this paragraph shall be 
paid out of fees collected under subparagraph (E) as long as such fees are 
available, and thereafter shall be paid out of funds realized from the sale of 
currencies or other assets acquired pursuant to subparagraph (C) and notes 
which have been issued under authority of paragraph 111 (c) (2) of the 
Economie Cooperation Act of 1948, as amended, when necessary to discharge 
liabilities under any such guaranty: Provided, That all guaranties issued 
after June 30, 1956, pursuant to this paragraph shall be considered for the 
purposes of sections 3679 (31 U.S. C. 665) and 3732 (41 U.S. C. 11) of the 
Revised Statutes, as amended, as obligations only to the extent of the prob- 
able ultimate net cost to the United States of such guaranties; and the 
President shall, in the submission to the Congress of the reports required by 
section 534 of this Act, include information on the operation of this paragraph: 
Provided further, That at all times funds shall be allocated to all outstanding 
guaranties issued prior to July 1, 1956, exclusive of informational media 
guaranties issued pursuant to section 1011 of the Act of January 27, 1948, 
as amended (22 U. 8S. C. 1446), and section 111 (b) (3) of the Economie 
Cooperation Act of 1948, as amended, equal to the sum of the face value 
of said guaranties.”’ 

(k) Amend section 415, which relates to assistance to international organization, 
as follows: 

(1) Change “ORGANIZATION” in the title to “ORGANIZATIONS”. 

(2) After ‘‘the North Atlantic Treaty Organization’’, insert ‘‘and the Organiza- 
tion for European Economie Cooperation”’. 

(1) Add the following new sections: 

“Sec. 420. Spectra, AUTHORIZATION FOR THE MIDDLE EAST AND AFRICA.— 
There is hereby authorized to be appropriated to the President for the fiscal year 
1957 not to exceed $100,000,000 for assistance in the general area of the Middle 
East and Africa in accordance with provisions in this Act applicable to the furnish- 
ing of assistance under chapter 3 of title I, title II, title III, or section 407. 

“Sec. 421. Speciric LONGER TERM COMMITMENT FOR EcoNomic DEVELOP- 
MENT.—The Congress recognizes the desirability of making more effective the 
assistance provided by the United States to long-term projects for economic 
development and recognizes further that increased participation by other govern- 
ments, international institutions, and private investors in financing such projects 
would be facilitated if the United States were willing to make longer-term commit- 
ments for assistance to such projects. Accordingly, the President is authorized 
to enter into commitments for assistance to be provided to such projects in accord- 
ance with provisions of law applicable at the time such commitments are made: 
Provided, That at no time shall any commitment made pursuant to this section 
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extend for more than ten years: Provided further, That the funds used to fulfil] 
commitments made pursuant to this section may be taken from, but only from, 
any funds which may be made available for foreign nonmilitary assistance under 
this Act or any later Act providing for foreign assistance, and may be used to 
fulfill such commitments in accordance with the provisions of law applicable at 
the time any such commitment was made: Provided further, That not to exceed 
$100,000,000 of new funds which may be made available for foreign nonmilitary 
assistance under any such Act in any single fiscal year may be applied to fulfill 
commitments made under this section.” 

Src. 7. Title V, chapter 1, of the Mutual Security Act of 1954, as amended, 
which relates to general provisions, is further amended as follows: 

(a) In section 501, which relates to transferability of funds, strike out the last 
two sentences. 

(b) In section 507, which relates to availability of funds, after ‘‘students),”’, 
insert ‘“‘and other provisions of this Act,’’. 

(c) In section 509, which relates to shipping on United States vessels, after 
“this Act’ in the last sentence thereof, insert ‘‘or the Agricultural Trade Develop- 
ment and Assistance Act of 1954, as amended (7 U.S. C. 1691 and the following),’’. 

Src. 8. Title V, chapter 2, of the Mutual Security Act of 1954, as amended, 
which relates to organization and administration, is further amended as follows: 

(a) In section 522, which relates to allocation and reimbursement among agen- 
cies, add the following new subsection: 

“‘(f) Any appropriation made to carry out the provisions of this Act may initially 
be charged, within the limits of available funds, to finance expenses for which 
funds are available in other appropriations made under this Act: Provided, That 
as of the end of the same fiscal vear such expenses shall be finally charged to 
applicable appropriations with proper credit to the appropriations initially utilized 
for financing purposes.”’. 

(b) In section 530, which relates to experts and consultants or organizations 
thereof, insert before the period at the end of subsection (a) the following: ‘: 
Provided, That contracts for such employment with such organizations may be 
renewed annually”’. 

(c) In section 532, which relates to exemption of personnel from certain Federal 
laws, add the following at the end of subsection (a): “Contracts for the empoy- 
ment of retired military personnel as experts or consultants under section 530 
(a) may be renewed annually, notwithstanding section 15 of the Act of August 2, 
1946 (5 U.S. C. 55a).” 

(d) Amend section 535, which relates to cooperation with international 
organizations, as follows: 

(1) Insert “NATIONS AND” after ‘‘WITH” in the title. 

(2) Amend subsection (b) to read: “Whenever the President determines it to 
be in furtherance of the purposes of this Act, United States Government agencies, 
on request of international organizations, are authorized to furnish supplies, 
materials, and services, and on request of nations, are authorized to furnish non- 
military supplies, materials, and services, to such organizations and nations on 
an advance of funds or reimbursement basis. Such advances, or reimbursements 
which are received under this subsection within one hundred eighty davs after 
the close of the fiscal year in which such sunplies, materials, and services are 
delivered, may be credited to the current applicable appropriation or fund of the 
agency concerned and shall be available for the purposes for which such appro- 
priations and funds are authorized to be used.” 

(e) Add the following new section: 

“Src. 537. Provistons oN Usks or Funps.— 

(a) Appropriations for the purposes of this Act (except for chapter 1 of title 
I and section 124), allocations to any United States Government agency, from 
any other appropriations, for functions directly related to the purposes of this 
Act, and funds made available for other purposes to any agency administering 
non-military assistance, shall be available for: 

“(1) rents in the District of Columbia for the fiscal year 1957; 

**(2) expenses of attendance at meetings concerned with the purposes of 
such appropriations, including (notwithstanding the provisions of section 9 
of the Act of March 4, 1909 (31 U. S. C. 673)), expenses in connection with 
meetings of persons whose employment is authorized by section 530 of this 
Act; 

(3) employment of aliens, by contract, for services abroad; 

(4) purchase, maintenance, operation, and hire of aircraft: Provided, 
That aircraft for administrative purposes may be purchased only as 
specifically provided for in an appropriation or other Act; 
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(5) purchase and hire of passenger motor vehicles: Provided, That, 
except as may otherwise be provided in an appropriation or other Act, 
passenger motor vehicles abroad for administrative purposes may be pur- 
chased for replacement only and such vehicles may be exchanged or sold and 
replaced by an equal number of such vehicles and the cost, including exchnge 
allowance, of each such replacement shall not exceed $3,300 in the case of 
an automobile for the chief of any special mission or staff abroad established 
under section 526 of this Act: Provided further, That passenger motor vehicles 
may be purchased for use in the continental United States only as may be 
specifically provided in an appropriation or other Act; 

(6) entertainment within the United States (not to exceed $15,000 in any 
fiscal year except as may otherwise be provided in an appropriation or other 
Act); 

““(7) exchange of funds without regard to section 3651 of the Revised 
Statutes (31 U.S. C. 543), and loss by exchange; 

(8) expenditures (not to exceed $50,000 in any fiscal year except as may 
otherwise be provided in an appropriation or other Act) of a confidential 
character other than entertainment, provided that a certificate of the amount 
of each such expenditure, the nature of which it is considered inadvisable 
to specify, shall be made by an officer administering nonmilitary assistance, 
or such person as he may designate, and every such certificate shall be 
deemed a sufficient voucher for the amount therein specified; 

(9) insurance of official motor vehicles in foreign countries; 

(10) rental of quarters outside the continental limits of the United 
States to house employees of the United States Government (without regard 
to section 322 of the Act of June 30, 1932, as amended (40 U.S. C. 278a)), 
lease, necessary repairs and alterations to quarters; 

(11) actual expenses of preparing and transporting to their former homes 
in the United States or elsewhere, and of care and disposition of, the remains 
of persons or members of the families of persons who may die while such 
persons are away from their homes participating in activities carried out 
with funds covered by this subsection (a); 

**(12) purchase of uniforms; 

(13) payment of per diem in lieu of subsistence to foreign participants 
engaged in any program of furnishing technical information and assistance, 
while such participants are away from their homes in countries other than 
the continental United States, at rates not in excess of those prescribed by 
the Standardized Government Travel Regulations, notwithstanding any 
other provision of law; 

“*(14) expenses authorized by the Foreign Service Act of 1946, as amended 
(22 U. S. & 801 and the following), not otherwise provided for; 

(15) ice and drinking water for use abroad; 

**(16) services of commissioned officers of the Public Health Service and of 
the Coast and Geodetic Survey, and for the purposes of providing such serv- 
ices the Public Health Service may appoint not to exceed twenty officers in 
the regular corps to grades above that of senior assistant, but not above that 
of director, as otherwise authorized in accordance with section 711 of the Act 
of July 1, 1944, as amended (42 U. 8. C. 211a), and the Coast and Geodetic 
Survey may appoint for such purposes not to exceed twenty commissioned 
officers in addition to those otherwise authorized; 

(17) expenses in connection with travel of personnel outside the contin- 
ental United States, including travel expenses of dependents (including 
expenses during necessary stopovers while engaged in such travel) and 
transportation of personal effects, household goods, and automobiles of such 
personnel when any part of such travel or transportation begins in one fiscal 
year pursuant to travel orders issued in that fiscal year, notwithstanding the 
fact that such travel or transportation may not be completed during that same 
fiscal year, and cost of transporting to and from a place of storage, and the 
cost of storing, the furniture and household and personal effects of any em- 
ployee (i) for not to exceed three months after first arrival at a new post, 
(ii) when an employee is assigned to a post to which he cannot take, or at 
which he is unable to use, his furniture and household and personal effects, 
or (iii) when such storage would avoid the cost of transporting such furniture 
and effects from one location to another, under such regulations as an officer 
administering nonmilitary assistance, or such person as he may designate, 
may prescribe. 

“(18) payment of unusual expenses incident to the operation and main- 
tenance of official residences for chiefs of special missions or staffs serving in 
accordance with section 526 of this Act. 
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“(b) United States Government agencies are authorized to pay the costs of 
health and accident insurance for foreign participants in any exchange-of-persons 
program or any program of furnishing technical information and assistance admin- 
istered by any such agency while such participants are en route or absent from 
their homes for purposes of participation in any such program.” 

Sec. 9. Title V, chapter 3, of the Mutual Security Act of 1954, as amended, 
which relates to repeal and miscellaneous provisions, is further amended as follows: 

(a) Section 544, which relates to amendments to other laws, is further amended 
by adding the following new subsections: 

“(e) In section 4 of the Act of May 26, 1949 (63 Stat. 111, 5 U. S. C. 151e) 
insert after the words ‘such functions’ the following: ‘, including if he shall so 
specify the authority successively to redelegate any of such functions,’. 

‘“‘(d) In the first sentence of section 32 (b) (2) of the Surplus Property Act of 
1944, as amended (50 U. 8. C. App. 1622 and the following), after ‘any agency 
thereof’, insert ‘, including amounts received in repayment of principal or interest 
on any loan made under section 505 (b) of the Mutual Security Act of 1954, as 
amended,’. 

“(e) Section 933 of the Foreign Service Act of 1946, as amended (22 U.S. C. 
1148) is hereby amended by inserting after ‘continental United St»tes’ where it 
appears in both subsection (a) and subsection (b) of that section ‘, its Territories 
and possessions,’. 

f) Section 1441 (ec) of the Internal Revenue Code of 1954 is hereby amended 
by inserting after paragraph 5 the following new paragraph: 

‘““(6) PER DIEM OF CERTAIN ALIENS. No deduction or withholding under 
subsection (a) shall be required in the case of amounts of per diem for sub- 
sistence paid by the United States Government (directly or by contract) to 
anv nonresident alien individual who is engaged in anv program of training 
in the United States under the Mutual Security Act of 1954, as amended.’ 

“(g¢) Section 1011 of the United States Information and * dueational ° *vchange 
Act of 1948, as amended (22 U. 8. C. 1442), is amended bv inserting ‘(a)’ hefore 
‘The Director’, by deleting everything after the words ‘national interests of the 
United States’, by inserting a period at that point, and by inserting the following 
new subsections 

bh) The Director is authorized to assume the obligation of not to exceed 
$28,000,000 of the notes authorized to be issued pursuant to subsection 111 (e) (°) 
of the Feonomic Cooperation Act of 1948, as amended (22 U.S. C. 1509 (e) (2)) 
(together with the interest accrued and unpaid thereon) and to obtain ad- ances 
from time to time from the Secretary of the Treasury up to such amount, less 
amounts previously advanced on such notes, as provided for in said notes. Such 
advances shall be deposited in a special account in the Treasury available for pay- 
ments under informational media guaranties. 

‘‘“(e) The Director is authorized to make informational media guaranties with- 
out regard to the limitations of time contained in subsection 413 (hb) (4) of the 
Mutual Security Act of 1954, as amended (22 U.S. C. 1933 (bh) (4)), but the total 
of such guaranties outstanding at any one time shall not exceed the sim of the 
face amount of the notes assumed by the Director less the amounts previously 
advanced on such notes by the Secretary of the Treasury plus the amount o*° the 
funds in the special account referred to in subsection (9). 

“““(d) Foreign currencies available after June 30, 1955, from conversions made 
pursuant to the obligation of informational media guaranties may be sold, in 
accordance with Treasury Department regulations, for dollars which shall be 
deposited in the special account and shall be available for payments under new 
guaranties. 

““(e) Notwithstanding the provisions of subparagraph 413 (b) (4) (E) of the 
Mutual Security Act of 1954, as amended (22 U. 8. C. 1933 (b) (4) (E) ), (1) fees 
collected for the issuance of informational media guaranties shall be deposited in 
the special account and shall be available for payments under informational media 
guaranties; and (2) the Director may require the payment of a minimum charge of 
up to fifty dollars for issuance of guaranty contracts, or amendments thereto. 

‘““(f) The Director is further authorized, under such terms as he may prescribe, 
to make advance payments under informationa! media guaranties: Provided, That 
currencies receivable from holders of such guaranties on account of such advance 
payments shall be paid to the United States within nine months from the date of 
the advance payment and that appropriate security to assure such payments is 
required before any advance payment is made. 

‘(g) As soon as feasible after the enactment of this section, all assets, liabili- 
ties, income, expenses, and charges of whatever kind pertaining to informational 
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media guaranties, including any charges against the authority to issue notes pro- 
vided in section 111 (e) (2) of the Economie Cooperation Act of 1948, as amended, 
cumulative from the enactment of that Act, shall be accounted for separately from 
other guaranties issued pursuant to subsection 413 (b) of the Mutual Security Act 
of 1954, as amended (22 U.S. C. 1933 (b) ): Provided, That there shall be trans- 
ferred from the special account established pursuant to subsection (a) into the 
account available for payments under guaranties other than informational media 
guaranties, an amount equal to the total of the fees received for the issuance of 
guaranties other than informational media guaranties, and used to make payments 
under informational media guaranties.’.”’ 

(b) Section 545, which relates to definitions, is amended as follows 

(1) Add at the end of subsection (h) the following: ‘‘Notwithstanding the fore- 
going provisions of this subsection (h) and for the purpose of establishing a more 
equitable pricing system for transactions between the military departments and 
the Mutual Defense Assistance Program, the Secretary of Defense shall prescribe 
at the earliest practicable date, through appropriate pricing regulations of uni- 
form applicability, that the term ‘value’ (except in the case of excess equipment 
or materials) shall mean 

““(a) the price of equipment or materials obtaining for similar transactions 
between the Armed Forces of the United States; or 

“(b) where there are no similar transactions within the meaning of (a 
above, the gross cost to the United States adjusted as appropriate for con- 
dition and market value.” 

(2) Add the following new subsections: 

““(j) The term ‘ageney administering nonmilitary assistance’ shall refer to any 
agency to which authorities and functions under chapter 3 of title I, title II, 
title III, or title 1V of this Act are delegated or assigned pursuant to authority 
contained in sections 521 and 525 of this Act 

“(k) The term ‘officer administering nonmilitary assistance’ shall refer to any 
officer to whom authorities and functions under chapter 3 of title I, title IJ, 
title III, or title IV of this Act are delegated or assigned pursuant to authority 
contained in sections 521 and 525 of this Act.” 

(c) In section 548, which relates to unexpended balanzes, strike “heretofore”, 
substitute 1957” for ‘'1956’’, and strike out the colon and the remainder of the 
sentence following ‘‘Act’’ the second time it appears and insert a period 

(d) Add the following new section: 

“Sec. 550. SpeciAL PROVISION ON AVAILABILITY OF FUNps.—An amount equal 
to 25 per centum of the funds authorized to be appropriated for any fiscal year 
for purposes of chapter 3 of title I, title II, title II], and sections 403 and 420 of 
the Act is authorized to be continued available for three months beyond the end 
of the fiscal year for which appropriated.”’ 

FOREIGN RESEARCH REACTOR PROJECTS 

Sec. 10. As one means of furthering peaceful uses of atomic energy on an inter- 
national basis, there is hereby authorized to be appropriated to the President for 
the fiscal year 1957 not to exceed $5,950,000 for use by the President, on such 
terms and conditions as he may specify, for research reactor projects undertaken 
or authorized by foreign governments which shall have entered into agreements 
for cooperation with the Government of the United States concerning the peaceful 
uses of atomic energy. 

Chairman Ricuarps. We are privileged to have as our first witness 
this morning Mr. Herbert Hoover, Jr., Under Secretary of State. 

Mr. Hoover, we are glad to have you, sir, and would you proceed 
im your own way? 


STATEMENT OF HON. HERBERT HOOVER, JR., UNDER SECRETARY 
OF STATE 


Mr. Hoover. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, | would like to read, 
if I might, a short statement that I have as to the policy objectives of 
the program. 











g MUTUAL SECURITY ACT OF 1956 


I come before your committee this morning in support of the 
President’s program for mutual security. 

I do not intend to go into any great detail. The Secretary of State, 
who is returning to Washington tomorrow, plans to appear before you 
shortly to report on the SEATO meeting in Karachi and his trip 
through 10 of the countries in the Near and Far East. 

He will undoubtedly touch upon the importance of this program 
in the areas he has visited. Mr. Hollister, the Director of ICA, who 
is with me this morning will discuss the details of the proposed program 
which is before your committee. 

I do, however, wish to take this opportunity to express my convic- 
tion that the mutual security program is a fundamental and essential 
aspect of the conduct of our foreign policy today. 


IMPORTANCE OF THE MUTUAL SECURITY PROGRAM 


Many of the members of this committee have recently visited the 
areas whose problems and needs will be considered in connection with 
this program and I am sure that no one on this committee is unaware 
of the tremendous importance of the program. 

It is vital to the security of the United States and of the whole of 
the free world. We are looked upon for leadership in the free world, 
and the consequences of what we do or fail to do with respect to the 
mutual security program reach far beyond our own national frontiers. 

The world today is one in which we are our friends cannot relax 
our collective efforts for stability and security. There is no basis for 
any hope that the long-range objectives of international communism 
for world domination have been abandoned. We must, therefore, 
place continued reliance on the mutual security program and its 
provisions for continued economic and military assistance. 

We seek, on the one hand, to make outright aggression unprofitable, 
and thus unlikely. To this end, we have supported mutual defense 
agreements throughout the world, and have supplied arms, materiel, 
and training to assist in the defense of friendly nations. 

Without abandoning defensive efforts, we seek, at the same time, 
to help the construction of healthy economies and free institutions 
and thus promote stability and minimize the threat of subversion. 


THE SOVIET NEW LOOK 


The Soviet Government continues to pursue its overall aim of 
Communist domination. The committee will recall that Mr. Khrush- 
chev stated frankly to the Supreme Soviet 2 months ago that “ 
never renounced and we will never renounce our ideas, our struggle 
for the victory of communism.”’ 

We need to keep in mind in our consideration of the program this 
year that the emphasis on Soviet tactics has shifted from primary 
reliance on force to a campaign of political and economic blandishment. 

In this campaign the Soviet Union and its satellites have expanded 
their trade relations with the free world, they have offered their 
technical and advisory services to the less industrialized countries, 
and they have provided long-term low interest loans for economic 
development. 

By themselves these activities are more or less legitimate, but they 
are being carried on in combination with efforts to stir up local con- 
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troversies and strife and with pressures to disrupt and destroy the 
security arrangements that have been constructed in the free world. 

The immediate Soviet goal is quite clearly one of isolating the 
countries of the free world from the United States. This much accom- 
plished, the goal of outright conquest or subversion would be greatly 
advanced. 

We must view the new Soviet campaign with concern for it is 
aimed at the welfare and freedom of all the independent countries. 
We are not presenting the mutual security program as an answer to 
the Soviet activities, but we do need to make our own program, 
which is of long standing, as effective an instrument for aiding the 
cause of independence and freedom as is possible. 


KEY NEW PROVISIONS 


Our own security depends upon the security of the free world. This 
security, in turn, depends directly upon the ability of the free nations 
to maintain their independence and to strengthen their free institutions. 

These continue to be our aims. From the founding of our country 
we have been deeply devoted to the cause of freedom. In this new 
phase of our struggle to achieve an environment of freedom, when 
many nations of the free world desperately need assistance in their 
efforts to achieve security and healthy economic development, it is 
vital that we have in the mutual security program a larger measure 
of flexibility. 

Changes occur in the world at a very rapid pace. We cannot 
forecast them in advance, but it is vital to our national security that 
we have the ability to adapt the mutual security program to reflect 
changes. That presents a major dilemma. 

Because of the long lead time necessary to the effective adminis- 
tration of this program, the proposals we are making today for fiscal 
year 1957 will not be implemented before early 1958. That is a period 
of almost 2 years. It is obvious that, to meet the conditions existing 
then, there be a degree of flexibility in the legislation now. 

The President has accordingly requested a greater flexibility in his 
authority to use funds made available for this program by the Con- 
gress. Some measure of flexibility is provided in the present legisla- 
tion. But we consider it of the utmost importance to the efficient 
and economic accomplishment of our objectives that the President 
be given even wider discretion for future years. 

The President has also asked the Congress for authority to make 
certain commitments of a longer term nature in assisting countries 
to carry out a restricted number of important projects. 

These commitments would be met from nonmilitary mutual 
security appropriations. We are not asking for additional appropria- 
tions. It is contemplated that this kind of assistance will be furnished 
in special cases where the recipient country cannot carry out a major 
project with its own resources. 

I have in mind such projects as river development, improvement of 
ports, highways, railroads, or other means of communication and 
important large industrial projects. Works of this kind generally 
require a number of years for completion. Where we provide aid for 
these purposes it is essential that the recipient country be given 
reasonable assurance that our aid may be continued for the period of 
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10 MUTUAL SECURITY ACT OF 1956 


time necessary for completion of the projects and so long as the pur- 
poses of the free world are served thereby, Only with assurances of 
this type of Support will these countries be able to develop additional 
financing from other sources. 


RATE OF EXPENDITURE 


The purpose of the proposed program is to carry on at approxi- 
mately the same rate of expenditure as last year and the year before. 
In view of the increased threat of Communist economic penetration 
in the free world, we cannot afford to reduce our efforts at this time, 

The requested increase in appropriation from $2.7 billion in fisea] 
year 1956 to $4.9 billion in fiscal year 1957 does not imply a corre- 
sponding increase in expenditures. The details of this situation will 
be brought out later in the hearings. But ] Wish to make the basie 
facts clear at this time, 

The $4.9 billion figure is made up of two parts: First is the defense 
support and economic program amounting to $1.9 billion. ‘This 
compares to a fiscal 1956 request of $1.8 billion, and a final appropria- 
tion of $1.7 billion. 

The second part is the military and direet forces support program 
of $3 billion. This compares to fiscal 1956 request of $1.7 billion. 
and a final appropriation of $1 billion Which was less than half of the 
annual rate of expenditure. 

To recapitulate. the increased request this Year of $4.9 billion, as 
compared to the &’ppropriation last year of $2.7 billion, or a difference 
of $2.2 billion, is made up as follows: 

(2) Increase in defense Support and economic aid of $200 million; 

(6) Increase in military and direct forces support of $2 billion. 

The increase of $200 million in defense Support and economic aid 
is requested to cover a prudent and moderate increase in the program 
for the Middle East, South and Southeast Asia, and the Far East. 

This represents an increase of approximately 12 Percent in the size 
of the program for this year, One-half of this increase, or $100) million, 
is requested for use as a special fund in the Middle East and Africa, 
with emphasis on the Baghdad Pact countries, while the other half is 
needed in Asia and the “ar East. 

The increase of $2 billion in military and direct forces support will 
bring to $3 billion the amount requested for these Purposes for fiscal] 
year 1957. This sum is designed to provide for 1 extra year’s military 
expenditures at the uverage annual rate at which the Department of 

Jefense is now expending funds for military assistance, 

In addition, there IS requested authorization of $530 million for 
advanced Weapons, for most of which there have been no prior appro- 
priations, 

A detailed explanation of the various programs will be given, of 
course, in the hearings that are to follow. My purpose in presenting 
the basic figures at this time is to place the major aspects of the pro- 
gram in their proper perspective. 

Again, I would like to reiterate that the Purpose of the proposed 
program is to maintain approximately the Same fate of expenditure 
during fiscal ear 1957 as in the years 1955 and 1956. 

The fact that increased authorizations are required in order to 
maintain the same expenditures, particularly in the military program, 
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will be brought out later by Mr. Gray and other witnesses from the 
Department of Defense. 
CONCLUSION 


Mr. Hollister plans to discuss with you the detailed legislative 
provisions which we are requesting for this 1957 program. Altogether 
we believe that these appropriations, subject to the approval of Con- 
gress, will 

(1) provide adequate means to continue to strengthen our 
allies; 

(2) continue soundly and affirmatively our economic program, 
which in itself is the best answer to new Soviet activities; 

(3) achieve a greater measure of flexibility so urgently needed ; 

(4) supply a limited element of continuity in our aid program. 

I have presented in very brief outline the proble m we face and the 
proposal of the executive branch for the solution of that problem. 
It is our earnest hope the committee will approve this program. 

Mr. C hi airman, that is the completion of my statement. 

Chairman Ricuarps. Thank you, Mr. Secretary. There will be 
some questions no doubt that the committee members will want to 
ask you. 

We are proceeding now under the 5-minute rule, and then we will 
follow up with general questions. Mr. Gordon. 

Mr. Gorpon. No questions at this time. 

Chairman Ricuarps. Mr. Vorys. 

Mr. Vorys. Mr. Secretary, I believe you are a graduate engineer; 
isn’t that correct? 

Mr. Hoover. Yes, sir. 

Mr. Vorys. How many of the countries involved in this program 
do you suppose you have visited before you became Under Secretary 
of State? Could you give us a guess? 

Mr. Hoover. I would have to stop being an engineer and count 
them up. I would think probably somewhere between a half and two- 
thirds. 

Mr. Vonrys. I think it is a great idea, with your background and 
expericnce, to have you backstopping this program in the De ‘partment 
of State. I have no questions or comments at this time, Mr. Chair- 
man. 

Chairman Ricwarps. Mr. Carnahan. 

Mr. Carnawan. Mr. Chairman. Mr. Secretary, on page 2 of 
your statement, the third paragraph, you state: 

In this campaign the Soviet Union and its satellites have expanded their trade 
relations with the free world, they have offered their technical and advisory ser- 
vices to the less industrialized countries, and they have provided long-term low- 
interest loans for economic development. 

I was just wondering if they have actually provided any loans or 
if they have offered to provide loans? 

Mr. Hoover. They have offered certain loans, and they have com- 
mitted themselves in some cases. I think the total commitments, 
as nearly as we can determine at this time, is probably somewhere 
around, the equivalent of $275 million to $300 million. 

There are other offers we believe that have been made which will 
bring the total to probably somewhere around $500 million, if these 
offers are consummated. 
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Mr. CarNAHAN. Are those offers very widely distributed, and are 
the loans very widely distributed over the world? 

Mr. Hoover. They seem to be concentrated in certain countries 
and certain areas. They seem to be preponderantly in the Middle 
East, South and Southeast Asia and, to some extent, in the Far East. 

Mr. CarnaHan. That is all, Mr. Chairman. Thank you. 

Chairman Ricuarps. Mrs. Bolton. 

Mrs. Botton. I am very happy to have you here, Mr. Hoover. I 
will have some questions later. 

Chairman Ricuarps. Mr. Zablocki. 

Mr. Zasuocki. Thank you, Mr. Chairman. Mr. Secretary, un- 
doubtedly, in future testimony several aspects of the bill and provi- 
sions, particularly the new provisions will be discussed in detail. 
However, I would like to ask at this time whether the announced 
Krupp type proposal, the so-called Krupp point 4% proposal, has been 
taken into consideration by the executive department in preparing 
the mutual security bill of 1956? 

Mr. Hoover. It is my understanding that it has. I would like, if 
I might, to defer that in detail to Mr. Hollister and his staff to be 
gone into later. 

Mr. Zastocktr. That is my only question, Mr. Chairman. 

Chairman Ricwarps. Mr. Smith. 

Mr. Suira. Thank you, Mr. Chairman. Mr. Secretary, is the 
chief emphasis in this legislation upon the military? 

Mr. Hoover. I think from that it would be found that on the basis 
of the rate of expenditure, which is the thing that I think we are 
primarily concerned with, the emphasis is, in terms of dollars, slightly 
more on the defense side than it is on the economic side. 

That, however, is not the emphasis insofar as the importance of 
what we believe the programs may be. The real emphasis is on the 
entire balanced program. 

Mr. Surru. Does this place us at a psychological disadvantage so 
far as the Soviet is concerned? 

Mr. Hoover. No, sir; I do not believe it does. One must bear in 
mind that at the present time the Soviet Union and its immediate 
bloc countries have an excess of 6 million men under arms. These 
men are well equipped and they are well trained. 

That is a force which from our point of view requires, and from the 
point of view of the free world requires, that we and other countries 
should maintain adequate defensive forces, with the idea of deterring 
ageression. And we hope and think that that will in turn eliminate 
ageression. 

Mr. SurtH. Aside from political aggression, is there any evidence of 
military aggression? 

Mr. Hoover. At the present moment I think not. 

Mr. Smirx. Do you know of any move by the Soviets in their offer 
of aid to have that in the form of gifts or is the Soviet aid confined 
almost entirely to loans? 

Mr. Hoover. Soviet aid has been in two forms. One is technical 
assistance, and the other has been in the form of long-term loans at a 
very low interest rate. 

When I say “long-term,” I mean the length of term of 50 years and 
more, and it also includes extremely low interest rates, 
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As far as I know, we have no equivalent loans that we have ever 
made from this country. They also engage in direct barter. Barter, 
I think, is an extremely important point. 

It should be realized that part of the problem is that barter is, in 
many cases, a legitimate operation, an economic operation of the 
Soviet Union. They have great shortage of agricultural products and 
food. They have managed through their controlled economy to have 
a surplus of some types of industrial products and of industrial goods. 

They are therefore bartering agricultural products for these indus- 
trial goods. In the process of setting up factories, plants, operations 
of various types in countries with which they barter, they have 
undoubtedly gained a considerable amount of economic penetration. 

Mr. SmituH. What percentage of this request is in grants and what 
percentage in gifts, or grants or loans? 

Mr. Hoover. I think Mr. Hollister will be able to give you those 
figures on that when it comes to his turn, sir. 

Mr. SmirH. Thank you, sir, and thank you, Mr. Chairman. 

Chairman Ricuarps. Mrs. Kelly. 

Mrs. Ketty. Mr. Chairman, I thank you. The increase this year 
is almost double that of the request of last year. Yet you say this 
is not the answer to this Soviet new move, new look. Have you any 
other plans as answers, other than this program? Any other policy 
that you are going to recommend? 

Mr. Hoover. I| would like to refer, if I might, Mr. Chairman, to 
my statement, where I said that we believed in presenting these 
appropriations, subject to the approval of Congress, that they would 
(1) provide adequate means to continue to strengthen our allies; 
(2) continue soundly and affirmatively our economic program, which 
in itself is the best answer to new Soviet activities; (3) achieve a 
greater measure of flexibility so urgently needed; and (4) supply a 
limited element of continuity in our aid program. 

I would like to say this, if I might: That I don’t know of any 
program that I have had occasion to see myself which has had more 
effort, more time, and more devoted application than the development 
and presentation of this mutual security program this year. 

We do not believe that we are infallible. We are always willing 
and we are ready and eager to receive constructive suggestions, to 
have any suggestions of any sort which the committee members may 
wish to give us in the process of presenting this program. 

I know that in particular the ICA, the Department of State, and 
the Department of Defense have deeply appreciated the time and the 
effort which the members of this committee have given to Government 
departments closely concerned with this program, when, as a result 
of their trips around the world and being in contact with many of 
these areas and many of these programs, have given of their time and 
of their effort in coming to us and giving us their ideas. 

Wherever it has been possible and we could do so, we have tried to 
work those ideas into the presentation of this program. We will con- 
tinually be open and receptive to any suggestions that can be made. 

As to the second question, other programs such as the United States 
information program, are not included in the presentation of the 
mutual security program but will be presented to the Congress 
separately. 
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Mrs. Ketiy. I have made many suggestions, Mr. Secretary, but 
they are not always carried out. I hope. they will be this year. 

However, I would like to discuss flexibility. Is that going to 
include the unexpended balance? 

Mr. Hoover. The matter of the unexpended balances is an ex- 
tremely technical matter which I would like to refer to the Defense 
side of the operation. I would like to leave that, if | might, for Mr. 
Gray, for Admiral Radford, and for General Gruenther, all of whom 
are appearing in the next 2 or 3 days. 

| would like to make one comment, however, and that is in regard 
to the flexibility. I think there are three major new elements of 
flexibility in the proposed legislation for fiscal year 1957. 

There is the matter of the longer term commitments, which I 
touched on in my first statement. 

The second is the Middle East and African fund. In view of the 
rapid movement of developments in the Middle East and Africa, i 
is important that the United States be equipped to move efficiently 
and effectively to meet new situations in that area as or before they 
arise. 

The aid presentation which will be made for that area is based on 
evaluation of existing programs and needs as related to United States 
interests and objectives. In the past several months, however, a major 
new factor of Soviet activity has been injected into the area, coupled 
with the emergence of major economic problems. 

Rather than request funds for expanding the continuing programs, 
the President is asking the Congress for a spec ial fund of $100 million 
for nonmilitary programs for the Middle East and Africa to take ad- 

vantage of new or changed opportunities to promote United States 
interests. 

This amount is less than the total required to meet all foreseeable 
needs, but it is believed to be adequate if provided on a flexible basis. 

That is the Middle East and African fund. The third major new 
element of flexibility is in relation to section 401. Section 401 of the 
act now provides the President with a discretionary fund of $100 
million usable anywhere for any of the purposes of the act but without 
regard to certain provisions of law. 

The same section also authorizes the President to transfer up to 
$50 million from authorized programs for the same purpose. The uses 
to which it has been possible to put these funds have been invaluable 
and have justified the confidence of Congress. 

The President now asks that the same amount of funds, $100 million, 
be made available in the coming year. In addition, because of the 
need for greater flexibility, the President also asks that the $50 million 
transfer authority be increased to $200 million. 

The present legislation limits the uses of funds under this project 
to $20 million in any country. For the same reason, the President 
asks that the authority permitted to him to aid any country be 
increased to $40 million. 

The President further asks that of the total amount for which 
flexible use is provided under section 401, $100 million be usable with- 
out regard to requirements of this act or any other act. 

Chairman Ricwarps. Mrs. Kelly, your time has expired. Mr. 
Jackson. 
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Mr. Jackson. Thank you, Mr. Chairman. I have no questions 
at this time except one directed to the Chair. That is to ask if at the 
initial open hearings of the committee at least we might be able to 
get something more adequate in the way of a hearing room. 

I have gone for a handkerchief twice and picked Karl LeCompte’s 
pocket both times. ‘Too, there are a lot of people who would like to 
see and hear these initial hearings, but are unable to do so because of 
the seating available. Certainly we don’t have the facilities here 
to care for them. 

Chairman Ricuarps. I am in accord with Mr. Jackson’s viewpoint 
on this thing. We tried to get a room from another committee where 
the press and the public could get in. We could not get another 
room. 

If the gentleman will be here 3 years from now, we will have plenty 
of room. 

Mr. Jackson. I sincerely hope so, Mr. Chairman. 

Chairman Ricnuarps. They are building another building over there. 

Mr. Jackson. That is all, Mr. Chairman. 

Chairman Ricuarps. Mr. Dodd. 

Mr. Dopp. I have no questions at this time. 

Chairman Ricwarps. Mr. LeCompte. 

Mr. LeCompte. Thank you, Mr. Chairman. Mr. Secretary, on 
page 3 of your statement you state in about the center of the page: 

We are not asking for additional appropriations. It is contemplated that this 
kind of assistance will be furnished in special cases where the recipient country 
cannot carry out a major project with its own resources. 

I have in mind such projects as river development, improvement of ports, 
highways, railroads, or other means of communication and important large indus- 
trial projects. 

I was only going to ask if that contemplates grants or en 

Mr. Hoover. It should be suffic iently flexible so that if it is not 
possible to get some of these projects started on the basis of Lae they 
still can be started on the basis of grants. 

We believe that it is possible that instead of being limited to 1 
year projects, as at present, or very limited in terms of 1 or 2 years 
under the present authority, that we be allowed to undertake projects 
that might require from 5, 6, 7, 8, or even 10 years, perhaps, for 
completion. 

I feel quite certain that in the case of quite a number of those 
projects, by our being able to furnish a limited amount of the under- 
lying funds, we can thereby release proportionately much larger funds 
from such institutions as the World Bank; we can bring about the 
greater use of internal resources of the countries themselves; and we 
can increase the likelihood of having other countries join with us in 
such programs. 

I believe it would form a far more efficient way of getting the major 
projects underway and that it would do this w ith a smaller expenditure 
of United States funds than at present possible. 

Mr. LeComrere. Thank you. All 1 was going to say, then, was to 
ask what you practically said. You think it is highly desirable to 
have a great deal of flexibility as between loans and grants? 

Mr. Hoover. Y es, sir. 

Mr. LeCompte. Thank you very much. I have no other questions. 

Chairman Ricuarps. Mr. Hays of Ohio. 
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Mr. Hays of Ohio. Mr. Secretary, how much of the deterioration in 
the Middle East do you attribute to the Baghdad Pact? 

Mr. Hoover. I think that basically the Baghdad Pact has been a 
strengthening influence by a very large degree. The definite and 
continual attempt of the Soviet Union at penetration of the countries 
on its immediate borders, the countries that are involved in that pact, 
and the threat of Soviet aggression, has been one of the major forces 
potentially acting in the Middle East. 

The concept of what was originally known as the northern tier, by 
which these countries could form an entirely defensive alliance, has 
tended to strengthen the free world picture in the Middle East far 
more than would have been the case without it. 

Mr. Hays of Ohio. Do you really believe with the exception of 
Turkey that any of those nations are worth much in a defensive 
alliance to us, the pact or anybody else? 

Mr. Hoover. I certainly do. Pakistan, for example, is an ex- 
tremely solid country. They have an excellent military heritage, 
extending back over many years. They have a fine defensive organi- 
zation. The same is true of Iran, which is rapidly developing a 
defensive organization. 

I would like to refer your questions, if I might, to Admiral Radford 
and General Gruenther when they come before your committee, 
for detailed answers, from a technical standpoint. 

Mr. Hays of Ohio. One further question. Do you think the 
Baghdad Pact has been the reason or the excuse of the other Arab 
nations to form this alliance more or less directed against us? 

Mr. Hoover. It would be my feeling that it is to a considerable 
extent an excuse. Certainly it has never been the intention of any of 
the members of the Baghdad Pact to threaten the Arab world in any 
way. 

This has been a defensive pact entirely from the point of view of an 
impending threat, one which some years ago was openly announced 
by the Soviet Union. 

Mr. Hays of Ohio. That is all, Mr. Chairman. 

Chairman Ricuarps. Mr. Radwan. 

Mr. Rapwan. Thank you, Mr. Chairman. I have no questions 
at this time. 

Chairman Ricuarps. Mr. Jarman. 

Mr. JARMAN. Thank you, Mr. Chairman. Mr. Secretary, my one 
question would have to do with the request to the Congress for 
authority to make certain commitments of a longer term nature in 
assisting countries. 

I wonder if you would comment on the argument that has been 
advanced that one Congress cannot so bind future Congresses? 

Mr. Hoover. I should like to respond to your question indirectly 
by explaining the essential points of the proposal we are n:aking. 
Section 6, subsection 1, which is being presented here to the committee 
adds this new section 421, designed to put the United States in the 
position to make commitments for assistance on a long-term basis to 
long-term projects for economic development. 

For example, this would permit commitments to assist such projects 
as river development, improvement of highways, railroads, or other 
means of communication, and important large industrial projects. 
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This assistance can take the form of any type of nonmilitary assist- 
ance authorized by the Mutual Security Act or any later act at the 
time that the commitment was made, such as development assistance 
or defense support or technical cooperation or assistance under the 
Asian economic development fund. 

Under the first proviso in the amendment, no commitments for such 
assistance at any given time extend ahead for more than 10 years. 

Under the second proviso in the amendment, only funds available 
for nonmilitary assistance under the Mutual Security Act of 1954, 
as amended, or under any later act providing for foreign assistance 
could be used to fulfill commitments. 

This makes clear that the funds for projects on which commitments 
are made will not be additional to the mutual security program, or any 
later program providing nonmilitary assistance but will be included 
within it. 

On the other hand, the second proviso authorizes the use in fulfilling 
commitments of any funds which may be made available by the 
Congress for any type of foreign nonmilitary assistance. 

The third proviso in the amendment imposes a ceiling of $100 
million on the amounts of the new funds (as distinguished from the 
unexpended balances carried over from r prior year) appropriated 
for nonmilitary assistance in any single fiscal year which could be 
obligated to meet long-term commitments undertaken pursuant to this 
section. 

The amendment would not prevent the Congress from refusing to 
appropriate additional funds for nonmilitary assistance at any time in 
the future. Thus, if the Congress would in any future year refuse to 
make available funds for nonmilitary assistance, no legal liability 
whatsoever would be incurred by the United States in that year as a 
result of the commitments previously undertaken pursuant to 
section 421. 

In addition, the amendment would not exempt the assistance to be 
provided in fulfillment of long-term commitments from section 503 
of the act, which prescribes certain circumstances under which assist- 
ance to any nation must be terminated. 

If you remember, that is the clause in the act which gives the 
President or the Congress the right to terminate the furnishing of 
assistance if it is believed that it is no longer in our interest. 

It also is subject to the requirements of the Battle Act. 

The amendment contemplates that once the nature of the assistance 
and the terms and conditions on which it is to be provided have been 
agreed upon, in accordance with the provisions of law in effect at the 
time of the commitment, the nature, terms, and conditions of the 
assistance which could be furnished pursuant to the commitment 
would not be modified by later laws generally changing the types or 
conditions of assistance unless a breach of the commitment was 
specifically required by such later laws 

I think that generally covers the matter of longer term commit- 
ments, and I would like to refer any more detailed discussions, particu- 
larly the legal side, to the others who will follow. 

Chairman Ricuarps. That takes the gentleman’s time. Mr. 
Morano. 

Mr. Morano. Thank you, Mr. Chairman. Mr. Secretary, I am 
one of those who had some reservations about this longtime term aid 











18 MUTUAL SECURITY ACT OF 1956 


proposal, but you have begun to demonstrate, I think, by your state- 
ment and your answers to some of the questions that there is a need 
for such a program. 

I hope the decision of the members not to ask questions this morning 
reflects the fact that perhaps they will in the majority go along with 
that proposal. 

I want to say something in connection with Mr. Jarman’s question 
about binding a Congress. I think the way this, as I understand it, 
proposal would work would be the same as it works with our rivers 
and harbors bill. 

We authorize projects and we have, for example, a backlog of $10 
billion worth for which money has not yet been appropriated. So 
that conceivably under that proposal we could authorize for specific 
projects a specific amount of money and not go through with the 
project? 

Mr. Hoover. That is not quite right. We are asking for the 
authority to make commitments under certain limitations as_ to 
length of time and as to the total amount outstanding which would 
have to be met from a limited amount and within the appropriations, 
that would be made for succeeding mutual security programs. 

This is neither an additional amount of money that would be out- 
side of the normal appropriation for the mutual security program nor 
would it be a commitment which cannot be terminated in the interest 
of the United States during the course_of the operation. 

Mr. Morano. You mean by that, if we authorize and the Con- 
gress appropriated $100 million, let us say, this year, you could enter 
into a 10-year program but you could spend no more than that $100 
million; is that right? 

Mr. Hoover. In any 1 year. Let me take an example, if I might, 
which I think would clarify it. You take country X. Suppose 
that we have a total economic program in that country of $10 million 
extending year to year, which has been programed and has been 
presented to the committee here in the illustrative presentation. 

Suppose that there is a project for harbor development or dam or 
some other project which is going to take 10 years to build. On 
investigation we find that by putting $50 million total over that 
10-year period into such a project that it might well be possible to 
have the International Bank agree to lend $100 million toward the 
project. I believe this is possible from what I have seen of some such 
projects. Other countries might join, and funds might be released 
from within that country. By having the authority to commit $50 
million over 10 years, we could put all this other money to work for 
the development of that country. 

The thought of the administration is that in using the type of 
commitment authority we are asking for and in the example I men- 
tioned, we would be making a commitment of an average of $5 million 
a vear over a 10-year period. 

We would expect that that $5 million would be taken out of the 
program which would otherwise be provided for aid to that country 
or region, so that there would then be a program for the more usual 
type of projects, we will say, of $5 million, plus the $5 million each 
year over a period of time for this long-term project. 

It is the ability to undertake longer term projects of that nature 
which we are so interested in having. We want to work out some 
method which we present here in this bill. 
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Mr. Morano. Mr. Secretary, there have been rumors in the papers 
that the Egyptian Goverrment has decided not to go through with 
their tentative agreement, if they had a firm agreement, I am not 
sure, at least the tentative agreement to accept the loan of the World 
Bank and to accept our direct aid and Great Britain’s aid to build 
that Aswan Dam. Is that so or not? 

Mr. Hoover. No. The Egyptian Government has stated, and I 
think quite properly, that they believe they should work out an ar- 
rangement for the division of the Nile’s waters with the Sudan prior 
to their undertaking the construction of the project. 

Mr. Morano. Then there is no danger, as some reports indicate, 
that they have decided to reject the tentative agreement that they 
entered into and go back to the Russian proposal? 

Mr. Hoover. We have no information to that effect. 

Mr. Morano. How long do you think the Sudan problem will take 
to resolve, that is, between Egypt and 

Mr. Hoover. I do not believe it will take very long. But it is 
complicated because the Sudan is just becoming an independent na- 
tion. It is just organizing its own new government. 

That presents many problem in the negotiations. 

Mr. Morano. You hope that the first part of that Aswan Dam can 
begin pretty quickly? 

Mr. Hoover. We are very hopeful the work can begin soon. 

Mr. Morano. We are not a member of the Baghdad Pact? 

Mr. Hoover. No. 

Mr. Morano. Has this administration considered whether or not 
we should enter? 

Mr. Hoover. We have had that matter under consideration. At 
the present time we do not believe it would be desirable for us to join, 
although we look with sympathy and favor and give it all the support 
we possibly can. 

Mr. Morano. Have you foreclosed the possibility of joining it? 

Mr. Hoover. No, not at all. 

Mr. Morano. Is my time up? 

Chairman RicHarps. One more question. 

Mr. Morano. You have $100 million here for the Middle East. Is 
any of that money earmarked or considered to be earmarked for 
Israel? 

Mr. Hoover. That money is not earmarked for any purpose, In 
other words, Mr. Hollister says he hasn’t got it yet. 

Mr. Morano. I said, “considered to be earmarked?” 

Mr. Hoover. It has not been earmarked for any country in the 
Middle East. 

Mr. Morano. That is all economic 

Mr. Hoover. That is all economic. 

Mr. Morano. Conceivably, then, it could be used for Israel, too? 

Mr. Hoover. Absolutely. 

Mr. Morano. Thank you, Mr. Secretary. 

Chairman Ricwarps. Mr. Selden. 

Mr. SeLpEN. Mr. Secretary, in your opinion would it be possible to 
obtain the same long-range results by substituting long-term loans for 
the direct grants that are scheduled to be made to some of the coun- 
tries who are participating in this program? 
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Mr. Hoover. Naturally, any project which comes under a program 
that can be placed on a loan basis and the objectives of the program 
met by having it on a loan basis, every attempt is made to do so. 

There are, however, many cases in the world where it is not possible 
to place our aid on a loan basis, particularly there are countries who, 
in order to assure their own freedom, are maintaining defense forces 
far in excess of their own economic capability. 

We cannot expect countries in these circumstances to be able to 
repay loans made to help them strengthen their defense forces. 

Mr. Seven. In the case of India, is the economic aid that we will 
make to that country this year to be on a loan or grant basis? 

Mr. Hoover. Which country? 

Mr. SevpeNn. In the case of India. 

Mr. Hoover. I think that is partly loan and partly grant; is that 
right? 

Mr. Houuister. Yes. 

Mr. Setpen. Have they ever requested grants from us? I am 
speaking of India. 

Mr. Hoover. They have made it clear that they desire grants as 
well as loans. 

Mr. Sevpen. It is my understanding that they have never made a 
request for a grant from us, that they only asked for long-term loans. 

Mr. Hoover. I don’t think that is correct, no. 

Mr. Sevpen. Thank you. 

Chairman Ricuarps. Mrs. Church. 

Mrs. Cuurcn. Thank you, Mr. Chairman. Mr. Secretary, I would 
like to preface my remarks by saying that I think if anything could 
bring acceptance of this program it would be the fact that it has your 
own integrity and experience back of it. 

Mr. Hoover. Thank you very much, Mrs. Church. 

Mrs. Cuurcu. Now, having said that, I would like to call attention 
to a statement on page 2. It has been my assumption that our 
previous programs or the continuation of the programs has been 
based on two fundamental, philosophical facts or thoughts. 

One is that a country if it could be raised to a state of development 
where the people would be well fed would necessarily be, or be apt to 
be, non-Communist in its philosophy; and the second is that if a 
nation could be independent and free it would necessarily be 
democratic. 

Granting that those have seemed to be the basic concepts, I would 
like to ask whether or not in referring to this as a program of long 
standing, in your last paragraph under the section The Soviet New 
Look, it might be assumed that the Department has gone into a 
complete reappraisal both of the situation in the world today of this 
country, and also of the reaction to our previous programs of this 
nature? 

Mr. Hoover. Mrs. Church, I would say that these programs are 
under constant reappraisal at all times. To that extent, I don’t 
believe tiat one can say one reaches a certain milestone at a certain 
interval. 

Mrs. Cuurcu. Has there ever been any questioning at any time as 
to whether or not the philosophy back of this program was necessarily 
sound? 
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Mr. Hoover. Yes. I think we have reviewed that policy basically 
on many occasions. I think there is today no alternative but to con- 
tinue this program, with the threat that faces us in the world. 

Mrs. Cuurcu. May I call attention to what I think might be called 
a hopeful statement in your report: ‘‘We are not presenting the mutual 
security program as an answer to the Soviet activities.” In other 
words, the Department has come to the conclusion that the program 
itself, military and economic, need not necessarily be the only answer. 
And I would like to ask, if so, what are you planning as an additional 
step toward an answer? 

Mr. Hoover. There are many other programs also, Mrs. Church. 
We have the USIA program. 

Mrs. Cuurcn. That does not come under the present consideration. 

Mr. Hoover. That does not come under the program that we are 
here presenting. 

Mrs. Cuurcu. Is that a program out of the appropriation recently 
asked for in the House? 

Mr. Hoover. It is a completely separate appropriation. We have 
other programs also, some of which are on a classified nature, which 
will be gone into with your committee. I think they are very impor- 
tant programs. I would say probably that the complement to this 
program is the USIA program. 

Mrs. Cuurcu. Mr. Secretary, do I understand, to repeat your 
words, that you are asking for $4.8 billion in this program and that it 
does not include any appropriations that will be asked for the USIA? 

Mr. Hoover. That is correct. 

Mrs. Cuurcn. Can you give us an estimate of what the additional 
amount will be? 

Mr. Hoover. For the USIA? 

Mrs. Cuurcn. And for the other programs not related to this bill. 

Mr. Hoover. I couldn’t give you that. 

Chairman Ricuarps. Mr. Pilcher. 

Mr. Piucuer. Mr. Secretary, in your own opinion have we more or 
less loyal friends among the free nations of the world today than we 
had 4 or 5 years ago? 

Mr. Hoover. I think we have basic ally more friends today than we 
had then, although that is the type of intangible estimate that defies 
any sort of a scientific analysis. 

Mr. Pitcner. Do you think we are in better shape today among 
the free people of the world to combat communism than we were 4 
or 5 years ago? 

Mr. Hoover. There are two sides to that equation. One of them 
is what we do on our side; the other is what the other people do on 
their side. We have had a complete change in the Soviet tactics, 
primarily within the last year or 2 years since Stalin’s death. This is 
one of the reasons why we need flexibility. 

Mr. Pitcuer. Thank you, Mr. Chairman. 

Chairman Ricwarps. Mr. Adair. 

Mr. Apair. Mr. Chairman. Mr. Secretary, I am particularly 
interested in this proposal for longer-term commitments, somewhat 
along the line to which Congressman Jarman addressed himself. 
You indicated at that time that subsequent witnesses might go into 
detail upon this question that he raised, that is, the matter of this 
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Congress binding future Congresses. I say that as an invitation for 
further discussion on that point. 

As I understand the proposal, it is that a long-term plan be made 
and thereafter it be reviewed by succeeding Congresses. Is that 
correct, Mr. Secretary? 

Mr. Hoover. I am sorry. It is not what— 

Mr. Apatr. That a long-term plan be made, and then it be reviewed 
by succeeding Congresses. 

Mr. Hoover. That review is an automatic one, because under the 
proposal, as I understand it, of this amendment, the funds are reviewed 
each year for the whole of the program, and that falls automatically 
within the presentation of the program which is made before this 
committee ard others in Congress. 

Mr. Apatr. Then you would think it would be presented both to 
this committee for annual review and continuing authorization and 
then to the Appropriations Committee? 

Mr. Hoover. I think that is implicit in this amendment, yes. 

Mr. Aparr. As to the need of this type of plan, it has been my 
understanding that heretofore certain long-range plans have been 
made; is that not true? 

Mr. Hoover. There have been long-range plans from time to time 
that have been made, but it has not been possible to plan from the 
point of view of having any kind of commitment toward bringing 
them about. 

Mr. Aparr. Then would it be correct, Mr. Secretary, to say that 
in your opinion, while we have had long-range plans in the past, they 
have not been sufficiently definite nor has there been complete author- 
ization for such planning; is that the point? 

Mr. Hoover. I would say insufficient ability to commit funds for 
certain types of projects, yes; that is correct. 

Mr. Aparr. But there have been plans heretofore of more than 1 
year? 

Mr. Hoover. Yes. 

Mr. Aparr. My final question, Mr. Chairman, then would be: And 
you feel that the plan under which we have proceeded, under which 
we have heretofore acted, is not adequate? 

Mr. Hoover. We feel that we could gain added advantage and 
added flexibility in our program if we have the type of authority which 
we are asking for by this amendment. 

Mr. Aparr. Thank you, Mr. Chairman. 

Chairman Ricwarps. Mr. Williams. 

Mr. Wiuutams. Thank you, Mr. Chairman. Mr. Secretary, I 
wonder if you could tell me why the period of 10 years was chosen 
for the long-term commitments? 

Mr. Hoover. After a study of many types of projects of the sort 
which we had in mind—not the specific projects which might fall 
under this, but of other types of long-term construction projects, 
such as development of port facilities, dams, other projects of that 
type, which we think have a high impact on the economies of those 
countries—we came to the conclusion that 10 years would care for 
most of those types of programs. 

; Mr. WiuuiiaMs. Were there any specific projects considered under 
that? 
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Mr. Hoover. There were no specific projects other than the one 
which we had and which I came to this committee on a month or so 
ago, which was the example of the Aswan Dam. That would take 
approximately 10 years. 

Mr. WiuuiaMs. Just one further question, sir. I wonder if any 
efforts have been made to get some of our NATO partners to whom 
we contributed substantially and effectively to share in this responsi- 
bility that we have undertaken to develop presently underdeveloped 
countries? 

Mr. Hoover. Yes, there are many examples of that. The so- 
called Colombo group or plan has been very effective assisted by 
some of our NATO allies in contributing toward development in 
South and Southeast Asia. There have been other instances also 
where funds have been made available by other countries—Canada 
is a good example—on a bilateral basis rather than through a multi- 
lateral basis. 

Mr. Wiuurams. Has there been any thought that this country 
might join with some of our NATO partners in some of these programs? 

Mr. Hoover. Yes, that is one of the reasons why we would like 
to have this longer term commitment, because we feel it gives a 
common ground in which a number of countries, not only the United 
States, might participate. 

Mr. Morano. Will the gentleman yield? 

Mr. WiuuiaMs. Yes. 

Mr. Morano. Great Britain is a NATO country and they have 
proposed to aid in the proposed Aswan Dam. They have contributed 
$15 million direct economic aid. 

Mr. Hoover. They have agreed in the initial step that they will 
participate in a very substantial amount. 

Mr. Morano. And we put up the other $55 million; is that correct? 

Mr. Hoover. I think those figures have been used in the press. 

Mr. Dopp. Will the gentleman yield? 

Mr. Wiuurams. Yes. 

Mr. Dopp. Mr. Secretary, some of this money is going for defense 
purposes, that is, the defense of the United States and the free world; 
am I right? 

Mr. Hoover. Yes. 

Mr. Dopp. I wonder if you have considered that there may be a 
constitutional question involved here. It occurred to me while I was 
sitting here, and I sent for a copy of the Constitution. I see in sec- 
tion 1 there is a specific provision against Congress appropriating 
money for military purposes for more than 2 years. Has that entered 
into your thinking? 

Mr. Hoover. The longer-term commitment which we have been 
talking of here is purely for economic purposes and not for military 
purposes. 

Mr. Dopp. I thought some of it was for defense? 

Mr. Hoover. That is the so-called term of defense support, which 
is for economic projects, which may contribute to a country’s ability 
to maintain indirectly its defense forces but not for defense purposes 
as such. 

Mr. Dopp. I think it would be a good idea for somebody to look 
at. this. I think it would be too bad if we got too far along and the 
Supreme Court said there was a bar here. 
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Chairman Ricwarps. Mr. Williams’ time has expired. Mr. Prouty, 

Mr. Prouty. Mr. Secretary, in view of the fact that it has been 
suggested at various times in the past that neither you nor Mr. 
Hollister could be considered among the more ardent proponents of 
foreign aid, can you give the committee assurance at this time that 
after thorough study and consideration you support the present 
proposal without any major reservation? 

Mr. Hoover. I support the proposal without any reservation 
whatsoever. 

Mr. Prouty. Thank you. 

Chairman Ricwarps. Before there are any other questions, the 
Chair would like to state to the committee that we will proceed 
along until 12:30 or 1 o’clock. Mr. Hoover has another engagement 
at 12:30. We will have another hearing in the morning. We will 
have Mr. Hollister here in the morning in open session. General 
Gruenther will be here Thursday morning; the plan is, in executive 
session, because he happens to be here in the country at this time. 
We want to hear him while he is here and not make it necessary for 
him to make another trip from Europe; is that right? 

Mr. Crawrorp. Yes. 

Chairman Ricuarps. Are there any other questions? We will 
open general discussion. The Under Secretary will have to be away 
from here by 12:30 or quarter after 12. He can come back, if necessary, 
later. We will proceed with the questions. Mr. Zablocki. 

Mr. Zasiockt. I have a very brief question. The purpose of the 
special authorization provisions in the bill before us is to give the 
executive department greater flexibility? 

Mr. Hoover. Yes. 

Mr. Zasiocki. The $100 million, for example, in section 420 for the 
Middle East and Africa, couldn’t that amount of money be divided 
and added to the amounts requested in titles I, II, III and section 407 
and have the transferability clause handle the flexibility? 

Mr. Hoover. We would need the flexibility, sir, of having these 
funds in effect not committed to any particular country or to any 
particular program, because at the present time we are undertaking to 
make a program that is going to go into effect in 1958, which is almost 
2 vears from now. 

We feel quite certain, while our program is basically sound as pre- 
sented to you, we need the flexibility in the changes that are obviously 
going to take place in the world between now and 1958. 

Mr. Zasxtockt. The purpose of the transferability provision—— 

Mr. Hoover. Is to help that matter, also. 

Mr. Zasiockr. You maintain, Mr. Secretary, that the transfer- 
ability provisions are inadequate to give the amount of flexibility that 
the executive department desires? 

Mr. Hoover. Yes. 

Mr. Zastockr. Granting this special authorization will take away 
a certain amount of continuing jurisdiction by the Congress, does it 
not? 

Mr. Hoover. This is a 1-year operation only. 

Mr. Zasuockt. It is not intended as the past special authorizations 
for the executive department, for example, the $100 million for 
expellees to be reauthorized in the future? 
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Mr. Hoover. I would like to have Mr. Hollister, if I might, answer 
that technical question on the transferability of funds. 

Mrs. Ketuiy. Later on are we going to receive these detailed 
programs of what is anticipated under this special fund? 

Chairman Ricuarps. Yes. You will have ample opportunity to 
hear other witnesses on the particulars. 

If there are any questions that you want to ask Mr. Hoover, just 
go right ahead. Mrs. Kelly, I think you will be satisfied with the 
extent that we will go into that from other witnesses. 

Mrs. Ketiy. Could I ask at this point if there is any amount in 
this bill for the Aswan Dam? 

Mr. Hoover. No, there is no specific proposal for the Aswan Dam. 

Mrs. Ke.tuy. Referring to transferability, money could be used for 
that program; is that correct? 

Mr. Hoover. It could be used for it primarily in the limited 
longer term provision that we are asking for. 

Chairman Ricuarps. Mr. Morano. 

Mr. Morano. I note that you have $3 billion proposed in this 
authorization bill for direct forces or military purposes. In 1956 the 
request was $1.7 billion, and the final appropriation was just $1 billion. 
Can you very generally say where there is such an increase? In ex- 
penditures, it would be at the rate of $2 billion, and in the request at 
the rate or $1.3 billion. 

Chairman Ricuarps. I think the witness testified on that just now, 
but go ahead. 

Mr. Morano. I didn’t hear it if he did. 

Mr. Hoover. The rate of expenditure is contemplated as remaining 
constant, or fairly constant this year as compared to last year and the 
year before. There were additional funds available, it was felt, in past 
years, and an accumulation of other funds in the so-called pipeline by 
which it was possible to carry on the rate of expenditure last year. 
However, it is now necessary, as I understand, to replenish that pipe- 
line fund because these types of weapons and these types of materials 
cannot be procured on a 1-year basis; in other words, it takes 2 or 
3 years. 

So, part of this fund is to go ahead, looking ahead for 1958 and 1959, 
when they would have to be available in order to keep the anticipated 
rate of expenditure to what it should be. 

Chairman Ricuarps. Mr. Morano, I don’t want to interrupt, but 
the Defense people will be the people who will testify on that, including 
the pipeline, and the need for additional military funds. I think you 
will get all the answers from them. 

Mr. Morano. Just one brief question, if I may, and that is, you 
are trying to create more money for the pipeline. Will that mean 
you will come back next year and ask for the authorization and appro- 
priation of unexpended balances? 

Mr. Hoover. That is a technical question I would like to defer to 
Defense witnesses. 

Chairman Ricwarps. Mrs. Bolton. Mr. Smith. 

Mr. Smirn. Mr. Chairman, I would like to ask the Secretary if 
the underlying philosophy of this legislation relates to our own 
security? 

Mr. Hoover. Our own security is the basic concept which we 
have. In all of our approach to this program, I don’t think there is 
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any question in anyone’s mind that I know of that the basic security 
of the United States depends on a strong world or free nations. 

Mr. Smirx. Going back to the question I asked you before, do you 
think there is a certain disadvantage psychologically so far as the 
recipient nations are concerned in gearing this program to our own 
security? 

Mr. Hoover. We believe that the security of the world, not only 
ourselves but other countries, is such today that they are interdepend- 
ent upon each other. We try in every case to have these countries 
feel that we are helping them rather than that we are trying to take 
the load over from them. 

Mr. Smiru. But it gives the Communists a beautiful piece of 
propaganda to raise this legislation, to look at it and say, ‘Here, 
what are you doing? You are parties to a program designed by the 
United States to protect itself.”’ 

Mr. Hoover. I don’t think that is an effective propaganda weapon 
on their part, because the whole basis on which the program is ad- 
ministered and operated is that these countries are more and more 
standing on their own feet, both militarily and economically. 

Mr. Smiru. Just one more question, Mr. Chairman. I think we 
all realize that throughout Asia, and I want to direct your thought 
toward the Asiatic situation, that there is a growing spirit of na- 
tionalism in all of those countries. 1 think it is the natural result of 
world conditions today. How does this program meet that issue? 

Mr. Hoover. Many of the countries of South and Southeast Asia 
are countries that are just coming into their own independence. They 
have had a hard struggle. They value it probably more deeply than 
any other nations of modern times because they have fought for it 
hard and worked for it hard. This program is designed from the 
point of view of preserving their independence and building them into 
self-sufficient countries that can stand on their own feet, both mili- 
tarily and economically. 

Mr. Smiru. There are some of those smaller countries who have 
taken the position, ‘We don’t want your aid,” and they have given 
that as the reason for not wanting it. Isn’t that the Indian position? 

Mr. Hoover. The Indian position today, like that of other nations 
in that area, is that they need to maintain their independence. We 
think they should be independent. To the extent we can help them 
to build their independence we will have made a real contribution to 
the free world. 

If we did not do that, I think that in many cases they would be in 
real danger of being subverted by the Russians. 

Mr. Samir. Of course, we are asking the Indians for a quid pro quo 
for anything that we do for them, aren’t we? 

Mr. Hoover. No. 

Mr. Smira. Aren’t we? 

Mr. Hoover. No. 

Mr. Samira. I would like to go into that at a later time. Thank you 
very much, Mr. Chairman. 

Chairman Ricnarps. Mr. Hoover, is it your philosophy—I judge 
that it is from what you have said—that on the question of nation- 
alism, which is so rampant in the world today, that if communism 
comes to dominate the world, all chances of freedom and of nationalism 
will be gone? 
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Mr. Hoover. That is right. 

Chairman Ricuarps. And sometimes we have had to make a choice 
of the lesser of the evils? 

Mr. Hoover. Yes. 

Chairman RicHarps. On the one hand, we sometimes have to 
support what appears to many to be reactionary forces for the time 
being, in order to prevent world communism from destroying all 
freedom everywhere; is that what you think? 

Mr. Hoover. I think that is very true, Mr. Chairman, because 
we have had to make some very difficult choices, particularly in this 
area. We think the record we have made is one that we can be 
proud of and one we can defend when we look over it. 

Chairman Ricuarps. We recognize that there are various points 
on the earth’s surface where peoples have been unjustly dealt with 
through colonialism. The fact that we have to do some things that 
do not appear to be in line with the national aspirations of the par- 
ticular people at a particular time does not indicate a lack of under- 
standing or sympathy on our part. We are trying primarily to look 
at the woods and not just at the trees. 

Mr. Hoover. That is correct, sir. I think one thing we can point 
to with great pride is our relations with the Philippines. I think 
that is a very excellent instance of where we have given the Philip- 
pines their independence. We have helped them become a strong 
little nation in that part of the world. I think we have a very proud 
record we can point to in that respect. 

Chairman Ricuarps. Mrs. Bolton, you wanted to ask something. 

Mrs. Botton. Yes, Mr. Chairman, if I may. I notice in the detail 
here that apparently the only areas of Africa that you propose to do 
anything with are Libya, Egypt, Ethiopia, and Liberia. What about 
the rest of Africa? 

Mr. Hoover. I think Mr. Hollister can answer that later. 

Mrs. Bouton. Let’s not do with Africa what we did in the Far 
Kast. 

Chairman Ricwarps. Mr. Hays of Ohio wants to ask a question. 

Mr. Hays of Ohio. Mr. Secretary, [ am more interested in the 
long-range results than in long-range appropriations. I would like 
to go back to the proposition, leaving out the military. Do you 
understand, to use your own example ‘of $50 million to country X, 
that this Congress would appropriate that, we will say, in a fund that 
is flexible and. you would allocate it, that it would be a specific appro- 
priation? 

Mr. Hoover. What we are asking for basically is—I used that 
example of $50 million over 10 years for the sake of simplicity, and 
in this case I was using $5 million a year—each year we would come 
to the Congress for appropriations for the mutual security program. 
We would have the right to the extent of $100 million in each year 
to take funds which are authorized and appropriated for the non- 
military program as a whole and use those funds to meet the commit- 
ment made under the authority we are asking. The funds would be 
authorized and appropriated from year to year as we go along as 
part of the whole nonmilitary mutual security program. 

Mr. Hays of Ohio. That is the point Iam making. In other words, 
I have supported this program ever since I have been in Congress. 
But I don’t want to support anything that is kidding anybody. The 














28 MUTUAL SECURITY ACT OF 1956 


point remains, and you have practically admitted it, if some succeed- 
ing Congress decided not to appropriate, you will be cut off. 

Mr. Hoover. Not altogether so. 

Mr. Hays of Ohio. Why not, if you don’t get the money? 

Mr. Hoover. If the program is not in the interest of the United 
States, or the President should so find under the terms of the amend- 
ment, then it would not be. But otherwise, if any funds are appro- 
priated for this purpose, for the mutual security program, these com- 
mitted funds for those projects would be included within that 
appropriation. 

Mr. Hays of Ohio. You have to come in each year and get the 
money, and anything that isn’t spent has to be reappropriated; does 
it not? 

Mr. Hoover. Yes. 

Mr. Hays of Ohio. I think you would be making a mistake if you 
tried to tell these countries and said to these countries that it is 
guaranteed for 10 years and it is not. I think the long-range results 
might be worse than if you go along on a year-to-year basis, saying 
that the chances are that the Congress will go along, the American 
people are responsible and recognize their responsibilities, but we can’t 
guarantee anything more than 2 years. 

Mr. Hoover. I think there is a good deal of precedent for exactly 
this type of operation in other fields of Federal expenditure and 
Federal appropriations, such as rivers and harbors, and operations of 
that type. 

Mr. Hays of Ohio. I can cite you an instance of a dam in Ohio which 
has been authorized, $9 million has been spent on it and they haven’t 
finished it yet, and there hasn’t been anything done on it for 10 or 
15 years. There isa lot of hard feelings about this, probably more than 
if they had never started it. 

Mr. Hoover. We went to the International Bank and asked them 
their reaction to this type of program, if they would be willing to lend 
funds for such a project with ourselves operating on the basis of this 
amendment, underwriting perhaps certain parts of the project in addi- 
ane They said that this type w operation would be satisfactory with 
them. 

Mr. Hays of Ohio. It still is dependent upon successive Congresses? 

Mr. Hoover. That is right, because we fully recognize that one 
Congress does not want to bind the next one. 

_ Mr. Hays of Ohio. That is what we were trying to get at for a long 
time. 

Mr. Morano. Will the gentleman yield at that point? 

Chairman Ricwarps. After all, any Congress can repeal any law 
they ever passed, can’t they? 

Mr. Hoover. Yes. 

Chairman Ricnarps. Some laws they probably won’t repeal and 
some they may. 

Mr. Hays of Ohio. This is a little simpler, if you will permit me to 





say so, than repealing, because by not acting 
Chairman Ricuarps. By action or inaction, one way or the other. 
Mr. Morano. 
Mr. Morano. I was just going to go right back to the Aswan Dam. 
That is an example of what you are trying todo. There you have the 
International Bank loaning the country of Egypt $900 million. 
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Mr. Hoover. Two hundred. 

Mr. Morano. Egypt is financing $900 million. They are loaning 
$200 to $250 million, and we are underwriting them under previous 
legislation, we are underwriting that by direct grant of $55 million, 
and Great Britain is underwriting it to the extent of $15 million. 
That is a project that is going to go on for how many years? 

Mr. Hoover. I don’t think the figures are quite as you gave them, 
Mr. Morano. As we estimate it, this ae require about $200 
million of funds from sources external to Egypt and other than funds 
from the World Bank, in order to carry the project all the way through. 
We therefore divided this external financing into two phases, in this 
particular case, because we didn’t have authority to make a long- 
term commitment. 

Mr. Morano. That is right. 

Mr. Hoover. We have only offered assistance to Egypt in the 
first phase. There would be some additional over a long period 
of time. 

Mr. Morano. In other words, you can’t have a very firm agree- 
ment with Egypt that would be based on legal authority to go beyond 
this first phase? 

Mr. Hoover. That is correct. 

Mr. Morano. And then you would have to come back. Now, 
what you are trying to do, if you had this amendment in before, you 
could have gone into a 10-year agreement with Egypt? 

Mr. Hoover. That is correct. 

Mr. Morano. With sufficient legal authority to enter into it, and 
then come back to the Congress again for the money? 

Mr. Hoover. Yes. 

Chairman Ricuarps. Mr. Hoover, why don’t you put this $3 
billion for military aid in with the Defense budget? 

Mr. Hoover. I think I would rather have that answered by the 
Defense Department. 

Chairman Ricuarps. I think it ought to be there myself. That 
is just one man’s opinion. Mrs. Kelly. 

Mrs. Ketiy. I have no questions at this time. 

Chairman Ricnarps. Mr. Hoover, if there are no other questions, 
we thank you very much. We will get you away in time to make 
that other engagement. Mr. Hollister is going to testify next. 

Mr. Gorpon. There is a vote on the floor. 

Mr. Zasuocki. In about 20 minutes we will have a vote on the 
school milk program. 

Chairman Ricuarps. How long is your statement? 


STATEMENT OF HON. JOHN B. HOLLISTER, DIRECTOR, INTER- 
NATIONAL COOPERATION ADMINISTRATION 


Mr. Houuistrer. I am not going to read the whole statement. I 
thought I would read excerpts from it and put the statement in the 
record. 

Chairman Ricuarps. We are going to have to commune with you 
for quite a little while. 

Mr. Houuister. I have a number of charts. 
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Chairman Ricuarps. The point is considering the situation on the 
floor, I am just wondering if you would prefer to start this morning 
and then go over until tomorrow or wait to testify in the morning. 

Mr. Vorys. Mr. Chairman, a lot of the committee have left. We 
have all gotten notice that an important conference report is coming 
up shortly on the floor. I think we owe it to Mr. Hollister to hear him 
when he starts off. 

Chairman Ricuarps. Mr. Hollister has a rather tough schedule. 

Mr. Houuster. My time is set aside for this committee. It is 
whatever the committee should prefer to do. I think perhaps it 
would be better to have a cohesive approach. 

Chairman Ricuarps. And a continuous one. 

Mr. Houurstrer. Rather than being stopped in the middle. 

Chairman Ricuarps. I think it would be better, too. 

Mr. Houuster. Don’t worry about my schedule. 

Chairman Ricuarps. Mr. Hollister, you have been consulted on 
the scheduling of these witnesses. Of course, it wasn’t originally 
planned to hear General Gruenther Thursday morning. He is here 
now and would like to be heard. We agreed to hear him then as a 
matter of convenience to him and the Defense Establishment. 

Mr. Houutster. I am sure the General would appreciate it, and 
those of us in charge of the program would appreciate it very much. 

Chairman Ricuarps. I would ask the members to remain here for 
about 5 minutes. 

If it is satisfactory to you, then, the committee stands in recess 
until 10:30 in the morning, when we will hear Mr. Hollister. I hope 
everyone can be here at 10:30 in the morning. 

Mrs. Kextuy. Do we consider the statement read and then ask 
questions in the morning? 

Mr. Ho.utster. You have the statement here. If the committee 
prefers to do it that way, you have the statement before you. 

Chairman Ricuarps. We could do that, but we want to follow 
your wishes. 

Mr. Houuister. That would be entirely satisfactory. I have some 
charts which fit in with the statement. But if you have an oppor- 
tunity to read the statement—you could pass the word out to the 
other committee members 

Chairman RicHarps. The statement will be made available to all 
committee members after this session, and in the morning Mr. 
Hollister will proceed in his own way and the committee will be 
prepared to ask questions. 

Mr. Houutsrer. I can take 5 or 10 minutes to summarize. 

Chairman RicHarps. We don’t want to cut you down at all. 

Mr. Jackson. The American public will know about Mr. Hollister’s 
statement long before that. It is on the press wires now, I under- 
stand. We can read it in the paper in the morning. 

Chairman Ricuarps. Wait a minute. Has the paper been given 
out for release at a specified time? 

Mr. Houusrer. It is in the hands of your committee staff. 

Chairman Ricuarps. Has it been in the hands of the press? 

Mr. Crawrorp. It has been before each member of the committee 
this morning and the press, too. 

Mr. Houutstsr. It was only released with the approval of the 
chief of your staff. 
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Mr. CrawForp. His staff gave me the copies of his statement. 
I had them placed around the table and at the same time made them 
available to the press. 

Chairman Ricuarps. Why were they made available to the press? 

Mr. Crawrorp. Standard practice. 

Mr. Jackson. I think that, as long as it has been admitted to the 
record, it meets the situation. 

Chairman Ricuarps. I just wanted to get this thing straight. I 
didn’t know whether Mr. Hollister was in agreement with what was 
being done. 

Mr. Houutstrr. I was very careful to consult the chief of your 
staff. 

Chairman Ricnarps. That is all right. 

Will the clerk inform all members of the committee and see that 
they get a copy of this before they come here in the morning? Do 
you have sufficient copies? 

Mr. Crawrorp. Yes. 

Chairman Ricuarps. The committee will go into executive session, 
please. 

(Whereupon, at 12:10 p. m., the committee proceeded in executive 
session.) 
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WEDNESDAY, MARCH 21, 1956 


Hovse or REPRESENTATIVES, 
COMMITTEE ON FOREIGN AFFAIRS, 
Washington, D. C. 
The committee met, pursuant to call, in room G-3, United States 
Capitol, at 10:47 a. m., the Hon. James P. Richards (chairman) 
presiding. 
Chairman Ricuarps. The committee will come to order, please. 
Ladies and gentlemen, we will continue hearings on H. R. 10082, a 
bill to amend further the Mutual Security Act of 1954, as amended, 
and for other purposes. 
We are privileged to have with us this morning Mr. John B. 
Hollister, Director of the International Cooperation Administration. 
Mr. Hollister, you are a former Member of Congress, and it is very 
refreshing to have somebody up here who really understands our trials 
and tribulations and knows how very popular in our districts a foreign- 
aid program always is. I am sure the fact that we have a kindred 
spirit here will alleviate our pain. Will you proceed, sir? 


STATEMENT OF HON. JOHN B. HOLLISTER, DIRECTOR, INTER- 
NATIONAL COOPERATION ADMINISTRATION 


Mr. Houutster. I am glad, Mr. Chairman, to have the opportunity 
to appear before you in support of the President’s request for author- 
ity for funds to carry out the mutual security program in fiscal year 
1957. This request, as the President has indicated in his message, is 
for the national defense and for a program which is a vital part of the 
foreign policy of the United States. 

As you know, I became Director of the International Cooperation 
Administration in June 1955. Full realization of the scope of the 
mutual security program in all its aspects has come only by 8 months’ 
experience in day-to-day operations and by visiting each of the prin- 
cipal regions in which the program is carried out in cooperation with 
our foreign allies and friends. I have held regional meetings with 
the chiefs of our missions in Europe, the Near East and Africa, and 
in Latin America. I have personally visited each Far Eastern 
country in which we carry on a mission and have seen some of the 
work being conducted in representative nations in other parts of the 
world. Altogether, I have visited personally 17 of the 50 countries 
where the ICA has missions. 

These meetings and visits were essential to a proper understanding 
of what this Government was trying to do in various parts of the world, 
and it has given me a basis for appreciating the many problems which 
confront us. I am glad that a number of members of this com- 
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mittee, since the Congress adjourned last summer and in prior years 
have been able to see some of the mutual security programs in actu 
operation, for I am sure that such firsthand observation is a great 
help to understanding the need of the assistance and the problems 
that beset us in furnishing it. 

The mutual security program is a large global operation. No 
industrial company in the United States spends anywhere near as 
much to deliver as many varied items and services in as many differ- 
ent places abroad. 


ADMINISTRATIVE SETUP 


The program, as this committee well knows, is both military and 
nonmilitary. In this program, the Director of ICA performs two 
distinct roles. One of these is as head of a semiautonomous operating 
agency within the State Department. This agency is charged with 
the development and execution of most of the nonmilitary aspects 
of the program. With respect to the nonmilitary phases of the 
mutual security program, ICA administers the operations through a 
planning and administrative staff in Washington and through several 
thousand representatives in the field. 

The other role of the Director is that of coordinator of the whole 
program. This is not by virtue of his position as head of ICA, but 
by special delegation of the Secretary of State. Under this delegation 
it is the duty of the Director of ICA to coordinate all elements of 
the mutual security program. In all foreign policy matters, I take 
guidance from the Secretary of State. 

The Director in his coordinating activities must see that the whole 
problem in each country is examined and is taken into account and 
that the program in all of its aspects, policy, economic and military, 
is properly designed to accomplish the objectives of the program. 
Accordingly, in presenting our requests for funds for your considera- 
tion, we will try to describe fully to you the problems of each region 
and country as a whole, in all its aspects. We will plan to have here 
at all times (1) a representative of the State Department for the 
region under discussion, who can answer your questions on foreign 
policy; (2) a representative of the Department of Defense who can 
inform you about the military situation and program; and (3) a 
regional representative of ICA to explain the economic and non- 
military programs. 

The program is designed to meet all aspects of the mutual security 
problem. We feel that the program should be viewed as a whole, as 
a balanced effort to meet the Communist challenge for world domina- 
tion which today threatens the peace and security of the United 
States and the rest of the free world. This challenge has existed since 
World War II and now for nearly a decade has been the major problem 
confronting the United States, to which many other problems of our 
Government are related in one way or another. 

In meeting the Communist threat affirmatively, we must recognize 
that the threat itself will continue to have many different aspects 
despite the Soviet tactics of shifting from time to time the emphasis 
from one form of offensive to another. In the period 1947-53 the 
Soviets aroused well-founded fears of armed aggression through all 
the free world. Today, although their primary effort appears to be 
economic, there is no indication that the war preparations have ceased. 
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There can, therefore, be no relaxation in our own military effort, 
nor in those of our allies, nor in our support of those allies. At the 
same time we must go forward with our own foreign economic aid 
program, the success of which will be the best answer to the new 
Soviet economic activities. 

The total program (to be met out of new snpeoptinten funds) 
presented for fiscal year 1957 is $4.86 billion. Of this, $ $3 billion is 
for military assistance. The balance of $1,860 million is nonmedlitary, 
although much of it directly supports military effort. 

I refer you to a chart which shows the approximate distribution of 
the fiscal year 1957 program by function. The military assistance 
funds ($3 billion) will go for administration and expenditure to the 
Department of Defense. The items for defense support, develop- 
Ment assistance, and technical cooperation will be allotted for ad- 
ministration and expenditure by the International Cooperation 
Administration. 

Military assistance now includes what was formerly called direct 
forces support, that is, the furnishing of consumable supplies, services, 
commodities, etc., to allies’ military forces, as well as the provision of 
equipment, w eapons, and training. 

Defense support is furnished to certain countries eligible for military 

assistance. It is the name which, as a result of previous congressional 
history, is applied to all forms of nonmilitary assistance (except 
technical cooperation) in countries where there is a substantial mili- 
tary assistance program. It includes aid for civilian-type projects 
and activities which directly support the military program of the 
country (for example, highways, ports, communications) and also 
more general assistance which makes it possible for a country to 
maintain agreed force levels without seriously adverse economic or 
political consequences. At the same time, defense ,Support is designed 
to contribute to building up the recipient country’s internal strength, 
making possible progress toward improved living sendanle 

Development assistance is the term generally used to define all 
forms of aid, except technical cooperation, which are furnished in 
countries where we have no substantial military aid program. It is 
furnished to certain countries with which we have no military agree- 
ments to promote their economic development. 

Technical cooperation consists of programs for sharing technical 
knowledge and skills with less developed countries. These programs 
are carried on through direct arrangements between the United States 
Government and individual governments usually referred to as ‘“host”’ 
governments, as well as through the United Nations, and through the 
Organization of American States. Under the technical cooperation 
programs, technicians and experts are sent from the United States to 
work overseas with host government officials and to help host govern- 
ments develop their own technical resources for economic and social 
development. Our technicians are supported, when necessary, by 
supplies and equipment sent from the United States for demonstration 
purposes. Foreign nationals are also brought to the United States 
(or other countries) for training or advanced study in technical 
specialties. This technical exchange program is operative equally in 
countries which are eligible for military aid and those which are not. 
Much of it is carried on through contracts with American univ ersities 
under which technicians and specialists are supplied. All of it is on 
a joint basis. 
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There are some further circumstances which should be mentioned in 
this connection, as failure to understand them may lead to confusion 
about the total of the figures just mentioned. In addition to the new 
funds requested for appropriation, we expect to have on hand on 
June 30, 1956, an unobligated balance of $45 million in the Palestine 
refugee fund, which we ask be carried over. We estimate that there 
will be an unobligated balance in the Asian fund of about $60 million 
which is available for 2 more years. We expect that this sum will be 
programed and wholly obligated in fiscal year 1957. 


THE MILITARY PROGRAM 


For the description and details of the purely military part of the 
program, you will hear from representatives of the Department of 
Defense. However, as coordinator of the mutual security program, 
there are some aspects of that program on which I wish to comment. 

(1) The military program has been developed country by country, 
with careful consideration of the entire situation in each region and 
country. 

(a) In determining the military assistance to be furnished to a 
country, we have tried to consider all aspects of that country’s status, 
including the nature of the risks and dangers to the country itself and 
the relationship of such risks and dangers to the security position of 
the free world. 

(6) We have considered wi:at nonmilitary projects are necessary 
to give direct support to the military effort. 

(c) We have considered the capacity of the country to produce 
internally or to procure elsewhere and pay for equipment which 
it needs. 

(d) Equally, if a country cannot, without either injury to its 
economy or outside aid, maintain agreed forces and adequate political 
stability important to the security of the United States and the free 
world, we must frame our nonmilitary programs in a way which helps 
to make possible the maintenance of the desired defense strength. 

(e) We must give attention to the very practical consideration 
which exists in many countries, what is the maximum defense expendi- 
ture which the country can make without endangering the economic 
health and progress of the country? In countries with low per capita 
incomes, this is important because the peoples of the less developed 
countries have reasonable aspirations for better conditions which 
should be satisfied as fully as practicable, if the countries are to 
remain stable components of the free world. 

(f) The military assistance program in each country, and action in 
carrying out the programs of prior years, must be related closely to the 
current United States foreign policy with reference to that country 
and to developments in the general world situation. 

We have met with great cooperation from all the agencies involved 
in trying to tie all aspects of the program together. 

(2) The military program has a new aspect this year—the com- 
mencement of a major effort to equip the forces of our allies with very 
advanced weapons. This will involve the provision of about $530 
million worth of advanced weapons for those countries receiving 
military assistance who can use them effectively in defense of the 
free world. 
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A portion of the funds for these advanced weapons has already been 
earmarked for NATO countries in the illustrative fiscal year 1957 
program. The balance has not been distributed in such specific 
fashion but will be allocated after further study of their most useful 
and effective employment. 


DISCUSSION BY REGIONS 


While the problems of each country are different, it is more con- 
venient to discuss them in regional categories, which is the historical 
method of treatment. 

EUROPE—NATO 


Our earliest mutual security problems in the period following 
World War II were encountered in Europe. The Marshall plan, 
inaugurated in 1947, helped put Europe on the road to economic 
recovery, and that recovery continues. At the same time the military 
forces in the NATO countries have been strengthened rapidly. 

The aid request for NATO countries (excluding Greece and Turkey) 
in fiscal year 1957 is almost entirely military. For the second succes- 
sive vear no defense support or related aid, with the exception of a 
small amount for technical exchange, is being requested for any of 
these countries. 

The need for military assistance is based primarily on two main 
considerations. 

The first consideration is strategic. The security of Western 
Europe is vital to the security of the United States. Western Europe 
is a first line of our defense, and our divisions stationed there are 
testimony to this fact. Western Europe has the largest reserve of 
skilled manpower, and next to the United States, the greatest industrial 
potential in the world. It has a large pool of trained forces under 
arms. Its air and naval bases are vital to the defense of this country. 

The second consideration is economic. Notwithstanding Western 
Europe’s economic improvement, the heavy expense of creating and 
maintaining an adequate defense in the area imposes a severe strain 
on the resources of many of the NATO countries. The high cost of 
advanced weapons, coupled with the annual recurring costs of 
maintaining the defense establishment already built up, therefore, 
make the continuation of some United States military assistance to 
them desirable. Without this assistance, the effectiveness of their 
forces would not be maintained. Equipment would deteriorate and 
fall into disrepair for lack of spare parts, or become obsolescent. 

In their own defense, expenditures of NATO countries have con- 
tinued at a high level despite the fact United States economic aid to 
these countries has ceased. 

The expenditures which the European countries are now under- 
taking for their own defense are very substantial indeed. The total 
outlay for European defense establishments from 1949 to 1955 amounts 
to about $72 billion. Of this total, about $10 billion is represented by 
United States aid. In other words, the NATO countries are footing 
the bill for about 85 percent of their total defense expenditures. 
Moreover, since troop pay in Europe is very much lower than in the 
United States, the human and material resources actually devoted to 
defense by the Europeans are substantially larger than these figures 
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would indicate, by our yardstick. Likewise, the forces actually 
maintained through this expenditure are significantly larger than those 
that we could maintain for the same expenditure. 

In the coming fiscal year, of the military assistance proposed for 
Western Europe, the greater part will go to the NATO countries. 
This will be increased by the amount of any of the unallocated reserve 
of advanced weapons which may be assigned for use by NATO 
forces. In the light of all the circumstances, including the advan- 
tage to the free world of maintaining force strength and quality of 
equipment, the help proposed to the European nations in NATO is 
not disproportionate to the benefit to us as a nation, nor does the 
European effort as a whole represent less than a reasonable share of 
the common defense effort. 

Although no defense support or economic aid as such is proposed 
for these countries in fiscal year 1957, we are requesting $1% million 
for support of the European Productivity Agency, an arm of the 
OELEC. Through this Agency, the OEEC countries are working 
together to adapt and apply the best American and European tech- 
nical experience to the development of more dynamic economies in 
Europe, thereby strengthening the economic base for Western defense. 


WEST BERLIN, SPAIN, YUGOSLAVIA 


The second group of European countries with which we are con- 
cerned comprises West Berlin, Spain, and Yugoslavia. All three of 
these lie, politically and geographically speaking, on the periphery 
of Western Europe. They are not members of NATO and OEEC 
although Spain and Yugoslavia are observers in the latter organiza- 
tion. Spain and Yugoslavia have not benefited as fully from the 
European recovery as the other countries and their standards of 
living are appreciably below those of other European areas. Yet 
each of these countries is making a substantial contribution to the 
military, political, or psychological defense of the West, and each is 
joined with us in strong mutual security interest. 

Spain is cooperating with us in the construction of important air 
and naval bases; 

Yugoslavia, despite a common frontier with four Iron Curtain 
countries, continues to set an important example by guarding its 
independence from Soviet domination, and is a member of the Balkan 
pact with Greece and Turkey—both NATO members, though 
generally considered Near East countries; 

West Berlin stands as an outpost of the free world—a symbol of 
freedom, far behind the Iron Curtain. 

These are the three special situations for which defense support and 
related assistance is proposed. Along with the $1% million fer the 
European Productivity Agency, the nonmilitary aid proposed comes 
to $90 million. This is a slight reduction from funds available for 
similar programs for fiscal year 1956, and a reduction of more than 
50 percent from similar programs for fiscal year 1955. 


MIDDLE EAST, AFRICA, AND ASIA 


Turning from Europe to the Middle East, Africa, and Asia, the 
situation becomes much more complex and much more varied. In 
these areas we have a large number of new nations, some of them 
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recently emerged from colonial status. In most of these countries 
the levels of living standards, annual gross national product, industrial 
capacity, and per capita income are low in comparison to the more 
prosperovs parts of the free world. 

Some of these nations, such as Korea, Laos, Viet-Nam, Cambodia, 
and Taiwan, have recently suffered from the effects of war or are 
faced by large Communist forces at their borders, or both. There is 
ereat need for many of them to maintain substantial defense forces. 
This poses an economic problem of substantial proportions, for the 
military expenditure in many cases is totally beyond their resources, 
Nevertheless, they and the free world need this military effort so 
that they can remain free of external aggression and can put down 
armed internal subversion. 

Many of these allies of ours, and also other nations of the free world 
not receiving military assistance, are faced with internal economic 
problems, which would confront them even if they made no military 
effort. Their peoples, with unsatisfactory living conditions, are as- 
piring to a level above an austere subsistence standard. ‘They look 
to their leaders for a degree of economic progress which is beyond their 
powers to achieve unassisted. We thus must face the problem of 
nonmilitary assistance of an economic character: 

(a) To maintain the defense efforts of our less prosperous allies at 
desired levels; and 

(6) To assist some of our allies, and also various less developed, 
uncommitted free nations, to strike at those conditions of poverty, 
disease, and low living standards which tend to create unrest and 
instability and which, if not improved, can lead to disorder or collapse 
which would threaten world peace. 

Our allies want to be strong. If they are to be strong, we cannot 
see them bowed by an unbearable defense burden beyond ‘their ¢ capaci- 
ties and unable to meet the reasonable aspirations of their peoples for 
progress. 

In the case of uncommitted nations, we achieve an important objec- 
tive in the interests of the security of the United States and the free 
world, if we can succeed in helping them to make the progress which 
will keep alive their desire for independence as responsible and develop- 
ing members of the free world. We have no desire to impose our way 
of life upon them. Our sole purpose is to help them to develop the 
internal economic conditions in which free institutions can prosper. 
We hope to keep them from throwing their weight into the balance 
against the free world and on the side of communism. 

The problem has been greatly complicated by the increased economic 
activities of the Soviet bloc in relation to the free nations. Com- 
munist offers of economic, military, and technical help have a strong 
appeal for nations which need assistance badly, and we, therefore, 
must expect many of these offers, where they are sufficiently attrac- 
tive, to be accepted. Such acceptance involves dangers as well as 
material benefits. It increases the opportunities for Communist 
penetration ; it frequently places the Soviet Union in a falsely favorable 
light; it may tie the recipient unduly to the Communist bloe: it will 
bec capits alized upon by the Communist bloc; it will be capitalized upon 
by the Communists to proclaim their unselfish interest in the economic 
welfare of others. 
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We must take this danger with the utmost of seriousness. Some of 
the peoples throughout the Middle East and Asia are all to likely to 
accept the Communist propaganda line which puts the blame on free 
world nations for the existence of obstacles between present hard 
economic realities and their own economic aspirations. For many 
leaders in the region, the first direct contact with the Soviet Govern- 
ment itself has been with the new 1956 model of Soviet traveling- 
salesman-diplomat who smilingly and seductively offers on easy 
terms the capital and technical and military help they desire. These 
Soviet offers have included arms to Egypt, Afghanistan, and other 
countries, and machinery, food, industrial plants and technicians to 
many other countries around the world. While we have no intention 
of competing with the U.S. S. R., offer by offer—for to do so would 
be to abandon independence and judgment— yet we must take account 
of the new approach which Soviet tyranny has adopted to court the 
Moslem, Asiatic, and African worlds. 

Our policy, I believe, should be to continue to support projects and 
programs which, in the light of our best judgment and experience, 
contribute to freedom and sound development in these areas. We 
should not be stampeded into proposing projects beyond the capacity 
and energies of any nation, for, unlike the Soviets, we care about their 
future and will not deliberately entice a nation into the quicksands of 
overexpansion or inflation. We must recognize that pressing human 
misery has made many a nation nearsighted to the human tragedy of 
the concentration camps, slave labor, and brutal rigidity that lies 
back of the Soviet offers of arms and aid and Soviet methods of obtain- 
ing industrial advances. We must understand that responsible lead- 
ers in the newly developing region, no matter how moderate or how 
pro-free world they may be themselves, must make substantial de- 
liveries on programs of development in order to continue as leaders 
in their nations. Our program must recognize such circumstances. 
It in fact does so by helping to provide the kind of aid needed to 
carry forward sound development programs at a rate and in a volume 
adapted to the capacity of countries to maintain effectively and in 
terms of the economic and political circumstances that these countries, 
their peoples, and their leaders face. 

Before discussing the various countries of the Middle East, Africa, 
and Asia in more detail, I want to make two points which affect our 
pene ams in these areas. 

Great flexibility of action on the part of the United States is 
iia to meet situations as they arise. 

These areas are in a volatile stage of development and change. 
New problems are arising daily and old problems are constantly taking 
on new aspects. We should be in a position to take prompt action 
to deal with those situations where assistance is wise, before others, 
hostile to free-world objectives, exploit them dangerously. 

2. Some of these problems are long range. To be most effective, 
we should be in a position to make reasonable nonmilitary commit- 
ments extending beyond the span of a single fiscal year. The Presi- 
dent mentioned this problem in his message, and I shall discuss it later. 


MIDDLE EAST AND AFRICA 


I turn now to the situation in the Middle East and Africa in greater 
detail. As examples of some of our problems, let me mention a few 
individual situations. 
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Turkey’s assumption of an extraordinarily large military burden— 
she is presently contributing a substantial part of the ground forces of 
NATO—merits our continued support. The combination of the 
demands of the defense establishment and the costs of accelerated 
development have brought about serious economic strain. The 
Government of Turkey has recently announced a stabilization pro- 
gram containing those elements of economic reform which can con- 
tribute to financial balance if properly carried out. 

The oil of Iran is beginning to add substantially to that country’s 
capital development, but in the next year or so Iran will still need 
help in meeting the heavy costs of government that are occasioned by 
large military expenditures and the needs for development. 

We support the Egyptian Government’s determination to build a 
better life for her people. To bring fruition to their strivings for the 
common decencies of life, Egyptians need aid to provide long-range 
buildup of their resources, such as the high Aswan Dam will accom- 
plish. At the same time, Egypt must satisfy immediate needs so that 
there will be a long-range future with which we can cooperate. Our 
relationship with this great Moslem state depends on our understand- 
ing of both future and present economic requirements in connection 
with which Egypt needs external help. 

In the Arab States and in Israel, we hope that our programs, which 
are designed to accelerate desperately needed economic development 
and to provide a partial answer to the pitiful plight of the refugees 
from Israel, will also help in the solution of the bitter controversies 
that now plague the whole Near East. We are prepared to support 
any programs or projects that hold real promise of constructive 
progress on these —— including broad support for regional pro- 
jects that will harness the energy and equitably distribute the waters 
of the Jordan River or facilitate the resettlement of refugees. 


MIDDLE EAST AND AFRICA FUND 


Three factors in particular create a special need for the capacity for 
flexible action on the economic front in the Middle East and Africa. 
The first is the increased Soviet activity in the area. The second 
factor is a past pattern, which there is every likelihood will continue 
to repeat itself in the future, of frequent and sudden economic crises 
in certain countries of the region. The third consideration is the 
fact that many of the major problems of the region with which our 
aid programs must deal are of a kind which concern two or more 
countries. This means, when given the sensitive political issues in- 
volved in the relationships among some of these countries, that the 
exact timing and character of the eventual solutions to these problems 
cannot be accurately forecast, nor the precise manner in which our 
aid can contribute. 

We need to have available a fund, which is not programed in detail, 
far in advance and country by country. This should be available 
during the coming fiscal year for carrying out major country and 
regional projects which seem of particular importance in solving 
economic problems and in maintaining peace and stability. Such a 
fund would place the United States in a position to give highly desir- 
able economic assistance without having to divert funds earmarked 
for some other specific purpose. Such a fund would avoid the neces- 
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sity of transferring funds to high priority projects suddenly develop- 
ing, at the expense of soundly conceived country programs which have 
been carefully presented for your approval as illustrative programs. 

The President suggests a fund of $100 million. We would expect 
to have it obligated in the course of the coming fiscal year. Some of 
it would doubtless be applied in aid of projects which we are already 
considering but which have not at the moment developed to a point 
where we are able to present them as part of our specific illustrative 
programs. Some of the fund would doubtless be applied to meet 
emergency situations. 

SOUTH ASIA 


In the light of Pakistan’s commitment to the free world in the 
SEATO and the Baghdad Pact, her efforts to maintain adequate 
defenses and to build economic strength deserve our strong support, 
for Pakistan’s strength and freedom are a center link to a chain that 
guards free Asia. 

Consistent with our policy of helping to strengthen free nations 
which are striving to maintain their independence and which require 
help in achieving a rate of economic growth adequate for the minimum 
needs of its people, we plan to assist India in carrying out its second 
5-year development program, which is to be initiated this year. It is 
important for the United States to give continued assistance, as 
evidence of our interest in and friendship for the Indian people, thus 
helping a great nation, devoted to the principles of freedom, to make 
the economic advances which are essential to its welfare. 


FAR EAST 


The mutual security program in the Far East currently includes 
programs for Korea, Taiwan, Japan, the Philippines, Thailand, 
Viet-Nam, Cambodia, Laos, and Indonesia. In general, the reasons 
which I have already advanced for assistance to the less developed 
countries of the Middle East, Africa, and south Asia apply with equal 
force to all our Far Eastern friends and allies, except, in part, in the 
case of Japan, which is the only highly industrialized country in the 
Far East. 

The major part of the total aid proposed for the Far East would go 
to Korea, Taiwan, Viet-Nam, Cambodia, and Laos. Each of these 
countries is now maintaining large military forces which it requires 
for its self-defense. ‘These forces are larger, in some cases many 
times larger, than those which these countries can raise and support 
with their own resources alone. Over the past several years, we have 
helped them to develop and maintain these forces through the pro- 
vision of all types of aid. As a result, the strength and effectiveness 
of these forces has increased very greatly, but this strength and 
effectiveness cannot be sustained without continuing aid of con- 
siderable magnitude. Modern forces are far more expensive to main- 
tain than primitive ones. Moreover, expanded forces require new 
facilities such as airfields, naval bases, and barracks. ‘These countries, 
with their very limited resources, cannot meet the high costs involved 
out of their own revenues. 

Some of these same nations, like Korea and Viet-Nam, have also 
faced the problem of recovering from the effects of war and of caring 
for and absorbing a great influx of refugees. They lack the foreign 
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exchange to import consumer goods, industrial raw materials, ma- 
chinery, and spare parts which their present economies need. They 
also face the necessity of increasing their own capacity for self-support 
and of making a beginning at the long task of economic development 
to raise living standards. 

These countries will necessarily receive substantial military as- 
sistance under the 1957 program. The threat of further Communist 
aggression is not by any means removed and it is unfortunate that, 
in countries with so much need for economic progress, it is necessary 
for the free world to spend such large amounts for military purposes. 
In the present state of the world this cannot be avoided. 

The aid program for Korea continues to be the largest single aid 
program currently being conducted by the United States. ‘This is 
true of both its military and nonmilitary components. This is 
partly because Korea has the largest single army in the Far East 
and one which is well beyond the capacity of Korea to support unaided. 
This army is largely composed of battle-trained veterans, and it has 
been created, and then maintained, at its present effective strength 
only by huge volumes of continuing military aid and defense support. 


PRESIDENT’S FUND FOR ASIAN ECONOMIC DEVELOPMENT 


A year ago, the Congress authorized appropriations of $200 million 
for Asian economic development, but on!v $100 million was appro- 
priated. This year the President has requested appropriation of 
the remaining $100 million. This committee is not called upon for 
any action now upon this request since the appropriation has been 
authorized. 

The Congress knew that planning the expenditure of this money 
would take some time and the funds appropriated were therefore made 
available for a 3-year period. 

The first major expenditure from this fund will probably be for a 
regional nuclear research and training center to be located in the 
Philippines for the benefit of Asians. This was announced only last 
week. The Brookhaven National Laboratory will start off a com- 
prehensive survey of this next month (April 1956). Other projects 
under study involve communications, mineral resources development, 
production improvement, rail and water transportation, and various 
regional technical training centers. 


LATIN AMERICA 


The fiscal year 1957 program recommends continuance of our 
technical cooperation programs in Latin America. These are effective 
in assisting the self-reliant governments and peoples of Latin American 
countries in their own development activities. ‘These governments 
are striving to achieve higher health, social, and economic standards, 
and the technical assistance we have been able to furnish has been 
warmly received and generously acknowledged. 

The programs are designed to assist the peoples in each country 
to develop and utilize more effectively their tremendous human and 
natural resources. The programs are cooperative in that our repre- 
sentatives and those of the host government work side by side and are 
supported by the pooled contributions of both countries. 
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In a recent trip to several Latin American countries I gained the 
impression that the broad objectives of the mutual security program 
are being achieved in generous measure. In each country, whether 
it was in the palace or the foreign office or in some jungle area of the 
interior, the answer to the question, ‘‘Who is carrying out this pro- 
gram?’’ was invariably, ‘‘We—your people and our people.” This is 
the partnership spirit with which our people are carrying out the 
program, and it is gratifying to me to find that it is shared by those 
with whom we work. I think you can feel assured that these tech- 
nical assistance programs are a source of genuine good will between 
the United States and Latin America. 


OTHER ACTIVITIES 


We assist, as you know, various projects handled through U. N. 
agencies. In dollar amount our contributions to these agencies are 
included in the fiscal year program for a total of $27,800,000. 

Witnesses directly concerned with supervising and operating these 
programs will testify about them. They are in general comparable 
in size to the programs of earlier years. 

It has been the policy of the United States to participate in these 
efforts of the United Nations as well as those of other international 
organizations to deal with certain problems of economic development 
and to meet the serious difficulties of certain especially needy people 
whose problems are best handled through multilateral action. We 
propose support of (a) our own program for escapees from commu- 
nism, (6) the work of the Intergovernmental Committee for European 
Migration (ICEM), and (c) the program of paying ocean freight 


costs on donated relief supplies. These humanitarian programs are 
part of this Government’s general support of collective action in the 
solution of important world social and economic problems, some 
arising out of World War II. 


THE NEED OF FLEXIBILITY 


I have already referred to the need of flexibility to deal with the 
problems which confront us. This need will be apparent if I review 
for you briefly our planning and program cycle. 

Ordinarily we come before your committee in the late spring. 
Incidentally, we are here before you earlier this year than in any year 
since 1952. Hearings before this committee, the Senate Foreign 
Relations Committee, and the two Appropriations Committees are 
thorough and complete and we develop for your benefit illustrative 
programs which indicate the purpose for which we are asking very 
large sums of money. 

These illustrative programs when they reach you have gone through 
a long process. Already the country teams in the countries involved 
are working on the early stages of the planning for the fiscal year 
1958. Much of the planning at the country level for the 1957 fiscal 
year program was done a year ago. These country programs, both 
military and economic, then receive a very thorough screening in the 
field and in Washington. Priorities among the projects are then 
determined. Those least useful and with least promise are eliminated 
and the program requirements are reconciled with fiscal needs. The 
Bureau of the Budget thereafter participates in extended hearings on 
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the programs as developed and they are again further refined. Thus, 
funds actually appropriated in the late spring or early summer of 
1956 for the fiscal year 1957 program will be based on planning which 
started in the spring of 1955. 

Appropriation of funds does not end our planning process. The 
Congress frequently makes changes in the program. ‘This necessitates 
an extended further program review to adjust the illustrative pro- 
grams to congressional action and to changes in the general world or 
country situation. It takes time to make allocations of funds to 
particular programs and situations. Usually we do not get the funds 
in form to be used until November or December of the calendar year 
in which the appropriations are made. After that we must begin 
the long process of negotiation, first with other governments and later 
with contractors, designed to insure that we spend the money you 
have granted to us with wisdom and frugality. The negotiation can- 
not be started (particularly with foreign governments) until we know 
we have money to spend. This is particularly true with respect to 
country programs including the sale of agricultural commodities or 
the use of loans as part of the program, for in general, the agreement 
with such a country is on a “package” basis. Both for the Defense 
Department and for ICA, this puts us on a very tight time schedule 

Z teeta active negotiation work by a busy staff just at the time 
when it is preparing to present the program of the next succeeding 
fiscal year to you. 

This presentation is a very intricate task indeed. The large 
presentation documents which come to you each year do not write 
themselves. They involve a vast amount of careful writing, checking 
of figures, interdepartmental coordination and clearances, and editi ing. 
The defense and ICA program and operating staffs have been working 
steadily on the documents which you have before you for over 2 
months and at the same time have been pressing to carry out the 
obligating of fiscal year 1956 funds. The same people must work 
on both tasks, for they are the only people who have the detailed 
knowledge to do this. The situation is particularly difficult because 
section 106 of the Appropriation Act provides that not more than 20 
percent of the funds made available under the act may be obligated 
or reserved during the last 2 months of the fiscal year. 

I wish to make two principal points on the basis of this description 
of the cycle. 

First, a period of 1% to 2 years thus elapses between (a) iritial 
planning and (b) obligation of funds. This means a substantial time- 
lag between ascertainment of requirements and obligation of funds. 
New and substantial requirements can develop rapidly in the interim. 
We can meet these new requirements under present legislation in 
two ways. 

1. We can transfer funds from other carefully prepared programs. 
This is undesirable because it means abandonment or postponement 
of carefully planned programs of assistance which are badly needed. 

2. We can use the $100 million President’s contingency fund under 
section 401. ‘This is our most valuable flexible asset in carrying out 
mutual security objectives and we should save this for the most serious 
emergencies and unprogramed calls on our funds. The proposal of an 
additional Middle East and Africa fund which I have already men- 
tioned, in essence would give us a further available source of emergency 
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funds for use in this region. Although this fund would be earmarked 
for use in a particular area of the world, it is a region in which unex- 
pected need for funds is especially likely to arise. 

Second, the planning and program cycle which I have described 
shows that the time available for obligation of mutual security funds 
is very short indeed, especially when 80 percent of them must, under 
the provision of the present appropriation law, be obligated during the 
first 10 months of the fiscal year. I believe the taxpayers would get 
better value for their money and the conduct of the mutual security 
program would be improved if the Congress were to adopt the follow- 
ing recommendations: 

(a) Make military assistance funds available on a no-year basis as 
in the case of most other military procurement funds expended by the 
Department of Defense; 

(6) Provide that at least 25 percent of nonmilitary Mutual Security 
Act funds shall remain available until September 30 following the end 
of the fiscal year (i. e., be 15 months’ funds). 

I feel sure that the present provision limiting obligations in May 
and June to 20 percent of appropriations for the year exerts undue and 
unnecessary pressures for early obligation of funds which inevitably 
lead to hasty action. In essence, the present provision moves the 
pressure for last-minute obligation of funds forward from June 30 to 
April 30, thus worsening the situation instead of improving it. I 
hope that the Appropriations Committees will see fit to relieve us of 
this requirement. 

Further flexibility is needed in another wholly different direction. 
At the present time, the President is authorized to use under the pro- 
visions of section 401 of the Mutual Security Act (President’s special 
fund), without regard to the provisions of the act itself or of any other 
statute for which funds are appropriated under the act: 

(a) $100 million specifically appropriated under the act for fiscal 
year 1956; and 

(b) $50 million of any other Mutual Security funds appropriated 
for fiscal year 1956. 

This provision has enabled us to move promptly to carry out the 
purposes of the act in a number of critical situations where these 
purposes could not otherwise be accomplished within one or more of 
the normal restrictions of the Mutual Security Act and of certain 
other statutes. 

We believe that the ability to act rapidly in an unrestricted fashion 
will prove to be even more necessary in the year which lies ahead. 
Accordingly, the President has recommended the broadening of the 
valuable authority provided by section 401 in three respects. 

First, he has requested that the amount which is subject to the 
provisions of section 401 should be increased from $150 million 
(composed of a specific appropriation for fiscal year 1956 under sec. 401 
of $100 million and any other $50 million of fiscal year 1956 mutual 
security funds) to $300 million (composed of a new specific appropria- 
tion of $100 million for fiscal year 1957 under sec. 401 and any other 
$200 million of fiscal year 1957 mutual security funds). This would 
mean that $300 million, or about 6 percent of the total mutual security 
funds requested for fiscal year 1957 would be subject to the high degree 
of flexibility now siieodea by section 401. 


Second, the President has requested that he be given authority to 
use not in.excess of $100 million of the funds available under section 
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401 without regard to the requirements of any act, if the President 
determines that such use would be similar to the broad exemption 
already furnished by section 404 of the act with respect to the ae 
provided under that section. 

Third, he has requested that the amount of funds which may be 
allocated under section 401 to any one nation in any one fiscal year 
be increased from $20 million to $40 million. 

These three changes would be an important addition to the au- 
thority of the Department of Defense and of ICA to move rapidly and 
flexibly to take necessary action in cases which may arise. 


LONG-TERM COMMITMENTS 


The President has recommended that for nonmilitary projects of 
significance or importance the President be authorized to make com- 
mitments for not over 10 years. The funds to fulfill such commit- 
ments would come from appropriations for nonmilitary purposes and 
would not exceed $100 million in any one year. 

The significant feature of the requested authority would be that 
the President would be able to give to other nations assurance, bac ked 
by congressional approval, that annually an agreed U nited States’ 
contribution to the projects in question will be made within and 
subject to the limits of the funds made available annually. 

The Aswan Dam has frequently been cited as an example of the 
type of project in contemplation. Although in the initial stages of 
this project, use of the requested new commitment authority may 
not be involved, it does serve to illustrate the possible use of the 
requested authority. 

This project is a large river development involving many facets 
(irrigation, power, transportation, flood control, related agricultural 
enterprises, and service activities) all of which in the aggregate con- 
stitute a long-range development project, partly to be financed by 
the country to be benefited, and partly by assistance programs and 
international loans. All these elements of such an enterprise must be 
pulled together into a sound arrangement for its financing. To obtain 
one part of the financing there must be assurance of the availability 
of the balance. The government of the country concerned must 
know that the project is financially feasible before it can safely go 
forward or even plan on a firm basis. 

Other types of projects for which such a power would be useful 
involve harbor development, road systems, inland waterways, power 
systems, communications systems, industrial and educational centers, 
with their respective related and subsidiary schemes. If these are to 
be carried out over a period of years, there is no need of actual appro- 
priations until the year in which the funds are actually to be obligated 
approaches. However, we do request the authority, at an earlier 
date, to make commitments not amounting to binding contract 
authority, but backed by the assurance of the Congress that these 
are undertakings for which we expect later to make appropriations. 
This authority may prove to be a very powerful and useful mutual 
security instrument in the difficult years lying immediately ahead. 

From personal experience in the House of Re »presentatives, | know 
and understand the congressional reluctance to permit long-term 
arrangements. The Congress likes to review proposed appropriations 
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on an annual basis and to check on the expenditure of previously 
granted funds, before granting new authority. This opportunity to 
review will not be completely lost under the proposal, for annual 
appropriations must be made. 

In the face of greatly increased Communist activity in the economic 
field, those charged with the execution of our mutual security programs 
are going to need every reasonable tool to accomplish their objectives. 
The Communist leaders can act on dictatorial fiat. without account- 
ability to anyone. They need not give thought to any wishes of 
their own people or to their crying need for consumer goods. We 
seek no such autocratic power. 


AGRICULTURAL COMMODITIES 


Under section 402 of the 1954 act, as amended, $300 million is to be 
used in the current fiscal year to finance the export and sale for foreign 
currencies of surplus agricultural commodities produced in the United 
States. If we fail to arrange for such exports in the full amount, to 
the extent of our failure, we cannot use our appropriations. To that 
extent the mutual security program of the United States and its allies 
is curtailed, and carefully planned projects must be scrapped or post- 
poned. 

In fiscal year 1956 we hope to reach the $300 million mark, but may 
fall short. Whatever figure we reach will be only after much effort 
and in the face of many difficulties. In these situations, we must 
always try to avoid hurting normal export markets for United States 
agricultural products or for the products of our allies and friends. 
If we did cause such injury, we would do damage to the very cause of 
free world security and stability we are trying to serve. This limits 
our opportunities. The 50-50 shipping provision also sometimes 
makes the problem difficult, particularly our efforts to work out 
triangular arrangements. The shift of the mutual security economic 
program toward less developed countries, which are predominantly 
agricultural, and therefore need our surpluses less, also accentuates 
the problem. 

I, therefore, ask that the requirement of section 402 for the coming 
fiscal year be set at $250 million. We shall do our utmost to carry 
out the purposes of section 402, but we do not want to see useful 
projects abandoned for lack of funds, merely because under current 
world conditions we find it impossible to reach some arbitrary goal. 


LOANS 


In the administration of the mutual security program it has been 
this Government’s policy to encourage the financing of nonmilitary 
projects and activities by private investment or through public lending 
institutions such as the Export-Import Bank and the International 
Bank for Reconstruction and Development. This policy has been 
considered and applied in formulating the program for fiscal year 
1957. Unfortunately, loan financing of this character has not been 
available in adequate amounts to meet the requirements for capital 
even in many countries whose economies are sufficiently stable to 
indicate capacity for repayment. 

Under the mutual security program, we have provided our assist- 
ance in the form of loans rather than grants, so far as this was con- 
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sistent with the attainment of mutual security objectives. We have 
tried to make sure that loans did not supplant those which might be 
available from the public lending institutions or replace potential 
private capital investment, if that possibility exists. Consequently, 
we have restricted the use of mutual security loans to situations in 
which the transaction would not take place at all unless on terms 
substantially more liberal than those available from the public lending 
institutions. The efforts this year to increase the volume of loans 
actually made under the mutual security program have been dis- 
appointing. It has been found that the attempted substitution of a 
loan for a grant is frequently, either for political or economic reasons, 
inconsistent with the attainment of mutual security objectives, unless 
the terms of such loans are so liberal as in effect to constitute partial 
grants. 
UNEXPENDED BALANCES 


At a later stage of these hearings, the appropriate accounting officers 
of the Defense Department and of International Cooperation Adminis- 
tration will discuss in detail the status of past appropriations and the 
unexpended balances of prior appropriations which we anticipate at 
the end of fiscal year 1956. 

My present estimate, on the basis of information furnished by the 
Department of Defense, is that the balance of unexpended military 
assistance appropriations on June 30, 1956, will be about $4.8 billion. 
This balance will represent a decline in the 2-year period since June 30, 
1954, of about $2.9 billion. It will be equal to about 2 years of mili- 
tary assistance expenditures at the average rate for the fiscal years 
1955 and 1956. 

On the nonmilitary side, on June 30, 1956, there will probably be a 
slight decline in unexpended balances from the levels prevailing at 
the end of June 1955 and June 1954. This balance will be equal to 
about 1 year’s expenditure at the average rate now prevailing. 

The new military assistance authorization requested is equal to 
about 1 year of expenditures ($2.4 billion) at the present rate plus om 
$530 million requested for advanced weapons of a type for which, 
general, no previous appropriations have been made. The non- 
military authorization requested is equal to about 1 year of expendi- 
tures at the current rate. 

This, ladies and gentlemen, is a summary of my views on this vast 
program. The needs for such a program were never greater. The 
usefulness of it seems to me to be borne out by the news we read in 
each day’s newspapers. We shall try to give you in the days to come 
a full picture of every aspect of the program. We think that the 
facts which you will hear in testimony and will find in written form 
in the presentation books will be more convincing than any expression 
of opinion anyone can give you. 

Mr. Chairman, ladies and gentlemen, I am extremely sympathetic 
to you and the other members of your committee, as you say, because 
of my background; I hope you will be equally sympathetic with me 
and some of the problems I have to deal with. 

Chairman Ricuarps. This is a two-way street. 

Mr. Houuister. It was just 7 or 8 months ago that you were kind 
enough to ask me to come to a meeting of this committee, and wel- 
comed me in taking on this work. 
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You said at that time, Mr. Chairman, that you considered this 
perhaps one of the most difficult assignments in the Government. 
I just want to tell you now that was an understatement. However, 
I think it is the most interesting work in the Government. It is so 
extremely essential to the security of the United States that it is 
rewarding to work in it and to do the best one can in learning, which 
needs a great deal of time, then in operating, which brings up a great 
many very difficult problems. 

It seemed to me that I ought to try to find out at first hand some of 
the problems which were facing us. 

When I took over this work on the 1st of July, I did not have the 
background that Mr. Hoover had, and which you referred to yester- 
day, in having international experience as an engineer. Therefore it 
seemed wise to do some traveling. So, altogether I suppose I have 
been traveling, if you added it in one bunch, about 2 months of the 
time since | took over. 

In that time I have been to 17 different countries, all the countries 
of the Far East, and almost all the countries where the large spending 
occurs. I have had regional meetings in the other areas that I did 
not cover by individual countries, a regional meeting in Europe, a 
regional meeting in Cairo for the Near East and Africa, and a regional 
meeting in Lima, Peru, for the Latin American countries. 

Chairman Ricuarps. In your peregrinations did you run into 
any Congressmen? 

Mr. Houutsrer. I ran into a distinguished member of this com- 
mittee, whom I was able to persuade, I am glad to say, to go with me 
from Rio—I was disappointed that the chairman himself could not 
also go—and who went along on a trip to five of the Latin American 
countries, and who was most useful and valuable not only in his 
knowledge of the work but in presenting a very dignified mien in a 
great many of the meetings which he attended. 

Chairman Ricuarps. Who was that? 

Mr. Houuister. That was Mr. Vorys. 

Chairman Ricwarps. Did he conduct himself properly? 

Mr. Houutster. He conducted himself properly, except unfortu- 
nately we put too great a strain on him because he caught a bug in 
Guatemala which laid him low for some little time. 

I have given the committee a statement, Mr. Chairman, which I 
hope the members have had a chance to read. It is rather long and 
I won’t take the time of reading it entirely today, but I would like 
to read extracts from it, particularly those that refer to the charts 
which I would like to show to the committee. 

The first chart which I have, which you will see over the mantel- 
piece, is a chart of the countries participating in the mutual security 
program for the fiscal year 1957. I should point out immediately, 
because I am sure if Mrs. Bolton were here, she would raise the ques- 
tion, that I have not included on this chart the dependent overseas 
territories of the “metropoles’ or parent countries. There are six 
areas in Africa where we have small programs and expect to continue 
them for the coming year. 

Then there are Caribbean activities, including the blind spots on 
the map here in British Guiana, Surinam, British Honduras, and a 
few of the island activities which we also carry on in a minor way, 
that is, minor in amount. 
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You will see from this map, which, being on Mercator’s s projec tion, 
makes parts of the world look larger than the »y would otiterwise be, 
the wide activities of this organization, and how we have this long 
string of operations running from Europe through to the Middle 
East, Asia, south Asia and the Near East, makes a contsnuous line 
with the exception of Burma. 

You can see from the map why that is necessary. You “an see the 
demarcation line in Korea where armies look at each other across a 
truce line, and the same thing in Viet-Nam. You see,jof course, 
Taiwan, as we now generally call Formosa, where a large bart of the 
money is spent. ‘The world map gives you a pretty good! picture of 
the whole scene. | 

I wish we could keep this map so you could watch it ald the time, 
but I am afraid we will have to cover it up with other chats, owing, 
as Mr. Jackson says, to the fact that you don’t have the; size room 
that you would like to have in order to put those things uj). 

Mr. Vorys. Would you permit a question? How many countries 
are you in? According to that map it looks like 54, but tir may be 
an overlap. 

Mr. Houuister. It depends on what you are talking about. I have 
done my best to cut down expense everywhere, not only in the field 
but also in Washington. I closed five missions in Europe ‘because of 
the fact that our activities were residual, remaining over from some 
past program. There are no new programs planned. {These are 
Oslo, Brussels, The Hague, Lisbon, and Copenhagen. Lon: lon i is clos- 
ing out. Paris is closing out. Also Germany. Italy will be closed 
out, though not quite so fast. So, we will shortly end up jin Europe, 
so far as the economic side of the program is concerned, wit/a an opera- 
tion solely in Spain and Yugoslavia, if you don’t count Grpec e in the 
European picture, as we usually do not. | 

Chairman Ricuarps. Is there something for Berlin? _ ; 

Mr. Houuster. There will remain a program in Berlin, ¢ small one, 
to prove to the world that we are keeping the Berlin bastiog & and help- 
ing the West Berlin people to a certain extent. That will be main- 
tained. There is still a vestigial technical-assistance progrkm in both 
Italy and France, and a little in Austria for the coming yepr. 

The general aid picture has stopped in Europe. If you; asked the 
number of countries, Mr. Vorys, it changes, depending or} what you 
include in it. This being a mutual security general map, jit includes 
the military as well as nonmilitary, because we start out onjthe theory 
that the mutual security program is a unit, that the military and non- 
military go hand in hand, that in each country we have to; watch the 
whole picture of what the military program and the nonmilitary pro- 
gram are so they are a cohesive whole. 

Chairman Ricnarps. I am afraid some of the committee members 
can’t read the point at this distance. 

Mr. Houustrer. The red is military only; the pink is military and 
nonmilitary; and nonmilitary only is light pink. Mr. Vorys, added 
up, these make 54. If you add ‘the overseas dependent iterritories, 
you have over 70 areas in which there is some operation, from the 
several hundred million that we are spending in Korea to the few 
hundred thousand that may be spent in some of the over seas terri- 
tories. 


| 
| 
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I will read a little of this statement that I was to make, simply 
because I think it fits in better with the charts than talking without 
the script before me. 

The program, as this committee well knows, is both military and 
nonmilitary. In this program, the Director of ICA performs two 
distinct roles. One of these is as head of a semiautonomous operating 
agency within the State Department. 

1 am emphasizing that. As you know, a year ago, on July 1, the 
FOA ceased to exist. That was an independent agency. The ICA 
became what the President referred to as a semiautonomous unit 
operating within the State Department. In other words, I operate a 
separate unit but I am part of the State Department, and I report 
directly to the Secretary of State, or, in his absence, to the Under 
Secretary. 

This agency is charged with the development and execution of most 
of the nonmilitary aspects of the program. With respect to the non- 
military phases of the mutual security program, ICA administers the 
operations through a planning and administrative staff in Washington 
and through several thousand representatives in the field. 

The other role of the Director is that of coordinator of the whole 
rogram. ‘This is not by virtue of his position as head of ICA, but 
y special delegation of the Secretary of State. Under this delega- 

tion it is the duty of the Director of [CA to coordinate all elements 
of the mutual security program. In all foreign policy matters, I 
take guidance from the Secretary of State. 

The Director in his coordinating activities must see that the 
whole problem in each country is examined and is taken into account 
and that the program in all of its aspects, policy, economic and mili- 
tary, is properly designed to accomplish the objectives of the program. 
Accordingly, in presenting our requests for funds for your considera- 
tion, we will try to describe fully to you the problems of each region 
and country as a whole, in all its aspects. We will plan to have here 
at all times (1) a representative of the State Department for the region 
under discussion, who can answer your questions on foreign policy; 
(2) a representative of the Department of Defense who can inform 
you about the military situation and program; and (3) a regional 
representative of ICA to explain the economic and nonmilitary 
programs. 

As to the total program, I will merely mention this because Mr. 
Hoover discussed it fully with you. 

The total program (to be met out of new appropriated funds) pre- 
sented for fiscal year 1957 is $4.86 billion. Of this $3 billion is for 
military assistance. The balance of $1,860 million is nonmilitary, 
although much of it directly supports military effort. 

I am now showing you a chart which will give you by function the 
1956 appropriations and the 1957 appropriation request. (Chart ap- 
pears on p. 53.) That shows in red the military assistance. I don’t 
know how well you can read it back there. Military assistance is in 
red. Defense support is in light green. This shows the size of de- 
velopment assistance. The technical cooperation is the pink here. 
The others are various things which don’t drop into these functional 
categories immediately, which is the light blue. There is the Presi- 
dent’s contingency fund in both years. There is the Asian develop- 
ment fund for next year and for this year. I think that covers 
everything. 
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Chairman Ricuarps. May I call the attention of the committee 
to this series of charts which correspond to the ones that you are show- 
ing, do they not? 

Mr. Houuster. Yes. 

Chairman Ricuarps. I notice the first and second are exactly alike. 

Mr. Houutster. We have had prints of them made for you. Un- 
fortunately, some of them did not come out perfectly, and we will 
try to get better prints to you later. It is hard to get the color to 
show as we would like it. 

For the description and details of the purely military part of the 
program, you will hear from representatives of the Department of 
Defense. However, as coordinator of the mutual security program, 
there are some aspects of that program on which I wish to comment. 

(1) The military program has been developed country by country, 
with careful consideration of the entire situation in each region and 
country. 

(a). In determining the military assistance to be furnished to a 
country, we have tried to consider all aspects of that country’s 
status, including the nature of the risks and dangers to the country 
itself and the relationship of such risks and dangers to the security 
position of the free world. 

(b) We have considered what nonmilitary projects are necessary 
to give direct support to the military effort. 

(c) We have considered the capacity of the country to produce 
internally or to procure elsewhere and pay for equipment which it 
needs. 

(d) Equally, if a country cannot, without either injury to its 
economy or outside aid, maintain agreed forces and adequate political 
stability important to the security of the United States and the free 
world, we must frame our nonmilitary programs in a way which helps 
to make possible the maintenance of the desired defense strength. 

(e) We must give attention to the very practical consideration 
which exists in many countries: What is the maximum defense expen- 
diture which the country can make without endangering the economic 
health and progress of the country? In countries with low per capita 
incomes, this is important because the peoples of the less developed 
countries have reasonable aspirations for better conditions which 
should be satisfied as fully as practicable, if the countries are to 
remain stable components of the free world. 

(f) The military assistance program in each country, and action in 
carrying out the programs of prior years, must be related closely to 
the current United States foreign policy with reference to that 
country and to developments in the general world situation. 

We have met with great cooperation from all the agencies involved 
in trying to tie all aspects of the program together. 

(2) The military program has a new aspect this year—the com- 
mencement of a major effort to equip the forces of our allies with very 
advanced weapons. This will involve the provision of about $530 
million worth of advanced weapons for those countries receiving 
military assistance who can use them effectively in defense of the 
free world. 

A portion of the funds for these advanced weapons has already been 
earmarked for NATO countries in the illustrative fiscal year 1957 
program. The balance has not been distributed in such specific 
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fashion but will be allocated after further study of their most useful 
and effective employment. 

The representatives of the Department of Defense will go into great 
detail on that. Mr. Hoover touched on it yesterday. I won’t go far 
into the question of new weapons. 

We have a chart here so you can compare appropriations for the 
various functions as between 1956 and 1957. (Chart appears on p. 
56.) These are the appropriations for 1956 against the requested 
appropriations for 1957. Of course, military assistance shows a very 
substantial change, which Mr. Hoover discussed yesterday, and which 
the speakers representing the Armed Forces will discuss in consider- 
able detail later. 

You see the defense support has gone up, I don’t know whether 
you want to say ‘‘substantially,” has gone up by 10 percent, maybe a 
little more. That is largely in Asia. Development assistance stays 
almost the same. ‘Technical cooperation remains practially the same. 
The Asian development fund, of course, is identical, The Middle 
East and African fund, which Mr. Hoover referred to, is new. The 
“other” includes the President’s contingency fund. That fund re- 
mains the same. The reason you have a difference in “other” be- 
tween the appropriations and appropriation request next year is 
that you do not have a new appropriation request for certain items 
which will be carried over, ‘That is the reason for the 1956 figure’s 
being slightly higher than that for 1957. 

The aid request for NATO countries (excluding Greece and Turkey) 
in fiscal year 1957 is almost entirely military. For the second suc- 
cessive year no defense support or related aid, with the exception of a 
small amount for technical exchange, is being requested for any of 
these countries. 

I am trying to accentuate that economically we are getting out of 
Europe and in substance are really out now. 

This is the chart of the mutual security program by regions, which 
includes the military and nonmilitary combined. (Chart appears on 
p. 57.) Wewill later break that down, when we come to the economic 
side of it, but that gives you a general picture of the whole world 
scene. This is military and economic combined, 1956 as against 
1957. You can see that the Asian proportion is about half of the 
world there, a little bit more here. Europe is substantially up for 
1957 because of the military part of it. It is almost all military in 
urope. The Near East and Africa is up substantially, and non- 
regional remains very much the same. Latin America remains very 
much the same. 

There are two charts showing the NATO countries. These are 
the NATO defense expenditures against United States military 
assistance. (Chart appears on p. 58.) This will be gone into very 
much more by the representatives of the Department of Defense. 
But here are the total defense expenditures of these countries, and 
here is what the United States’ military assistance has done. 

Some people ask why we continue to give military assistance to 
the NATO countries, not realizing the extent of the effort that those 
countries make themselves. That chart gives it to you very clearly. 
The size of their own effort as against that which we give is shown. 
We look on it as a combined effort for the defense of the world, for 
the Free World, and therefore as mutual defense as far as our country 
is concerned. 
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Chairman Ricuarps. I believe you said their combined contribu- 
tions is about 85 percent? 

Mr. Houutster. I think that is about it. 

This shows the economic assistance as against the NATO defense 
expenditures. (Chart appears on p. 60.) You see our economic 
assistance against what they have spent on defense was $3 billion here 
in 1950, and steadily going down until 1955 it has practically gone out. 
The reason we don’t carry NATO defense for 1956 and 1957 in these 
figures is that it is confidential information. So we have just gone 
through 1955 as far as the expenditures of the NATO countries are 
concerned. 

We were discussing the NATO countries. I will just touch on the 
other European countries, and we will go into detail later. The 
second group of European countries with which we are concerned 
comprises West Berlin, which the chairman asked about, and Spain 
and Yugoslavia. 

Spain is cooperating with us in the construction of important air 
and naval bases; 

Yugoslavia, despite a common frontier with four Iron Curtain 
countries, continues to set an important example by guarding its 
independence from Soviet domination, and is a member of the Balkan 
pact with Greece and Turkey—both NATO members, though gener- 
ally considered ‘‘Near East” countries; 

West Berlin stands as an outpost of the Free World—a symbol of 
freedom, far behind the Iron Curtain. 

These are the three special situations for which defense support 
and related assistance is proposed. Along with the $1% million 
for the European Productivity Agency, the nonmilitary aid proposed 
comes to $90 million. That is Spain, Yugoslavia, and Berlin. 

This is a slight reduction from funds available for similar programs 
for fiscal year 1956, and a reduction of more than 50 percent from 
similar programs for fiscal year 1955. 

Chairman Ricuarps. Mr. Hollister, you understand this interrup- 
tion is caused by some of the members having to go down and answer 
the rolleall. They will be back. 

Mr. Houutster. I understand. Would you put up chart No. 5? 

Mr. Vorys. Just a minute. You mentioned in here $1.5 million 
for European productivity. Is that the European technical assistance 
that you talk about? 

Mr. Houutster. That is part of it. There are a few minor pro- 
grams in Italy and France, particularly in the labor field. We feel 
there has been real success in fighting communism in some of the labor 
activities in both France and Italy, and we want to continue that work. 

This chart shows the ICA appropriations. (Chart appears on p. 
61.) We will drop charts which include military appropriations or 
military programs now and go ahead with the ICA operations, with 
which of course I am particularly familiar. These are ICA appro- 
priations by functions for the year 1956 and as proposed for 1957. 

You will see by this that there is not any radical change in the gen- 
eral pattern. The defense support is somewhat larger for the coming 
year. Technical assistance is almost the same. Technical cooperation 
slightly up. The Asian development fund stays the same. The 
President’s contingency fund stays the same. 

We have the new Middle East and African fund of $100 million. The 
allowance for “other’’ is somewhat reduced this year. 
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You might put up the next chart. (Chart appears on p. 62.) I 
showed you the distribution by functions, and this chart will give you 
the distribution by areas as between the program of 1956 and the 
proposed program for 1957. The program in effect this year is 
slightly different from the appropriations, because included under the 
appropriations last year was $100 million for the Asian fund, some 
of which has not yet been programed. 

This was some $43 million for Palestine refugees, not programed, 
which was also in the appropriation for 1956. The figure for pro- 
graming for 1956 is somewhat smaller than the appropriations for 1956, 
and the big discrepancy, as it looks below, is explained by the fact that 
we will be programing next year a certain amount of money that was 
appropriated the year before, thus making the figures disproportionate. 

That doesn’t mean that there is a large change in what we are 
asking for. Does that explain it? 

Mrs. Ketiy. Could I ask a question on Europe? The ICA recom- 
mendation for Europe has been decreased this year; is that correct? 

Mr. Houuisrer. Yes. It has been decreased. 

Mrs. Ketiy. Would you care to tell us to which countries? 

Mr. Houuster. We are asking for somewhat less in Berlin. I 
would have to check to see exactly what that comes to. 

Mrs. Kutuy. Is that Spain and Yugoslavia? 

Mr. Houusrser. I am not sure that this is not classified at the 
present time. We can get into that in detail. We have to be a 
little careful in talking about what we are going to do next year. 
In executive session I can go into considerable detail. 

Mr. Morano. You can’t tell us in open session how much is for 
Yugoslavia military and economic? 

Mr. Houursrer. I think that is classified for 1957. 

Mr. Morano. How about economic; is that classified? 

Mr. Houustrer. That is what I am talking about, the economic. 
I will be glad to tell you right now, if that is not classified. 

Mrs. Ketiy. Could we just find out to what countries you are 
giving economic aid in Europe— 

Chairman RicHarps. Wait a minute. Mrs. Kelly, let’s get one at 
a time. If any of this information is in your classified books, of 
course, we will have it brought out later. 

Mr. Houuistrer. The figure for Spain and Yugoslavia for 1957 is 
unclassified. For defense support we are asking for $45 million for 
Spain and $30 million for Yugoslavia. 

Mr. Morano. Economic? 

Mr. Houuistsr. Economic. The figure for Berlin may be classified. 

Mrs. Kextiy. Mr. Chairman, the only reason I asked that, I wanted 
to make sure whether there was any economic aid to the NATO 
countries. 

Mr. Houuister. I think I pointed out that it did not include—— 

Mrs. Ketiy. When you put it on the chart 

Mr. Houuster. I said, for NATO countries. Of course, Spain is 
not a member of NATO. Neither is Yugoslavia. I was discussing 
NATO countries. Does that clarify it for you? 

Mrs. Ketuy. Yes, Mr. Hollister. 

Chairman Ricuarps. Proceed, Mr. Hollister. 

Mr. Houuisrer. In the program for joint control areas, which in- 
cludes Berlin, we are asking for $12 million. So you add the 12, 45, 
; and 30, and I guess you get that figure, with perhaps a little technical 
exchange in there. 
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Mr. Morano. What did you have in Yugoslavia for 1956, and what 
did you have in Spain for 1956? 

Mr. Houutster. I think it was 50 for Spain. 

Chairman Ricuarps. We will get the figure in a minute. 

Mr. Ho.uster. For Yugoslavia it is the same as last year. 

Chairman Ricuarps. How much? 

Mr. Ho.utster. $30 million. 

Mr. Morano. I thought you said it was 35 this year. 

Mr. Hotuistrer. $45 million for Spain and $30 million for Yugo- 

slavia. 

Mr. Morano. You are giving the same to Yugoslavia as they had 
last year, and you are giving $5 million less to Spain than they had 
last year? 

Mr. Houutster. That is correct. 

Mrs. Ketiy. Mr. Chairman, does that include the new grant that 
was given to Yugoslavia after Secretary Murphy’s visit, or is that an 
extra amount? 

Mr. Hotuisrer. I imagine that is the total, if that is the one they 
have given me. Whether it was a new grant or something held out, 
I don’t know. In some countries, Mrs. Kelly, we held out in the 
course of the year certain amounts of the program because conditions 
might come up that perhaps made it unwise to go ahead. We were 
waiting to see what development might occur. That is one of the 
reasons, of course, for our asking for ‘flexibility i in this program. 

Some of what we are asking for now was planned over a year ago. 
By the time you get into the implementation of some of the programs 
you have asked for, conditions have changed materially. 

Mrs. Ketriy. Could we get a check on that? 

Mr. Houutster. It does include it, I am told. My attention is 
called, Mrs. Kelly, to the fact that the Public Law 480 program 
changes all these figures. The Public Law 480 is not in these figures. 
It isa complicated thing which I will get into later, unless you want 
me to cover it now. It is a matter all by itself, and I think to discuss 
the whole bearing of the Public Law 480 on our programs perhaps 
should be taken up by itself rather than by individual countries. 

Chairman Ricuarps. I would suggest, Mr. Hollister, that in refer- 
ence to any of these questions we want answered, if you would inform 
us every time that vou would rather wait than discuss them now, 
don’t hesitate to sav so. We will, of course, want them answered, 
but maybe it would be better to refer to them later. 

Mr. Hoturster. I have a chart showing the trend by areas so you 
can see what the developments are in this picture. (Chart appears on 
p. 65.) This chart shows it from 1953 to 1957, and this, remember is 
nonmilitary. This shows how it has come down in Europe, the amount 
remaining being largely Spain and Yugoslavia; the way it went up 
sharply in Asia, and the way it mounts up in Asia; how Latin America 
is pretty well flattened out (the Latin American program largely con- 
sists of two or three countries); and the way it is stepping up in the 
Near East and Africa. That gives you the area trends. 

Some of these nations, such as Korea, Laos, Viet-Nam, Cambodia, 
and Taiwan, have recently suffered from the effects of war or are 
faced by large Communist forces at their borders, or both. There is 
great need for many of them to maintain substantial defense forces. 
This poses an economic problem of substantial proportions, for the 
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military expenditure in many cases is totally beyond their resources. 
Nevertheless, they and the free world need this military effort so that 
they can remain free of external aggression and can put down armed 
internal subversion. 

Many of these allies of ours, and also other nations of the free 
world not receiving military assistance, are faced with internal 
economic problems, which would confront them even if they made 
no military effort. Their peoples, with unsatisfactory living condi- 
tions, are aspiring to a level above an austere susbistence standard. 
They look to their leaders for a degree of economic progress which is 
beyond their powers to achieve unassisted. We thus must face the 
problem of nonmilitary assistance of an economic character: 

(a) To maintain the defense efforts of our less prosperous allies at 
desired levels, and 

(6) To assist some of our allies, and also various less developed, 
uncommitted free nations, to strike at those conditions of poverty, 
disease, and low living standards which tend to create unrest an 
instability and which, if not improved, can lead to disorder or collapse 
which would threaten world peace. 

The problem has been greatly complicated by the increased economic 
activities of the Soviet bloc in relation to the free nations. Communist 
offers of economic, military, and technical help have a strong appeal for 
nations which need assistance badly, and we, therefore, must expect 
many of these offers, where they are sufficiently attractive, to be 
accepted. Such acceptance involves dangers as well as material 
benefits. It increases the opportunities for Communist penetration; 
it frequently places the Soviet Union in a falsely favorable light; it 
may tie the recipient unduly to the Communist bloc; it will 
be capitalized upon by the Communists to proclaim their unselfish 
interest in the economic welfare of others. 

We must take this danger with the utmost of seriousness. While 
we have no intention of competing with the U. S. S. R., offer by 
offer—for to do so would be to abandon independence and judgment— 
yet we must take account of the new approach which Soviet tyranny 
has adopted to court the Moslem, Asiatic, and African worlds. 

Our policy, I believe, should be to continue to support projects 
and programs which, in the light of our best judgment and experience, 
contribute to freedom and sound development in these areas. We 
should not be stampeded into proposing projects beyond the capacity 
and energies of any nation—for, unlike the Soviets, we care about 
their future and will not deliberately entice a nation into the quick- 
sands of overexpansion or inflation. 

Before discussing the various countries of the Middle East, Africa, 
and Asia in more detail, I want to make two points which affect our 
programs in these areas. 

1. Great flexibility of action on the part of the United States is 
needed to meet situations as they arise. 

2. Some of these problems are long range. To be most effective, 
we should be in a position to make reasonable nonmilitary com- 
mitments extending beyond the span of a single fiscal year. 

Three factors in particular create a special need for the capacity 
for flexible action on the economic front in the Middle East and 
Africa. The first is the increased Soviet activity in the area. The 
second factor is a past pattern, which there is every likelihood will 
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S. continue to repeat itself in the future, of frequent and sudden economic 
at crises in certain countries of the region. The third consideration is 
od the fact that many of the major problems of the region with which 
our aid programs must deal are of a kind which concern two or more 
De countries. This means, when given the sensitive political issues 
al involved in the relationships among some of these countries, that 
le the exact timing and character of the eventual solutions to these 
i- problems cannot be accurately forecast, nor the precise manner in 
d. which our aid can contribute. 
is We need to have available a fund which is not programed in detail 
1e far in advance and country by country. This should be available 
during the coming fiscal year for carrying out major country and 
at regional projects which seem of particular importance in solving 
economic problems and in maintaining peace and stability. Such a 
d, fund would place the United States in a position to give highly desir- 
y able economic assistance, without having to divert funds earmarked 
for some other specific purpose. Such a fund would avoid the neces- 
se sity of transferring funds to high priority projects suddenly developing, 
at the expense of soundly conceived country programs which have 
‘ic been carefully presented for your approval as illustrative programs. 
st The President suggests a fund of $100 million. We would expect 
or to have it obligated in the course of the coming fiscal year. Some of 
ct it would doubtless be applied in aid of projects which we are already 
be considering but which have not at the moment developed to a point 
al where we are able to present them as part of our specific illustrative 
n; programs. Some of the fund would doubtless be applied to meet 
it emergency situations. 
ill {he major part of the total aid proposed for the Far East would go 
sh to Korea, Taiwan, Viet-Nam, Cambodia, and Laos. Each of these 
countries is now maintaining large military forces which it requires 
ile for its self-defense. These forces are larger, in some cases many times 
»y larger, than those which these countries can raise and support with 
— their own resources alone. Over the past several years, we have 
ry helped them to develop and maintain these forces through the pro- 
vision of all types of aid. As a result, the strength and effectiveness 
ts of these forces has increased very greatly, but this strength and effec- 
e, tiveness cannot be sustained without continuing aid of considerable 
Ve magnitude. Modern forces are far more expensive to maintain than 
ty primitive ones. Moreover, expanded forces require new facilities 
ut such as airfields, naval bases, and barracks. These countries, with 
k- their very limited resources, cannot meet the high costs involved out 
of their own revenues. 
a, Some of these same nations, like Korea and Viet-Nam, have also 
ur faced the problem of recovering from the effects of war and of caring 
for and absorbing a great influx of refugees. They lack the foreign 
is exchange to import consumer goods, industrial raw materials, machin- 
ery, and spare parts which their present economies need. They also 
7e, face the necessity of increasing their own capacity for self-support, 
m- and of making a beginning at the long task of economic development 
to raise living standards. 
ity These countries will necessarily receive substantial military assist- 
nd : ance under the 1957 program. The threat of further Communist 
he ie aggression is not by any means removed and it is unfortunate that, 


rill i in countries with so much need for economic progress, it is necessary 
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for the free world to spend such large amounts for military purposes. 
In the present state of the world this cannot be avoided. 

Mr. Vorys. I don’t know that you can take too much for granted 
on that Asian fund. That was taken for granted last year. That 
was a kind of an act of faith, a shot in the dark last year, but I think 
what has been done with it and what is proposed to be done with it 
needs to be explained fully. 

Mr. Hourastmer. I just thought I would omit discussion in this 
general statement, inasmuch as this is an authorizing committee, 
and it did authorize $200 million last year, $100 million of which was 
appropriated. In executive session I will be glad to tell some of the 
plans we have for that fund. 

Mr. Vorys. I think you will want to bear this in mind: that in the 
authorizing stage and presentation before this committee and the 
Congress there were 2 years in which we took a great deal on faith 
in the Southeast Asian funds. We had a great big hunk in there for 
Indochina for a program that went to pieces right during our com- 
mittee session. We authorized the same amount and left the various 
agencies to think up a program. We took that one on faith. We did 
the same thing a second year. We have done the same thing on this 
eastern development fund. 

I feel that it would be a mistake to think that we are always going 
to be doing that. I think along about now there is going to be a 
request for a considerable accounting of what has been done with that 
money, which was authorized so freely with practically no illustrative 
program at all. 

Mr. Houutsrer. I have mentioned this Asian fund in my statement. 
I expect to go into some detail, but I would be glad to do it now, if 
the chairman desires it. 

Mr. Hays of Arkansas (presiding). I suggest that since you brought 
it up it would probably be better to wait. What is your thought 
on it, Mr. Vorys? 

Mr. Hoturster. It is not classified. 

Mr. Hays of Arkansas. Do you want to go into it further now? 

Mr. Vorys. Off the record. 

(Discussion off the record.) 

Mr. Hays of Arkansas. Let’s go ahead with your statement. 
You are on page what? 

Mr. Houutster. I am on the top of page 22. 

The fiscal vear 1957 program recommends continuance of our 
technical cooperation programs in Latin America. These are effective 
in assisting the self-reliant governments and peoples of Latin American 
countries in their own development activities. These governments 
are striving to achieve higher health, social, and economic standards— 
and the technical assistance we have been able to furnish has been 
warmly received and generously acknowledged. 

Mr. Hays of Arkansas. I notice on the chart that Latin America’s 
share of the program rises from 1 to 3 percent. That is because of the 
reduction in Europe, and in dollar terms does not represent an in- 
crease? 

Mr. Houutster. The Latin American program isn’t very much 
changed. 

Mr. Hays of Arkansas. The point I want to make is that we 
aren’t making any substantial increase in Latin America Where is 
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the chart that shows that? You show the 3-percent increase in Latin 
America. Off the record. 

(Discussion off the record.) 

Mr. Hays of Arkansas. Will you proceed? 

Mr. Houuister. That is for fiscal year 1953. 

Mr. Hays of Arkansas. You are going back to 1953? I am afraid 
that is deceiving. 

Mr. Houuister. It is, yes. It was very small, apparently, in 1953, 
and has gone up in 4 years to 3 percent. The last 2 years are almost 
the same. 

Mr. Hays of Arkansas. I wanted to be sure that I understood you, 
Mr. Hollister. 

Mr. Houuister. I see the difference now. I can explain that to 
you very easily, Mr. Chairman. In 1953 there was nothing in Latin 
America but technical aid. However, because of the situation in 
Bolivia and the situation in Guatemala there was development as- 
sistance given to both of those countries in a substantial amount. 
That raised the total; while the amount of money put in was not 
great, worldwide, when added to the amount of technical assistance, 
it made the percentage very much larger. Does that make it clear? 

Before that time there had been no development assistance given 
in South America. In 1953, there was none. ‘There was a little in 
1954. The percentage rises because development assistance has been 
given in 1956, is currently being given and will be given in 1957 to 2 or 3 
countries. 

Mr. Hays of Arkansas. I will simply have to familiarize myself 
with it. I don’t want to take any more time of the committee. ‘That 
has been enlightening. Thank you very much. 

You would say, in general, that because of special country situations 
like the two you ‘have mentione d, Bolivia and Guatemala, unless we 
are careful, we will think of Latin America in generalized terms, when 
the countries vary so greatly? 

Mr. Houuister. That is right. 

Mr. Hays of Arkansas. It is almost necessary for us to take it 
country by country, isn’t it? 

Mr. Houuister. One of the whole dangers of this program is to 
think of it too much regionally. It is true, however, that most of the 
countries of Latin America have the basic resources to be completely 
self-supporting. The situation in a great many of them is what it is 
for historic reasons, sometimes government reasons. Sometimes 
things have happened on an emergency basis which makes it necessary 
for us to step in. 

That happened in the overthrow of Communists in Guatemala. 
They left a depleted treasury and a wrecked country. It was essential 
and wise for us to give the President substantial help in developing 
the country. 

In Bolivia, the fact that the country’s economy rested almost 
entirely on tin, that it was run by a small group of people who were 
active in that picture, and that the world market for tin dropped 
very substantially, put the country in danger of complete collapse. 
We moved in there. Mr. Vor ys and I saw personally what was going 
on in those two countries and how our money is spent. 

In most of the South American countries we give technical assist- 
ance in varying amounts, and we watch it every year. We don’t 
want to give them more than can reasonably be handled. If we run 





70 MUTUAL SECURITY ACT OF 1956 


technical assistance programs, and push them too actively, we some- 
times cannot recruit the proper technicians. There is danger of 
proliferating our program and getting into too many fields instead of 
doing a few things well. We are watching that all the time. 

Mr. Hays of Arkansas. Is the development program that you 
have mentioned covered in your technical assistance funds? 

Mr. Houurster. No, the development assistance is separate. 
The technical assistance, you see, is an exchange in general where we 
send technicians to a country and they in turn send their people back. 

Mr. Hays of Arkansas. For statistical purposes, that is not covered 
in your technical assistance? 

Mr. Houuisrrer. No. 

Mr. Hays of Arkansas. When we get into these country studies, 
there will be separate categories. It is not even administered by the 
technical assistance branch? 

Mr. Houuister. Of course, we don’t separate them so definitely. 
In Washington we have our branches that look after particular kinds 
of technical assistance. When we get out in the field, the same people 
may engage in all kinds of activities. Of course, it is true in South 
America that the technical assistance is administered through the 
servicio, which again I would be glad to explain now or later. 

Mr. Hays of Arkansas. | think we should wait. I am sorry I have 
taken so much time on Latin America, but it did need clearing up. 
You go right ahead. 

Mr. Vorys. Just before you leave that point, in Guatemala and in 
Bolivia, where we have both development assistance and technical 
assistance going on, in each of these countries we have only one ICA 
mission and one head man. 

Don’t get the idea that we have two missions there. 

Mr. Hays of Arkansas. No. 

Mr. Vorys. As a matter of fact, while they appear under different 
labels in these books, the development assistance and the technical 
assistance in those two countries are tied in and dovetailed together 
and work together like the fingers on a hand; isn’t that correct? 

Mr. Houuister. It is very natural and very wise if we are to put 
development assistance into a country that we should be sure in the 
use of that development assistance—development assistance funds and 
commodities—that they should have the best kind of technical coopera- 
tion in order to plan the programs. So, we would naturally in our 
technical exchange emphasize the programs that the development 
assistance goes into. But we are careful that technical assistance 
itself is limited to services and demonstration equipment rather than 
the mass commodity deliveries which go with development assistance. 
Does that make it clear? 

(Discussion off the record.) 

Mr. Houuster. This is at the top of page 23. 

We assist, as you know, various projects handled through U. N. 
agencies. In dollar amount our contributions to these agencies are 
included in the fiscal year program for a total of $27,800,000. 

We propose support of (a) our own program for escapees from 
communism, (6) the work of the Intergovernmental Committee for 
European Migration (ICEM) and (c) the program of paying ocean 
freight costs on donated relief supplies. These humanitarian programs 
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are part of this Government’s general support of collective action in 
the solution of important world social and economic problems, some 
arising out of World War II. 


THE NEED OF FLEXIBILITY 


I have already referred to the need of flexibility to deal with the 
problems which confront us. This need will be apparent if I review 
for you briefly our planning and program cycle. 

Ordinarily we come before your committee in the late spring. 
Incidentally, we are here before you earlier this year than in any 
year since 1952. Hearings before this committee, the Senate Foreign 
Relations Committee and the two Appropriations Committees are 
thorough and complete and we develop for your benefit illustrative 
programs which indicate the purpose for which we are asking very 
large sums of money. 

These illustrative programs when they reach you have gone through 
a long process. Already the country teams in the countries involved 
are working on the early stages of the planning for the fiscal year 1958. 
Much of the planning at the country level for the 1957 fiscal year pro- 
gram was done a year ago. ‘These country programs, both military 
and economic, then receive a very thorough screening in the field and 
in Washington. Priorities among the projects are then determined. 
Those least useful and with least promise are eliminated and the 
program requirements are reconciled with fiscal needs. The Bureau 
of the Budget thereafter participates in extended hearings on the 

rogram as developed and they are again further refined. Thus, 


unds nag we | appropriated in the late spring or early summer of 1956 


for the fiscal year 1957 program will be based on planning which 
started in the spring of 1955. 

Appropriation of funds does not end our planning process. The 
Congress frequently makes changes in the program. ‘This necessi- 
tates an extended further program review to adjust the illustrative 
programs to congressional action and to changes in the general world 
or country situation. It takes time to make allocations of funds to 
particular programs and situations. Usually we do not get the funds 
in form to be used until November or December of the calendar year 
in which the appropriations are made. After that, we must begin the 
long process of negotiation first with other governments and later with 
contractors, designed to ensure that we spend the money you have 
granted to us with wisdom and frugality. The negotiation cannot be 
started (particularly with foreign governments) until we know we have 
money to spend. ‘This is particularly true with respect to country 
programs including the sale of agricultural commodities or the use of 
loans as part of the program, for in general, the agreement with such a 
country is on a ‘“‘package’’ basis. Both for the Defense Department 
and for ICA, this puts us on a very tight time schedule—and forces 
active negotiation work by a busy staff just at the time when it is 
preparing to present the program of the next succeeding fiscal year 
to you. 

This presentation is a very intricate task indeed. The large 
presentation documents which come to you each year do not write 
themselves. ‘They involve a vast amount of careful writing, checking 
of figures, interdepartmental coordination and clearances, and editing. 
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The Defense and ICA program and operating staffs have been working 
steadily on the documents which you have before you for over 2 
months and at the same time have been pressing to carry out the 
obligating of fiscal year 1956 funds. The same people must work on 
both tasks, for they are the only people who have the detailed know- 
ledge to do this. The situation is particularly difficult because sec- 
tion 106 of the Appropriation Act provides that not more than 20 
percent of the funds made available under the act may be obligated 
or reserved during the last 2 months of the fiscal year. 

I wish to make two principal points on the basis of this description 
of the cycle. 

First, a period of 1% to 2 years thus elapses between (a) initial 
planning a (b) obligation of funds. 

Second, the planning and program cycle which I have described 
shows that the time available for obligation of mutual security 
funds is very short indeed, especially when 80 percent of them must, 
under the provisions of the present appropriation law, be obligated 
during the first 10 months of the fiscal year. I believe the taxpayers 
would get better value for their money and the conduct of the mutual 
security program would be improved if the Congress were to adopt 
the following recommendations: 

(a) Make military assistance funds available on a “no year’ basis 
as in the case of most other military procurement funds expended by 
the Department of Defense; 

(6) Provide that at least 25 percent of nonmilitary Mutual Security 
Act funds — remain available until September 30 following the end 
of the fiscal year, in other words, to give us a 15-month time to commit 
25 percent of the funds which we are asking for under this program. 

I feel sure that the present provision limiting obligations in May 
and June to 20 percent of appropriations for the year exerts undue : and 
unnecessary pressures for early obligation of funds which inevitably 
lead to hasty action. In essence, the present provision moves the 
pressure for last-minute obligation of funds forward from June 30 
to April 30, thus worsening the situation instead of improving it. 
I hope that the Appropriations Committees will see fit to relieve us 
of this requirement. 

Further flexibility is needed in another wholly different direction. 
At the present time, the President is authorized to use under the 
provisions of section 401 of the Mutual Security Act (President’s 
special fund), without regard to the provisions of the act itself or of 
any other statute for which funds are appropriated under the act: 

(a) $100 million specifically appropriated under the act for fiscal 
vear 1956; and 

(6) $50 million of any other mutual security funds appropriated 
for fiscal year 1956. 

This provision has enabled us to move promptly to carry out the 
purposes of the act in a number of critical situations where these 
purposes could not otherwise be accomplished within one or more of 
the normal restrictions of the Mutual Security Act and of certain 
other statutes. 

We believe that the ability to act rapidly in an unrestricted fashion 
will prove to be even more necessary in the year which lies ahead. 
Accordingly, the President has recommended the broadening of the 
valuable authority provided by section 401 in three respects. 
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I should point out this recommendation is expressed in the bill but 
it was not in the President’s message specifically. The President 
referred to several actions which he was recommending which would 
add flexibility, but he did not specify them. 

So, in this statement of mine, it is not fair to say that the President 
expressed them in his message, because he did not. They are, how- 
ever, included in the bill which the chairman has filed by request. 

First, he has requested that the amount which is subject to the 
provisions of section 401 should be increased from $150 million (com- 
posed of a specific appropriation for fiscal year 1956 under sec. 401 of 
$100 million and any other $50 million of fiscal year 1956 mutual 
security funds) to $300 million (composed of a new specific appro- 
priation of $10C million for fiscal year 1957 under sec. 401 and any 
other $200 million of fiscal year 1957 mutual security funds). This 
would mean that $300 million, or about 6 percent of the total mutual 
security funds requested for fiscal year 1957 would be subject to the 
high degre e of flexibility now afforded by section 401. In other words, 
the President’s fund which we are asking for will be the same as last 
year, but we are asking for double that amount to be removed from 
certain of these restrictions to give greater flexibility. That is about 
6 percent of the total mutual security funds in the nonmilitary field. 

Second, the President has requested that he be given authority to 
use not in excess of $100 million of the funds available under section 
401 without regard to the requirements of any act, if the President 
determines that such use would be important to the security of the 
United States. This provision would be similar to the broad exemp- 
tion already furnished by section 404 of the act with respect to the 
funds provided under that section. 

That is the GARIOA money in Berlin which the President is given 
authority to use free of any act. We are asking that the President 
be given authority in emergency cases to use $100 million in that way. 
This is about 5 percent of the total fund for economic aid. 

Third, he has requested that the amount of funds which may be 
allocated under section 401 to any 1 nation in any 1 fiscal year be 
increased from $20 million to $40 million. 

I think you know the right of the President to transfer is limited 
at present to $20 million for any 1 country. This asks that that be 
increased to $40 million, giving that amount of additional flexibility. 

Now I come to the question of long-term commitments. I don’t 
know that there is much use of reading everything I have here because 
Mr. Hoover discussed that rather fully yesterday. I will read the 
first paragraph of my statement on that subject, so you will have it 
again before you. 

The President has recommended that, for nonmilitary projects of 
significance or importance, the President be authorized to make com- 
mitments for not over 10 years. The funds to fulfill such commit- 
ments would come from appropriations for nonmilitary purposes and 
would not exceed $100 million in any 1 year. 

I want to emphasize again this is not a request for authorization. 
It is a request for a right in the President to make a commitment and 
to say that, assuming the Congress appropriates adequate nonmilitary 
funds without spec ial restrictions so it could not be used for this pur- 
pose, from those funds there could be used in the years for which 
these commitments might be made not to exceed $100 million in any 
year, and no commitment could be made in excess of 10 years. 

75009—56——6 
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From personal experience in the House of Representatives, I know 
and understand the congressional reluctance to permit long-term 
arrangements. The Congress likes to review proposed appropriations 
on an annual basis and to check on the expenditure of previously 
granted funds before granting new authority. This opportunity to 
review will not be completely lost under the proposal, for annual 
appropriations must be made. 

In the face of greatly increased Communist activity in the economic 
field, those charged with the execution of our mutual security pro- 
grams are going to need every reasonable tool to accomplish their 
objectives. The Communist leaders can act on dictatorial fiat with- 
out accountability to anyone. They need not give thought to any 
wishes of their own people or to their crying need for consumer goods. 
We seek no such autocratic power. 


AGRICULTURAL COMMODITIES 


Under section 402 of the 1954 act as amended $300 million is to be 
used in the current fiscal year to finance the export and sale for 
foreign currencies of surplus agricultural commodities produced in 
the United States. If we fail to arrange for such exports in the full 
amount, to the extent of our failure, we cannot use our appropriations. 
To that extent the mutual security program of the United States 
and its allies is curtailed, and carefully planned projects must be 
scrapped or postponed. 

In fiscal year 1956 we hope to reach the $300 million mark, but may 
fall short. It will be awfully close. 

Whatever figure we reach will be only after much effort and in 
the face of many difficulties. In these situations, we must always 
try to avoid hurting normal export markets for United States agri- 
cultural products or for the products of our allies and friends. If we 
did cause such injury, we would do damage to the very cause of free 
world security and stability we are trying to serve. This limits our 
opportunities. The 50-50 shipping provision also sometimes makes 
the problem difficult, particularly our efforts to work out triangular 
arrangements. 

In triangular arrangements we sell commodities to a certain country 
and use the local currency that comes from that purchase in turn to 
acquire in that country some commodity which we ship on to a third 
country where we are trying to get the ultimate benefit. 

The shift of the mutual security economic program toward less- 
developed countries, which are predominantly agricultural and there- 
fore need our surpluses less, also accentuates the problem. 

I therefore ask that the requirement of section 402 for the coming 
fiscal year be set at $250 iin: We shall do our utmost to carry 
out the purposes of section 402, but we do not want to see useful 
projects abandoned for lack of funds, merely because under current 
world conditions we find it impossible to reach some arbitrary goal. 

I have in my statement a paragraph on loans. I don’t know whether 
it is necessary to read it or not. I am sure it is a problem we will want 
to discuss in some detail later on and which I have a full schedule on. 
I would like to have my last chart shown. I now want to turn to 
unexpended balances. 
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At a later stage of these hearings, the appropriate accounting officers 
of the Defense Department and of International Cooperation Admin- 
istration will discuss in detail the status of past appropriations and the 
unexpended balances of prior appropriations which we anticipate at 
the end of fiscal year 1956. 

My present estimate, on the basis of information furnished by the 
Department of Defense, is that the balance of unexpended military 
assistance appropriations on June 30, 1956, will be about $4.8 billion. 
This balance will represent a decline in the 2-year period since June 
30, 1954, of about $2.9 billion. It will be equal to about 2 years of 
military assistance expenditures at the average rate for the fiscal years 
1955 and 1956. 

On the nonmilitary side, on June 30, 1956, there will probably be a 
slight decline in unexpended balances from the levels prevailing at 
the end of June 1955 and June 1954. This balance will be equal to 
about 1 year’s expenditure at the average rate now prevailing. 

The new military assistance authorization requested is equal to 
about 1 year of expenditures ($2.4 billion) at the present rate plus the 
$530 million requested for advanced weapons of a type for which, in 
general, no previous appropriations have been made. The nonmilitary 
authorization requested is equal to about 1 year of expenditures at 
the current rate. 

I have here a kind of combined chart, Mr. Chairman, which will 
show what I am trying to point out. (Chart appears on p. 76.) You 
see how this expenditure rate dropped down. 

Chairman Ricuarps. Does it show the annual appropriation for the 
military? 

Mr. Houuisrer. Yes. The annual expenditures, however, went up 
sharply and stayed up even though the appropriations were coming 
down. The expenditures have now flattened out at about 2.4. This 
shows the total of unexpended appropriations at the end of each year. 

Because of the fact that the appropriations were high and the com- 
mitments were lower, because of the lead time in the programs, they 
have a big bulge here which has been worked down rapidly until it 
has gotten to the point where again there have to be appropriations to 
keep it from dropping to the danger point. 

Chairman Ricuarps. I don’t want to interrupt, and I wouldn't, 
except that it has to do with the charts and the subject of your 
discussion. 

In view of the fact that most of the military programs have been 
initiated and largely carried out by supplying end items, such as 
military hardware, it is going to be pretty hard for the House to 
understand why you are asking for $3 billion authorization this year 
and last year got an appropriation of but $1 billion. Why has the 
pipeline gotten so depleted? 

Mr. Houistrer. The details I would rather leave for the military 
people. I want you to get a general picture before the military people 
come on of what the thing looks like and how the unexpended appro- 
priations have dropped off so sharply and how close they are getting 
to the average rate of expenditure, which for the last 2 years has been 
2.4. 

I have a similar chart on the nonmilitary side. Your annual ex- 
penditures, your annual appropriations, and your unexpended appro- 
priations are almost running flat. You have just 1 year’s appro- 
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priation behind you in the pipeline each year in the nonmilitary, 
which is of course quite a different situation than in the military 
because of the different circumstances. I should prefer to have the 
people from the Department of Defense give you that in detail. 

I am merely meg the picture out to you because we are asked 
so often, “Why the $5 billion for this year? What is the necessity for 
the increase in size?” ‘This will show the drop in the big bulge here 
and the great drop in appropriations. 

Chairman Ricuarps. You have about $4.5 billion unexpended 
here? 

Mr. Houtister. At the close of the year 1956 it is estimated to be 
something over that, 4.8. It is now more than 3 months before the 
end of the year, and it is hard to know what will happen in that time. 
The military can perhaps give you more up-to-date prognostications 
when they come before you. 

Mr. Vorys. Could I say this, Mr. Chairman, at this time? If 
somebody comes and says that we can just plan for average expendi- 
tures of a certain amount every year, when we have thought we 
were building toward the completion of military programs all over 
the world, they are going to have to talk awfully fast. That is a 
new angle on this. 

Mr. Houuister. All I can say is that in the experience I have had 
with these gentlemen in working this out, I have never seen people 
who have worked harder on it. As you know, there are new men in 
the Department of Defense working on this. There has been a reor- 
ganization of this part of the work. I can assure you that you will 
get the best kind of explanations from the Defense representatives 
when they come before you. 

Chairman Ricuarps. Mrs. Kelly, you wanted to ask something in 
connection with what has just been said. 

Mrs. Ketiy. That was in line with what you said, Mr. Chairman. 
I would like a further explanation of who decided this change in 
policy and if it was needed this year. It proves to me one thing, 
and that is that they have been shortsighted on their policy for the 
last 2 years. The present defense of Europe and the world is based 
on momentum of our past program. Why this sudden increased 
recommendations? 

Mr. Houutster. You have posed a pretty big question. Don’t 
forget that the Appropriations Committee refused last year to appro- 
priate what was requested. There was a substantial reduction from 
the request that was finally appropriated. If you say, why does it 
drop off so sharply, the request was for $1.7 billion—— 

Chairman Ricuarps. What you are say the is that we depleted the 
pipeline flow last year and we have to build it up again? 

Mr. Houutster. That is the gist of it. It has to be built up again. 

Chairman Ricuarps. It takes a lot of money. 

Mr. Smitru. Was that for a lack of money that it was depleted? 

Mr. Houutster. You need the ability to make your contracts to 
order your stuff ahead of time. If you haven’t the appropriations 
you can’t do that. It may be a couple of years before you get de- 
liveries, but you have to plan it and commit it ahead of time. If you 
haven’t adequate appropriations, you can’t do that. 

Mrs. Ketiy. Could we find out how much of that $4.8 billion 
unexpended balance is contracted for? 
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Chairman Ricuarps. We can get that from the military people. 

Mr. Houutster. You would have to get that from the other people. 
Almost all of it is contracted for. I would have to get them to give 
the figures. For the past years, most of it has been committed, 
because it had to be committed to be kept. What has been appro- 
priated this year hasn’t yet been committed in full. They would have 
to give you their figures as to how far along in this current year’s 
appropriations it has been committed. For past years it has almost 
all been committed. 


STATEMENT OF MARKLEY SHAW, COMPTROLLER, OFFICE OF 
INTERNATIONAL SECURITY AFFAIRS, DEPARTMENT OF 
DEFENSE 


Mr. SHaw. Might I interrupt to answer Mrs. Kelly? 

Mrs. Kelly, you remember that the Congress has authorized the 
Department of Defense to consolidate the MDAP or military assist- 
ance procurement operations with those of the military services. 

Consequently, at no time is it possible for military assistance to 
know exactly what of the money that is in reservation for common 
items has been actually obligated by the procuring services. Do 
you see? 

Mrs. Ketry. Defense can’t determine that? 

Mr. SHaw. Yes. Mrs. Kelly, could I point out that at page 48—— 

Chairman Ricwarps. Mr. Shaw, will you identify yourself for the 
record? 

Mr. Suaw. I am Markley Shaw, Comptroller of ISA. 

Mrs. Kelly, on page 48 of the book, book 1, you will find a graph 
that gives you the whole thing, showing that the unobligated amounts 
are pretty small. It is on page 48 of volume 1. That, of course, 
includes nonmilitary and military. There may be a little unobligated 
in our program there. It is negligible with respect to the size of the 
program. 

Mrs. Keutuy. Practically the same? 

Mr. Ho.utster. No; it isn’t the same as this [pointing to chart]. 
This is unobligated. This is unexpended. It is quite different. 
These are merely to 

Mrs. Ketiy. The 1955 appropriations are well obligated. There 
is very little left? 

Mr. Houutster. That is right. Since then it has been obligated. 

Mrs. Ketty. Is that June of 1955? 

Mr. Ho.utster. Yes; the status on June 30. On page 46 you get 
the figures rather than the graph, if you want the exact figures. 

Mrs. Ketty. The rate of expenditures over the vears is almost 
identical? 

Mr. Houutstrer. The rate of expenditures has been almost identical 
for the last 2 years. Here is your rate of expenditure in the military. 
Mrs. Ketty. Prior to the 2 years it is almost the same, isn’t it? 

Mr. Ho.utster. No. The rate was up in 1952 and 1953. It was 
up to $4 billion. It has dropped down to this in 1955 and 1956. 

Chairman RicHarps. Why did you drop down there? Was that 
because they didn’t need the equipment? 

Mr. Houuister. I would rather let the Department of Defense 
people answer that. 
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Chairman Ricwarps. I understand they cut the lead time and 
speeded things up. If they didn’t need the stuff, the rate should 
have gone up. 

Mr. Houutster. I imagine the Korean war had something to do 
with it. 

Chairman Ricuarps. We will go into it with the military people 
later on. 

Mr. Houutster. The Korean war probably had as much to do 
with that as anything. 

Mr. Suaw. It was involved. 

Chairman Ricnarps. The armistice in Korea had a bearing on 
deliveries, certainly. 

Mr. Houutster. I will reach the end of my statement. 

This, ladies and gentlemen, is a summary of my views on this vast 
program. The needs for such a program were never greater. The 
usefulness of it seems to me to be borne out by the news we read in 
each day’s newspapers. 

We shall try to give you in the days to come a full picture of every 
aspect of the program. We think that the facts which you will hear 
in testimony and will find in written form in the presentation books 
will be more convincing that any expression of opinion anyone can 
give you. 

Thank you, Mr. Chairman. 

Chairman Ricuarps. Thank you, Mr. Hollister. I want to say 
this to you, I think your charts and your statement and your schedules 
of information have provided this committee with the most orderly 
presentation, that we have had on this kind of legislation. I thi 
our staff considers it so. 

When I say “‘orderly,’’ I don’t mean there necessarily has been 
orderly thinking about $4 billion or $5 billion. I refer only to the 
way you have presented your case here. 

Mr. Houuister. Can I say something there? I would like to pay 
now a real tribute to Mr. R. Ammi Cutter, who is sitting on my right 
here, who left his law practice at a great personal loss to come down 
and take charge of this presentation work. 

It has been an extraordinarily fine piece of work that has been done. 
He has been the field marshal who has pulled this together. He has 
worked with the State Department and the Defense Department, and 
he deserves high praise for the unselfish and painstaking way in which 
he has tackled this problem. 

Chairman Ricuarps. I don’t want to take too much time of the 
committee now, but we will take all the time we need to ask all the 
questions we want. 

You have come to some very definite conclusions here about what 
we should provide in this program. How important, in relation to 
our own defense program do you consider this program? 

Mr. Houuister. I think it is of paramount importance. 

Chairman Ricuarps. Do you consider it as important as the $35 
billion in the budget for defense of our own country here? 

Mr. Houuister. That is an impossible question, Mr. Chairman. 

Chairman Ricuarps. You must have done some thinking on that. 

Mr. Houuister. As to whether this is more important than 35—— 

Chairman Ricnwarps. I said, “as important.’’ To tell you the 
truth, I wouldn’t support $3 billion military aid to any foreign country 
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or $2 billion unless I thought it was as essential as our own defense 
program. 

Mr. Houuister. To me, it is all a united whole, Mr. Chairman. I 
don’t see how you could possibly say that any part is more important 
than the other part. 

It seems to me in the situation of the world today we want as many 
allies, militarily, as many friends or at least people who are not going 
to be on the other side as we can have in the world. 

Chairman Ricuarps. It is part of our defense program? 

Mr. Hoxuutsrrer. | consider this a mutual defense program. 

Chairman Ricuarps. You consider it equally important from your 
standpoint to the other, do you? 

Mr. Houutster. Entirely. It is all part of the whole program. 

Chairman Ricuarps. Here is what I want to know: You are now 
part of the State Department, and from the standpoint of policy you 
work under the direction of the Secretary of State? 

Mr. Houuister. Yes, sir. 

Chairman Ricuarps. How do you work with the other depart- 
ments of Government? Give us the mechanics of it again. How do 
you reach your conclusions as to how much money you need? 

Mr. Houuister. As this program is worked out, it is a triangular 
activity. It is State, Defense, and ICA. In other words, my people 
work independently of ihe State people in reaching their conclusions, 
with emphasis on the economic side, where the State Department 
people obviously are emphasizing the political diplomatic side. The 
Department of Defense is obviously emphasizing the military side. 

Now, to say which is the most important of the legs of that tri- 
angular stool, [ don’t think anybody can tell you. That is why we 
have tried to present these programs in each region and country with 
all the elements taken together. 

When you read these books, you will see that we have done that. 
We have tried to make it a cohesive whole. It is true that the USLA 
has its activities which are beyond our province. 

( ‘hairman Ricuarps. You try to synchronize policy, military and 
economic? 

Mr. Houutster. Very definitely. 

Chairman Ricuarps. And you sit down and discuss this across the 
board? 

Mr. Houuister. Yes, sir. 

Chairman Ricuarps. Does the National Security Council partici- 
pate? 

Mr. Houutster. We are directed by the National Security Council. 
The security policies of this Government are made by the National 
Security Council. As you probably know, there is an organization 
called the Operations Coordination Board which functions to coordi- 
nate the policies laid down by the National Security Council. 

You probably know the makeup of that Board, where the represent- 
atives of different agencies sit and decide how the policies should be 
implemented, which different activities should be carried on by which 
different departments. 

When the matter comes into the field of economic operations, 
obviously the most concerned departments are the State Department, 
—= its political side which has to be paramount, the ICA, and the 
military. 
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The political side of it must be paramount. The Secretary of 
State—the President really—must be the person to make the final 
decision as to our foreign relations, and all these things involve foreign 
relations. 

Chairman Ricuarps. Will you tell me why, what the underlying 
reason is that the $3 billion can’t be put into the Defense budget? 

Mr. Ho.utster. I would rather have somebody else discuss that, 
Mr. Chairman. My own guess would be, Mr. Chairman, that a good 
deal is historical. The foreign aid got started that way, although I 
am not prepared to say that is the answer. That certainly has some- 
thing to do with it. How easy it would be to work out the complete 
coordination in the foreign field and still have it, you might say, 
absorbed in the full military budget, 1 don’t know. I am sure the 
military people could tell you more about that. 

Chairman Ricwarps. You don’t release any of this military equip- 
ment to foreign countries unless our own military people consent, the 
way the law is now? 

Mr. Houutster. That is true. However, every program they have 
must cross my desk. 

Chairman Ricuarps. The philosophy of Congress, and a lot of 
people in the United States, is this: If you put money into our own 
defense program and say that it is for the defense of the United States, 
that American boys are the ones who are going to carry the guns and 
flag, even if it is a half billion dollars for airfields in Saudi Arabia or 
somewhere else, everyone says, “That is our program and okay.” 


There is no question about it, because this Congress is united in the 
belief that we should do what our military people say is necessary for 


combatting the Soviet threat around the world. 

But they hesitate, as a matter of psychology, if anyone says, 
‘Here is a program for some foreigners.’”’ Yet, if we have our own 
airfields in a foreign country, which may be dependent upon the 
strength and cooperation of the local people to be successful, they 
look at it in a different way. That is why I am in favor, and Mr. 
Vorys and I think a good many others around here, of saying, “Put 
the military foreign aid program in the defense program.” » 

I agree with you that economic aid in some parts of the world right 
now in this battle with the Soviet Union is more important than 
military hardware. I agree on that. 

I reckon that the historical tradition has something to do with it. 
It was started that way, and I don’t think the Defense Department 
wants the albatross hung around their neck. 

Mr. Houutster. I wouldn’t speak to that. 

Chairman Ricnarps. There jis one other question about this eco- 
nomic aid business. Have you the facts about these loose-flying 
funds? I believe you have two $100 million funds in there now? 

Mr. Houutster. Yes, sir. 

Chairman Ricnarps. I refer to what is in existing law. One is the 
Asian economic development fund, and then there is another $100 
million in the President’s fund. 

Mr. Houuister. We are asking for an additional $100 million. 

Chairman Ricuarps. For the Middle East and Africa. That is 
three $100 million discretionary funds. In addition to that, you are 
asking for this $100 million for economic development; is that right? 

Mr. Ho.uster. For the Middle East fund. 


Chairman Ricuarps. Are there four? 
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Mr. Houuister. No, only three. 

Chairman Ricuarps. I am talking about the long-term project 
authorization. 

Mr. Houuister. That is not additional money. I want to make 
that very clear. 

Chairman Ricuarps. I understand that, but it is really another 
fund, isn’t it? 

Mr. Houutster. No, sir. It is not an additional fund. 

Chairman Ricuarps. It is the genesis of another fund? 

Mr. Houuister. [ don’t think so. I don’t quite see why it should 
be. I don’t see why if a long-term commitment were made with re- 
spect to something involving Asian development activity that it could 
not be funds coming out of the Asian development fund for that partic- 
ular year, assuming it is appropriated every year. It does not neces- 
sarily have to be a new fund at all. 

Chairman Ricnarps. Let’s get down to the long-term fund, what- 
ever you call it. You are asking for the consent of Congress for you to 
obligate certain funds in future years. These obligations will be out of 
whatever funds are appropriated for economic aid in the mutual 
security program. 

Mr. Houuister. I am not sure of the term “obligate.’”’” We ask 
for the right to make a commitment which, in turn, would have to be 
backed up by a later appropriation, but for which we are not asking 
present authorization. 

Chairman Ricuarps. The other fund is a chicken setting on the 
nest. You are just laying one egg in this. 

Mr. Houutster. The egg could be in the same nest. It wouldn’t 
necessarily be a new egg. I don’t understand it that way, Mr. 
Chairman. It isn’t meant to be that way. 

Chairman RicHarps. Suppose you sign up with Babylon or with 
somebody in South Carolina—we are treated sometimes as though we 
were a foreign country—for that. You can take that money, under 
the wording that you ask here, and go ahead with these projects on a 
long-term basis, say, the Aswan Dam. You go ahead and say, “‘We 
will do so-and-so.” | You tell the country that the Congress has to 
appropriate money. Where can you take that money from? 

Mr. Howutster. I assume it would work this way, that when the 
Appropriations Committee would come each year to consider the 
appropriations, they would probably say, “So much for the purposes 
of those commitments made in accord with section so-and-so, of the 
Mutual Security Act of 1956,” if this were passed. 

And assuming a figure of $37 million, there would then have to be 
an appropriation adequate for carrying out those things. If there is 
no iaaaiad restriction to prevent it, and assuming it is in an area where 
one of the funds is able to operate (as, for instance, the Asian devel- 
opment fund), it would seem to me it would be perfectly all right, 
assuming there is an Asian development fund going forward, for the 
Appropriations Committee to say that so much in the Asian develop- 
ment find i is for the purpose of meeting commitments made under 
section so-and-so of the Mutual Security Act of 1956. Does that 
make it clear? 

Chairman Ricuarps. No, sir, not to me. 

Mr. Houusrer. Let me take Babylon, for example. Suppose we 
had a harbor in Babylon, and took Mr. Hoover’s suggestion yesterday 
of $50 million which would involve a $5 million expenditure each year 
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for 10 years. Each year it would be necessary to appropriate at 
least $5 million of nonmilitary funds in order to cover that purpose. 
I think it should be considered part of the Babylon program. There- 
fore, it would not be an addition to other money to be given to Baby- 
lon but would be part of that. It wouldn’t be any sdditional fund. 
If there were another $35 million, at the rate of $7 million for 5 years 
for some other project in the neighboring country of Gomorrah, then 
that would ordinarily also be taken out of what Gomorrah’s program 
might be. 

hairman Ricuarps. Or you could take it out of some other fund, 
the President’s discretionary authority to transfer funds? 

Mr. Houuisrer. It could. There is no desire in getting this long- 
term commitment to establish a new fund. It is merely asking the 
right within a particular country to say that we will go ahead with 
some project which looks wise from the point of view of development 
of that country, and which we feel in the long run would be helpful 
to our complete program and also probably save us money. 

By doing that you could get a much better program, and you could 
bring outside money, which would be important, into the picture, 
because you could go to the International Bank or some other country 
and say, ‘“‘We can use this for a 5- or 6-year period.” 

Chairman Ricuarps. As to answering Congress, suppose you were 
down on the floor, as you have been before. You were a very valuable 
Member of Congress, and I have seen you answer some pretty tough 
questions, not always to my satisfaction. Suppose vou were down 
there and had to explain this thing. We all understand that you can’t 
obligate another Congress, but we also understand that this Congress 
can become morally bound by the wording of this legislation, regardless 
of our constitutional rights, in our dealing with foreign countries. 
And no matter what may happen over there after that every country 
over there is going to try to hold us to the implied obligation. If we 
decide, ““Well, you haven’t gone along with us and we don’t like the 
way you do,” the fact that we don’t go along will be used as propa- 
ganda against us by the Russians. One thing this country has always 
tried to do, and I am sure Russia hasn’t tried to do, is to carry out its 
obligations, written or moral. That is what we want to do. 

But I have had an idea all along, but you people in the executive 
branch don’t warm up to it much, I think you can deal with this 
problem better by putting some statement in this bill, instead of an 
obligation which we will have to fulfill. We have been going down on 
the floor from year to year and saying, ““This may be the last vear.’’ 
[ think this is dishonest. We should say, ‘This is a long-range 
problem.” The battle with communism won’t be settled in my time. 

If we are going to devote $35 or $40 billion a year to defense, it is 
foolish not to be willing to appropriate one-tenth of that sum to 
help other people to engage in this battle on our side. This is 
especially true where we get a value of about 3 to 1 to the cost of 
defense weapons and equipment. 

Why not state to the world that as long as it is necessary, as long 
as this international fight against communism goes on that as far as 
Congress is concerned, it is the purpose of the United States to con- 
tinue this program and do whatever is necessary to combat Soviet 
aggression here and abroad. I wonder if that might give vou some 
basis and some leeway to make your contracts. I take it you don’t 
think much of that. 
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Mr. Houutsrer. I think that would be all right as far as it goes. 
I am thinking of the actual mechanics of working out some project 
with a particular country. 

In these things I always try to put myself in the position of the 
fellow with whom I am dealing. If I am the finance minister} or 
foreign minister of a foreign country, I would want a little bit more 
than that, be fairly certain I could look forward to living up to the 
commitment. 

Chairman Ricuarps. Under existing law, the Mutual Security Act 
as it now stands, even though you have made a firm commitment, 
the President or the Congress could terminate the whole thing. 

Mr. Houutster. That is entirely true. As Mr. Hoover mentioned 
yesterday, Mr. Black of the International Bank has said that wording 
of this kind would, as far as the bank is concerned, make them feel 
it is a kind of commitment, if they were doing some financing, that 
would make it safe for them to proceed on a partnership basis. 

It is, admittedly, a difficult thing to explain. It is not a contract 
right and yet it is more than a pious wish. I am inclined to agree 
with you, Mr. Chairman, to say if a commitment was made on this 
it would certainly be the intention of the administration, and to the 
extent that a Congress would follow any administration, the intent 
of this country, to go ahead with that project, assuming conditions 
didn’t so materially change as to make it definitely unwise; in other 
words, I don’t think it is a kind of commitment that anybody ought 
to take on without considerable thought. 

Chairman Ricwarps. Does anybody else want to ask any questions? 
I have taken too much time. 

Mr. Vorys. I have a number of questions, but first, I have a num- 
ber of observations, one being on this matter of what constitutes a 
commitment. 

I am concerned to find not only other countries but some of our own 
agencies thinking that we have commitments that amount to normal 
amounts that we are going to furnish per country, and that those 
normal amounts will be allocated annually over a period of years. 

The main observation I wanted to make, however, has to do with 
Mr. Hollister in action. I had the opportunity of watching him in 
action in five different Latin American countries. He is tireless. He 
wore me out. He starts earlier, works later, and goes harder. I saw 
him working with his own people, the ICA people. That was a great 
experience for me to see the field people in specific countries, and then 
there was a roundup of them in Lima. 

I got to hear the complaints of the field against the home office 
and the observations of Washington with reference to those in the 
field. In working with his own people, he was indefatigable. He saw 
every one of them individually. He heard their story. He was 
sympathetic but very searching and “hard boiled.”’ 

In dealing with the representatives of other countries, I got a 
chance to kind of snoop around— 

Chairman Ricuarps. Where is the gentleman from? What State? 

Mr. Vorys. From Ohio. 

Chairman Ricuarps. And you said he is “hard boiled.”’ That is a 
characteristic of some people from Ohio, including General Sherman. 

Mr. Vorys. I can say in dealing with representatives of other 
countries he was tactful and diplomatic at times when I should have 
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thought his patience might have been sorely tested. He also had the 
ability to say ‘“‘no’”’ and say “‘no”’ in a nice way that didn’t hurt their 
feelings. I think it is fine that we have him running the show. 

I think the presentation, the record made so far, should encourage us 
about how it is going to be from now on in. Mr. Chairman, I yield 
the floor. 

Chairman RicHarps. Mrs. Kelly wanted to ask a question. 

Mr. Futron. Will the gentleman yield? 

Chairman Ricnarps. Not right now. Mrs. Kelly has a question. 

Mrs. Keuty. I will yield to Mr. Fulton. 

Chairman Ricuarps. Mr. Fulton. 

Mr. Futron. All I was going to ask our good friend from Ohio 
was this: That on the appointment of Mr. Hollister, which I approved, 
was the gentleman from Ohio just a little surprise 1d when he came in 
here for “doubling the program? I don’t think that was expected, 
was it? 

Chairman Ricuarps. Further the deponent sayeth not. 

Mr. Vorys. I kind of take the fifth amendment on that one. 

Mrs. Ketiy. Your 30 seconds are up. 

Due to the fact that this is such an important matter, for the 
security of the United States and our allies, are you antic ‘ipating any 
crash program on these military items in an endeavor to increase the 
amount in the pipeline? 

Mr. Houutstrer. Any crash military program? 

Mrs. Ketiy. Do you anticipate putting this new program on a 
crash basis, since the pipeline is so depleted? 

Mr. Houusrer. If the military people have one, I am sure they 
will tell you when they come up. I haven’t heard of any crash 
program. 

Mrs. Ketiy. Then I would like to refer to page 15 in reference to 
Turkey. 

Mr. Houuister. You are talking about my statement? 

Mrs. Ketiy. Yes. You comment in a paragraph of the importance 
of Turkey and its contribution. You mention the fact that it has 
recently announced a stabilization program. 

To a degree, United States appropriations to Turkey had strings 
attached because of the economic situation. That being so, are you 
anticipating or would you object to strings being attached to any 
other countries? 

Mr. Houuister. Mrs. Kelly, the Turkish situation is a very inter- 
esting one. It is in a state of flux just now, and it is something T would 
like to discuss rather fully in executive session. There are so many 
complicated factors in it that I would rather not discuss it in open 
session. 

Mrs. Ketiy. We were in Turkey and we studied it thoroughly. [| 
will rephrase the question: Would you object to strings attached to 
any other program in any other country? 

Mr. Ho.tuisrer. I think it depends entirely on what the strings are 
and what country you are talking about. In some countries, I think, 
definitely you have to have strings attached. Some countries we gave 
aid to without strings attached. I don’t think you can generalize 
at all. 

I think it depends entirely on the many circumstances, and you 
have to consider each country as it comes up. I believe definitely 
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everything we do in this field ought to be to our advantage. Some- 
times our ‘advantage could be achieved by making a deal. Sometimes 
our advantage can best be achieved, or we think it can, by an aid 
program which doesn’t involve a specific promise of any kind. 

Mrs. Ketiy. Other than the ordinary ones in the Mutual Security 
Act? 

On page 17, can you tell me, as to the Middle East, is all this 
appropriation or requests for authorization strictly economic? 

Mr. Houutster. The $100 million fund we are asking for is to be an 
economic fund and not a military one. Is that what you mean? 

Mrs. Ketiy. Yes. It is strictly economic? 

Mr. Houuister. Yes. 

Mrs. Kexty. I think under Public Law 401, where you have accu- 
mulated local currency—is it 401? 

Mr. Ho.utster. Section 402 and Public Law 480. 

Mrs. Ketiy. 402, then, and 480, too. Can this money be used 
for economic purposes in developing dams, or anything? 

Mr. Houuster. Yes. The Public Law 480 program involved the 
sale of our commoditities for local currency. The local currency is 
then used for various purposes in that country. The kind of project 
you are talking about is a loan program under which we in turn Joan 
most of the local currency back to that government for industrial 
development purposes. That is what you are talking about; isn’t it? 

Mrs. Ketiy. Yes. We can take that for use in our own programs 
under MSA? In other words, I am getting to the Aswan Dam 
situation. 

Mr. Houutstrer. The 480 program wouldn’t help any there. In 
the Aswan Dam picture, you have to consider, as you do in all these 
countries, the difference between money spent internally and money 
which is used to acquire things from the outside or foreign exchange. 

The problem in many of these countries is the question of dollar 
exchange. In the Aswan Dam picture, the rough estimate of the 
total cost is about $1,300 million in the long pull, 10 or 12 years. 
About $400 or $450 million of that will have to be in foreign exchange, 
dollars or pounds, if things are bought in England, marks if bought 
in Germany, wherever it might be. That would involve electric 
equipment, concrete, and all that kind of thing, where Egypt itself 
will spend around $900 million internally. 

Mrs. Ketiy. You can take some of their local currency and use 
it in our programs under this law? 

Mr. Houuster. I don’t think 480 would be applicable. 

Mrs. Keg tty. It is counterpart funds, but you can use it for develop- 
ment of the Aswan Dam? 

Mr. Hotutstrer. That could be done. 

Mrs. Ketuy. It could be or it is? 

Mr. Ho.uutstsr. It isn’t now. With respect to the Aswan Dam. 
I suppose a certain amount of Public Law 480 counterpart, which is 
engendered in Egypt, if a 480 program were put in could be used to 
be “expended 7 the Egyptian Government, if we agreed to it. 

There is nothing at t the resent time, covering that that I know of. 
Don’t forget that Public Law 480 is not under the complete control 
of ICA. You understand that? 

Mrs. Ketuy. I do. What actual increase in percentage would be 
under this bill in flexibility and transferability? 
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Mr. Houutster. That is a pretty hard one to answer. Another 
$100 million fund would obviously increase the President’s fund 
by $100 million. The President now has $100 million in this special 
fund. He now has the right to transfer $50 million from other funds 
and we are asking the right to transfer $200 million. The total 
transferability right would be $300 million under the present request 
as against $150 million last year. When you add it up you only 
have double the amount. 

Mrs. Ketiy. The overall picture is that actually we are giving the 
President a blank check to transfer where he wants? 

Mr. Ho xuisrer. If you like to put it that way. You are giving 
him the discretion to do it. In this whole program I am trying to 
point out to the committee that in order to administer it properly, 
the more discretion you have the better job you can do, if you are 
doing the job right. 

I understand perfectly well that the Congress never wants to go 
beyond a certain point, because a man doing a job, who acts for the 
President, may not be doing it correctly. However, with the world 
what it is today, and with the long time element between the time you 
make your plans and the time you spend the money, I believe the 
Congress is justified in taking the chance on a certain amount of 
additional flexibility. 

If it doesn’t work, it can always be changed. It seems to me, in 
my study of this and the work I have done on it, that a better job 
could be done if we have better flexibility. We don’t think we are 
asking for an unusual amount. 

Mrs. Ketuy. If you are convinced of a program or plan, why 
don’t you ask for the complete amount of authorization and appropria- 
tion in the given year? 

Mr. Houutster. You mean, just ask for $1 billion to use as the 
President might see fit? 

Mrs. Ketty. If you feel it is necessary for a given project. 

Mr. Houutster. You don’t know what the project is going to be 
that far ahead of time. 

Mrs. Ke tty. If you think it is going to be $1,300,000,000, ask for 
a billion. 

Mr. Ho.uister. You mean, without any restrictions whatsoever? 

Mrs. Ketiy. That is right. 

Mr. Houuister. The trouble with that is that I doubt any Congress 
would grant it. No Congress in the world is going to grant anything 
like that, at least, I think that is a fair statement. 

What we are trying to do is persuade the Congress that an addi- 
tional amount of discretion is wise, not to throw the door wide open. 
Conceivably, if this works, they might be asked for an additional 
amount, if a program is in effect. We think the flexibility will save 
money in the long run from the point of view of getting an efficient 
job done. 

Mrs. Ketty. We have carried the authorization for the Korean 
rehabilitation program for years, which is the type of request I meant. 

Mr. Ho.uutster. We are asking some balance, of course, between 
something that is too restrictive and something that is wide open, 
and we think this is a good balance to ask for. 

Mrs. Ketiy. That is all, Mr. Chairman. 

Chairman Ricuarps. Does anybody else have any questions? 
Mrs. Bolton. 
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Mrs. Bouron. I can’t find it at this point, but you say it is 2 
years, almost, before money that we appropriate, we agree to now, 
really gets into the works. 

Mr. Houusrer. I say, from the planning standpoint. From the 
time you really commit it, it is pretty close to 2 years. 

We are now engaged —and I am driving our people as fast as | 
can—in seeing that the bulge in April isn’t going to be so high. In 
order to get under the wire on that 80 percent rule, you start ‘getting 
your money committed so late in the year that you have to drive 
everybody to get that commitment done by April. 

Mrs. Bouron. I would like to comment on that, on the basis of 
what is happening in Africa, having been out there for sometime. 
Tunis is now going to be a country on its own, and we will have an 
Embassy there. The Sudan is free. Instead of just a liaison officer 
with just a little place, we shall have to begin to build a staff and an 
Embassy. There is the Gold Coast and there i is Nigeria. 

From this whole program angle, how much is being thought of for 
the countries in Africa? I haven’t been able to find anybody who has 
any ideas on the subject. 

Mr. Houuisrer. I can tell you there is a certain amount of thinking. 
You are bringing out the very point that I brought out, that conceiv- 
ably a year from now, Tunis, the Sudan, may be an enormously im- 
portant part of the world, and some of the other places. 

Mrs. Botron. They are important now, if I may say so. 

Mr. Houuister. I don’t mean important, but the development has 
been such that we have not be able to crystallize on what ought to be 
done. 

Mrs. Bouron. May I suggest that the diplomatic picture is very 
distinctly that Russia has hopped over into the Middle of the Near 
East by getting into Egypt. If, by any chance, she can hold out 
enough plums to the Sudan to upset the entire plan there, we are going 
to be in a very bad way in the free world. 

Mr. Houuisrer. If it does become necessary, or wise, or both, in 
the course of the coming year to do something there, that will be just 
the kind of thing this Middle East fund would be available for. I 
am not referring to any particular country, but it is that kind of thing 
that we are asking this fund for. 

Mrs. Bouron. That is equally true of some of the west coast 
countries. They are coming into being, and they want to come with 
the West, they don’t want to go with the East, but if they have the 
door shut in their faces, as we ‘have shut it on China so many times, 
it will be unfortunate. We are hanging on the rather narrow edge of 
a precipice. 

I thank you Mr. Hollister for the excellent presentation you have 
made. We will profit from the message you have brought to us. 
Thank you, Mr. Chairman. 

Chairman Ricuarps. Mr. Selden. 

Mr. Setpen. Mr. Chairman. Mr. Hollister, are we continuing 
under this new program to give technical assistance to any nations 
who have now expanded their agricultural crops beyond their own 
requirements? 

Mr. Houuister. That is a very big question. We are doing our 
best to see that the technical assistance and the development assist- 
ance we give does not directly affect the ability of countries to export 
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the things that our country has in surplus, or decrease the amount of 
imports that those countries would have with respect to those agri- 
cultural commodities of which we have surpluses. 

It is obvious that if we have an agricultural training force some place 
in this country, or our experts go abroad with general agricultural 
measures and fertilizers, it cannot help but affect all kinds of 
production. 

But we are fully alive to the fact that we ought not to be spending 
directly to weaken or decrease the possibility of our distributing to 
the world market our agricultural surpluses. That is the thing you 
are interested in? 

Mr. SELDEN. Yes. 

Mr. Houuister. Any work that is done around the world to raise 
the standard of living of a country disturbs to some extent the equilib- 
rium of the world market. But we do our best to see that we do not 
directly contribute to that situation. 

Mr. Se,pen: I would like for just a moment to call your attention 
to the following paragraph on this particular subject that was included 
in the report of this committee’s study mission to Europe: 

An aspect of United States policy which, in the judgment of the study mission, 
should be carefully reexamined and reconsidered is our policy of giving technical 
assistance and other aid to nations to help them continue to expand their produc- 
tion of agricultural crops beyond their own requirements. In Greece (a compara- 
ble situation exists in Turkey for wheat and certain other crops) the production 
of cotton for export is being assisted even though such cotton competes with 
United States cotton in the markets of the world. We cannot object to any 
nation producing and selling cotton or other goods on a competitive basis, pro- 
vided we do not subsidize this production. The situation is entirely different, 
however, when we spend our own funds in a manner which aggravates one of our 
most difficult problems and adds to the financial burden of our taxpayers. 


This is very important for those of us who live in agricultural re- 
gions where we have surplus agricultural commodities. 

Mr. Houuister. We are fully alive to that. I would like to give 
you a copy of the memorandum which has been sent out to all of our 
people on this subject, because it is something that we have been 
watching pretty closely. 

I want to add that we have even tried to work the other way. 
In certain countries where their chief product is one of those com- 
modities of which we have surpluses, we are attempting to divert 
some of the acreage into other agricultural crops which are needed 
for a more balanced diet. It is not easy, but we are trying that out. 

Mr. SELDEN. I am glad to have that information. 

Chairman Ricuarps. Mr. Smith. 

Mr. Smiru. Mr. Hollister, yesterday I asked Mr. Hoover if he 
would indicate the percentage in this program for gifts and the per- 
centage in loans, and he thought that you might supply that infor- 
mation. 

Mr. Houutster. I can tell you the exact amounts. When you 
figure percentages, it depends on how big you consider the program, 
because if you are taking in all the special United Nations funds and 
all these special funds, it is a somewhat different percentage. 

We are trying our hardest to get a loan component into our pro- 
grams. It has been difficult this year. I can go into considerable 
detail. I can do it now or take it up a little later. The amount lent 
last year, as I remember it, was $209.5 million. What page is that on? 

Mr. Vorys. I-44. 
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Mr. Houutstrer. We are trying our best to get up to that this year. 
I don’t know whether we will make it or not. It is a very difficult 
thing. 

As our aid increases to these countries in less developed condition, 
our loans become more and more something vague and illusory and 
are almost grants under another name. 

Mr. Smiru. In view of the fact that it is in the chart there—— 

Mr. Houuister. For the coming year we have places where we 
hope to be able to make loans. We have a prognostication on it, 
but that is something that we do not want to make public at the pre- 
sent time because it involves, as I said before, this package agreement 
by which we try to get as much as we can into section 402 items, as 
much as possible into loan items as well. We try to get a good total. 

Mr. Smitu. Do you consider that we are entering into an ec onomic 
struggle with Soviet Russia or the Communist world i in this program? 

Mr. Houurstsr. No, sir, not a struggle. 

Mr. Smiru. There have been some public statements to that effect. 
You don’t agree with that? 

Mr. Houutster. I don’t agree it is a struggle. I think there has 
been a new approach by the Communist Government to their world- 
wide attempts to penetrate, you might say, the defenses, military 
and economic, of the free world. 

This new approach must be watched carefully. It is being watched. 
Some of the things that we may do or want to do are affected obvi- 
ously by some of the moves they may make, but calling it an economic 
struggle, I think, would be putting too much emphasis on it. 

Mr. Smiru. We are not trying to meet them? When they make a 
move on the economic front, we are not trying to counter that with 
an offer on our part? 

Mr. Houutster. No, sir. 

Mr. Smirx. I am elad to hear vou say that. I understand in the 
Export- -Import Bank or World Bank a balance of some $1.5 billion exists 
that can be used in support of this program. Are you aware of that? 

Mr. Houusrer. Yes, sir. You say, “can be used in support of this 
program.”” [| think that is not quite the proper approach. The 
Export-Import Bank has certain purposes, and they go on side by side 
with our program. We are very careful in breaking ¢ out a program of 
any particular country to discuss it fully with the Export-Import 
Bank so we know what their plans are. 

I am glad you brought it up, because it points out one of the prob- 
lems we have in the loaning field. The good, sound industrial loans 
ought to be made by the Export-Import Bank. That is what it ts 
there for. It therefore means that the creating of, you might say, 
sound loans in a particular field are taken by the Export- Import Bank 
or perhaps by the World Bank. So, we are second covers in the lending 
field. 

If there is a sound situation for the Export-Import Bank to make a 
loan, it ought to be put on a businesslike basis, and therefore there 
would not be the necessity for our giving assistance to that particular 
country. 

Mr. Samira. It js not considered in this program? 

Mr. Houuisrer. It is considered. We take into full considera- 
tion 

Mr. Smirn. As amounts available? 
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Mr. Houutsrer. It doesn’t operate under our instructions in any 
way. , 

Mr. Smiru. I would like to get back for just one final question to 
the point 

Chairman Ricnarps. Would you pardon me? I just want to tell the 
committee this. It isa difficult day for us down on the floor. We have 
a yea and nay vote on aconference report coming up. I have obtained 
permission to meet while the House is in session. I want to say this 
to Mr. Hollister. We have Mr. Gray this afternoon. I believe Mr. 
Gray has to go 

Mr. Gray. I am leaving town Friday. 

Chairman Ricuarps. We are certainly going to want Mr. Hollister 
back here. The question is whether you can come Friday. Do you 
have a question, Mr. Smith? 

Mr. Smiru. Well, I would just like to ask a question that vou 
referred to in your examination or your request for information from 
Mr. Hollister, namely, as to whether or not on the policy level 
a possibility has been considered of divorcing the military aspects of 
this program from the economic and the technical assistance program? 

Mr. Houutster. You mean, presenting the total military budget as 
a unit? 

Mr. Samira. Right. 

Mr. Houutster. I think even if the total military budget were pre- 
sented as a unit, it would be impossible to divorce the military activi- 
ties in the mutual security field from the economic. It is so closely 
tied together. 

That wouldn’t necessarily mean that they might not present them 
as a unit. 

Mr. Smitu. AsI said to the Under Secretary yesterday, I think there 
are some practical difficulties in connection with making this program, 
most of it, sound, in the military field. In other words, it defeats the 
purpose we are trying to accomplish. Thank you very much. 

Chairman Ricuarps. | want to go back to the schedule. I wanted 
to call on these gentlemen now, but I don’t think we will have time. 
We have to go down to the floor. We will hear Mr. Gordon Gray, 
Assistant Secretary of Defense this afternoon at 2:30. Tomorrow 
morning we will hear in executive session, General Gruenther. 
Tomorrow afternoon, I believe, the Secretary of State will be here. 

Mr. Crawrorp. At 2 o'clock. 

Chairman RicHarps. I wanted to tell you about that. 

Mr. Hollister, I had hoped maybe that we could get you to come 
back here Friday, but I think it will be better —what does the com- 
mittee think about that? I think it will be better just a little later 
That is the weekend, you know. A lot of these fellows, on weekends 
they have campaigns, and things like that going on, and they have to 
look after that. 

Didn’t you start to say something about the schedule? 

Mr. Vorys. Mr. Hollister has given the program a once-over- 
lightly here. It is true that all the members of the committee haven't 
had a chance to interrogate him at this time. I think we ought to 
put off his further testimony until we can be sure of better committee 
attendance than we have. 

Mr. Houuister. Suppose I hold myself in readiness. I am ready 
to appear any time. 
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Chairman Ricwarps. I didn’t want to interfere with the continuity 
of your splendid testimony. I think we had better handle it that way. 
We will hear Gordon Gray this afternoon at 2:00. 

Mr. Futon. I hope you will speak in the future—I am going 
down to Guantanamo Bay on the Forrestal—on Central and Latin 
America, and why there is not a special development fund for that 
area as well as for the Middle East and Africa. 

Mr. Ho.uutster. You mean general? 

Mr. Furron. And, secondly, what we are doing to help Italy on 
its food shortage under this program. Thank you. That is all. 

(The information requested appears on p. 780.) 

Chairman Ricnarps. Thank you, Mr. Hollister. Your testimony 
was very enlightening. We will continue it at the proper time. The 
committee stands adjourned until 2:30 this afternoon. 

(Whereupon, at 1 p. m., the hearing adjourned until 2:30 p. m.) 


AFTERNOON SESSION 


(Whereupon, at 2:40 p. m., the committee reconvened, Hon. James 
P. Richards (chairman) presiding.) 

Chairman Ricnarps. The committee will come to order, please. 
Ladies and gentlemen, before we hear the witness this afternoon I 
would like to call to your attention that we have two very distin- 
euished visitors here with us today, Dr. Uyehara and Mr. Narahashi 
of the Foreign Affairs Committee ‘of the ‘Japanese Diet. Will you 
stand up, please? They are accompanied by two of the Embassy 
folks, Mr. Tenaka and Mr. Kamada. I wish to welcome you gentle- 
men here and hope you will be interested in the proceedings. 

Mr. Vorys and I had the pleasure of visiting your parliamentary 
bodv when we were in Japan a year or two ago. We were very 
courteously received and we appreciate it. 

Our first witness this afternoon is Hon. Gordon Gray, Assistant 
Secretary of Defense for International Security Affairs. I take 
particular pleasure in introducing Mr. Gray because he comes from 
one of the outlying islands of South Carolina. 

Mr. Cuarnam. That is right. 

Chairman Ricuarps. We think of North Carolina in that way. 

Mr. Cuarnam. Out of South Carolina. I would like to make a 
short statement to the committee. I have a picture in my possession 
of my mother holding Gordon Gray in her arms when he was 3 months 
old. 

Chairman Ricuarps. Did she say whether he was a bad baby? 

Mr. Cuatuam. We almost helped raise him and his brother. They 
come from a very distinguished family. ‘They have done wonders in 
our State. 

His father was President of Reynolds Tobacco Co., introduced 
Camels, and was responsible for the great growth of one of the greatest 
industries in the country. He was the topman. 

Gordon and his mother and brother Bowman, who is now one of 
the heads of Reynolds, gave to Winston-Salem the Bowman Gray 
School of Medicine of Wake Forest College—the college has moved— 
many millions of dollars which established that and which has become 
one of the great medical schools. 

They have been people who have done with their money what 
many people have done like Andrew Mellon and the Rockefellers. 
They have done it for the love of their country and their State. 
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He was a distinguished Secretary of the Army in the war. He 
enlisted, went to officer candidate school, got sick, was sent home, 
had an operation, went back, went to Europe. He came out as an 
officer from the fighting over in Europe. 

After being Secretary of the Army, he accepted the presidency of 
the University of North Carolina. Just the type we needed. 

Because he had been a State senator and had been in our politics, 
President of Young Democrats of North Carolina—he knows politics 
and governments. 

Mrs. Botton. That is the only thing wrong with him. 

Mr. Cuatuam. I am proud of him. If he had been President of the 
Young Republicans I would have been just as proud of him. He was 
able to get for our consolidated university at the time more than 
anybody else could have gotten by increasing their appropriation. 

Chairman Ricuarps. Do you mean that he is going to get more out 
of us? 

Mr. Cuatuam. The North Carolina people knew him and _ his 
character and ability. He has been on various boards. He resigned 
to come back up here to be Assistant Secretary of Defense. I can’t 
praise him too highly. 

I have another friend whom I want to praise very highly, Perkins 
McGuire. He used to be with Montgomery Ward and then became 
president of Allied Stores, Washington. Anyway, Lord & Taylor, 
and 1 or 2 other things, and used to trade me out of blankets. I 
told him I had him now, but a very distinguished and good friend. 
He was my shipmate in the Navy in World War II. 

Chairman Ricnarps. Is he from North Carolina? 

Mr. Cuatuam. I don’t know but he has taken a lot of money out 
of North Carolina. That is all, Mr. Chairman. They are the top 
young businessmen and patriotic men of the type that we need in 
government more than anything else. Of course, I don’t know the 
others so well. These two men I have known, Gordon since birth 
and Perkins for 30 years. 

Chairman Ricuarps. Mr. Gray, I am sure you must be a pretty 
good fellow. So we are delighted to hear from you. 


STATEMENT OF HON. GORDON GRAY, ASSISTANT SECRETARY FOR 
INTERNATIONAL SECURITY AFFAIRS, DEPARTMENT OF 
DEFENSE 


Mr. Gray. Thank you, sir. Mr. Chairman, I would like to say 
that it is my intention to vote for Mr. Chatham. 

Mr. Cuaruam. That was not a political speech. 

Mr. Gray The second observation that I would like to make is 
that I don’t know how he overlooked it, but I was once a notary public 
in the State of New York. 

Third, I enjoyed at least this brief experience I had in the company 
of those of great affluence in this country, the classification he put 
me in. 

Finally, if I may be permitted a personal observation, ‘Thurmond 
Chatham is my friend. 

Mr. Cuatuam. That is the best. I could have gone on and on. 
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Mr. Chairman and members of the committee, I appreciate this 
opportunity to appear in support of the fiscal year 1957 mutual 
security program. 

The program must deal with the varied problems of assuring peace 
and security—military, economic and political. It has been developed 
jointly with the Department of State and with the International 
Cooperation Administration and is being presented in all its aspects 
in cooperation with those agencies. 

The Department of Defense supports the mutual security program 
in its entirety and specifically endorses the defense-support program 
related to the maintenance of the forces of our free-world allies. 
However, I shall today address myself chiefly to that portion of the 
program concerning which the Secretary of Defense is assigned princi- 
pal responsibility—-military assistance. 

President Eisenhower bas requested $3 billion for fiscal year 1957 
to carry out the military assistance features of the mutual security 
program. The sums involved are large, and the executive branch and 
the Congress, severally and collectively, have a responsibility to assure 
themselves that the security and welfare of this Republic require these 
funds. 

The recent changes in Communist tactics and the current Soviet 
emphasis on economic infiltration provide no basis for relaxing collec- 
tive security efforts. We cannot assume that there has been any 
abandonment of the Soviet ikeaninns objectives for world domination 
or shorter range efforts for progress toward this goal. Therefore, we 
must continue to carry out a policy of insuring our own security by 
sound military defensive measures. This we cannot do through reli- 
ance on our own strength alone: we must help to develop the collective 
strength of the free nations of the world as a whole. 

Our military security is thus based upon maintenance of strong 
United States forces supplemented by a series of formal alliances in 
which other nations have agreed to join togethe r with us in the interest 
of the collective security of the free world. These arrangements are 
of two types: (1) multilateral arrangements, such as the Rio Treaty, 
NATO and SEATO, and (2) bilateral agreements such as those with 
the Republic of Korea and the Government of the Republic of China. 

Mrs. Botton. Would the gentleman yield for a question? You 
said “‘agreements.”’ Here it is “multilateral arrangements.”’ Is it 
“agreements” or ‘“‘arrangements” 

Mr. Gray. My own text, Mrs. Bolton, reads “arrangement.” I 
think agreements would be accurate. I appreciate your calling this 
to my attention, because I suppose we should refer to the anitdate ral 
undertakings as arrangements and the bilateral undertakings as 
agreements. Our military assistance program is designed to support 
these alliances. In addition, there are other countries where we are 
providing limited grant military assistance even though the nations 
are not formal allies. It is to our own interest to assist nations willing 
to work with us to maintain the general defensive strength of the 
free world. 

Finally, under the military assistance program, we can sell military 
equipment to nations, even including those with which we do not have 
collective agreements, when the President receives satisfactory com- 
mitments that such equipment is required for, and will be used by, 
such nations solely to maintain internal security or legitimate self- 
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defense or to permit them to participate in regional- or collective- 
security arrangements consistent with the U. N. Charter. 

Our ‘military assistance to our partners of the free world is vital to 
the military security of the United States. In the strategic and budget 
planning of our own Army, Navy, Air Force, and Marine Corps we 
take into account the military capabilities of these allies. Without 
their strength and capabilities, much of which has been developed 
through the support given by United States military assistance, our 
own planning would have contemplated appreciably higher service 
budgets and force levels. 

If I could, Mr. Chairman, depart from the text and say this addresses 
itself to a point which has been raised earlier in these hearings, as to 
whether the mutual security program in its entirety is of consequence 
for the military security of the United States. 

The point that I seek to make here is that but for the military 
forces generated, stimulated and assisted by our military assistance 
program, to attain the same measure of military security in the world 
our own forces would have to be larger. 

When the question was asked whether this is more or less important 
than our own military budgets, as earlier witnesses have indicated, it 
is a part and parcel of our total military security, and we think a way 
to achieve security at less expense to the United States Government. 
Indeed it is doubtful that the United States would have had the man- 
power or economic resources unilaterally to achieve and maintain the 
present high degree of military security which collective efforts have 
secured for the Free World. it is equally true that if we do not carry 
forward our military assistance program, the security of the free world 
could not be maintained and our own service budgets would have to 
be materially increased. 

Our contribution to the defense efforts of our friends abroad is 
rendered in various ways. To the NATO countries (excluding Greece 
and Turkey) and to the Latin American nations we limit our ‘military 
assistance to military weapons, equipment, and training. To some of 
our other allies military assistance includes the provision of some soft 
goods and construction which has formerly been referred to as direct 
forces support. This year the Defense Department has been assigned 
responsibility for administering this type of program. It will be inte- 
grated with other forms of military assistance. 

The economic resources of most of our allies other than NATO and 
Latin American countries do not permit them to maintain an adequate 
level of defense without some assistance from us in the form of defense 
support which contributes in various ways to the military effort of the 
countries concerned and also helps them in meeting pressing economic 
problems. This type of aid, when added to their own expenditures, 
enables the countries receiving it to keep in existence military strength 
of great importance to the defense of the free world. This military 
strength would not otherwise be available. 

These and other partners make important contributions to the 
common defense by contributing defense bases in strategic parts of 
the world and facilities of various types for which there would be no 
satisfactory substitute. 

The members of this committee are familiar with the general char- 
acter of the programs through our presentation of prior years. Many 
of you have seen parts of it in operation through valuable firsthand 
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observation. As you know, our individual country programs are 
developed in the first instance by the military assistance advisory 
group working with representatives of the recipient country. The 
program is then coordinated with and reviewed by the “country 
team’’ which consists of the ambassador, the chief of the economic 
mission, and the MAAG. The military aspects of these programs are 
reviewed by the responsible United States unified command abroad, 
and then forwarded to Washington. Here these programs are checked 
by the military departments to insure that they have the capability 
to provide the required items, either from stocks or from new produc- 
tion. Military review by the Joint Chiefs of Staff insures that these 
programs are in keeping with United States military objectives. After 
final refinement by the Office of the Secretary of Defense, the pro- 
grams are coordinated with the Department of State and the Inter- 
national Cooperation Administration to insure that they are consistent 
with our economic and political policies. Thus, political and economic 
considerations are taken into account from the inception of the pro- 
grams to the final presentation to the Congress. 

Through prior appropriations we have already provided for large 
quantities of the best equipment and material currently available to 
our own United States forces. We have been furnishing in some quan- 
tity to those countries, able to use them efficiently, such modern items 
as advanced fire-control radar for antiaircraft weapons and _ ships, 
self-propelled, highly maneuverable 155-millimeter howitzers, up-to- 
date systems of interconnecting telecommunications and modern 
tactical aircraft. This equipment would be essential to our own forces 
or those of our allies in any combat situation which might arise today 
or in the foreseeable future. 

Concurrently, however, the United States has developed and is pro- 
curing for its own forces a whole range of advanced weapons, typified 
by guided missiles and much improved early warning and communi- 
cations equipment, which represents an advance of consequence in the 
concept and execution of defense against aggression. In December of 
last vear at the NATO Council of Ministers the Secretary of State and 
the Secretary of Defense had important discussions with our allies 
about the new concept for the defense of free Europe which would be 
affected by introduction of these advanced weapons. These con- 
versations were pursued in more detail at a followup meeting of the 
North Atlantic Treaty Organization in Paris in February which I 
attended. 

In the military assistance program for fiscal year 1957 we have 
included about $530 million to make a start on helping our allies to 
become equipped with advanced weapons. They will be supplied 
only to those of our allies with the greatest need for, and the greatest 
capability of utilizing and maintaining them. 

These weapons and the new equipment will considerably improve 
the defense of the areas in which they will be located. They will also 
contribute very directly to the long-range defense of the United 
States. While they will not threaten any nation which does not 
initiate aggression, they give our allies both the will and improved 
capability to resist attack by the modernized Communist forces. 
The knowledge that these weapons are available should serve to deter 
aggression ; the fact that they are in place will make it easier to repel 
such aggression should it occur. 
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One hundred and ninety-five million dollars of these weapons 
already have been included in the fiscal year 1957 program for NATO 
countries. The eventual distribution of the balance of the advanced 
weapons included in this program will be made on the basis of later 
determination as to the most effective employment of such weapons 
on a worldwide basis. 

The advanced weapons and methods are in large part comple- 
mentary to, and not a substitute for, weapons already in possession 
of our allies. This is especially true of much of the early warning and 
communications systems already included in the program. However, 
with the exception of money for some of that equipment, no appropria- 
tions for the type of military assistance here characterized as ad- 
vanced weapons have been requested in the past. It constitutes a 
wholly new program and represents a major forward step. 

Production of advanced weapons, as you know, of this type is 
lengthy process. It is essential that funds be available now in order 
that production may go forward while detailed plans for the allocation 
and strategic use of these weapons are being perfected. Appropriate 
security safeguards will be worked out in detail before delivery. 

The military potential of the Communists is constantly growing. 
Taking into account this fact and the rapid scientific development 
in the field of weapons, it is plain that we and our allies must keep 
our defenses adequate to meet new weapons and new methods of 
aggression. The advanced weapons program now proposed is our 
most recent effort to achieve this result. 

The designs of advanced weapons, created by those working on 
the frontiers of scientific knowledge, are subject to rapid change. 
Obsolescence begins as research establishes new scientific principles 
ready for practical development and application. It thus is to be 
expected that the advanced weapons program will be modified and 
improved initial orders can be placed later this year. Even later, 
some additional types of weapons may be substituted in the program, 
if that appears to be desirable. 

It is particularly appropriate to note here the mutual weapons 
development program for which we are requesting $50 million. 
It is hoped that through this program (which will be discussed in 
detail later in the presentation) our European allies may increase 
their own capabilities to develop and provide advanced weapons for 
the common defense. 

We will also continue to procure some materiel offshore for the 
purpose of helping to maintain the munitions production base in 
friendly countries. 

A brief outline of this proposed military assistance program by area 
may be desirable at this point. 

(1) For Europe we ask approximately $760 million to maintain the 
present level of forces and equipment which have been achieved 
through our past military assistance programs. With the exception 
of the $195 million for advanced weapons, which I referred to above, 
these programs will assist countries of this area by providing princi- 
pally training, maintenance, and spare parts and ‘by replacing some 
attrition losses. Even with the advanced weapons concept, existing 
programs must be in large part completed to insure defensive strength 
during the period before the advanced weapons become widely avail- 
able. Every advantage will be taken, however, of opportunities to 





96 MUTUAL SECURITY ACT OF 1956 


observation. As you know, our individual country programs are 
developed in the first instance by the military assistance advisory 
group working with representatives of the recipient country. The 
program is then coordinated with and reviewed by the “country 
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by the military departments to insure that they have the capability 
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final refinement by the Office of the Secretary of Defense, the pro- 
grams are coordinated with the Department of State and the Inter- 
national Cooperation Administration to insure that they are consistent 
with our economic and political policies. Thus, political and economic 
considerations are taken into account from the inception of the pro- 
grams to the final presentation to the Congress. 

Through prior appropriations we have already provided for large 
quantities of the best equipment and material currently available to 
our own United States forces. We have been furnishing in some quan- 
tity to those countries, able to use them efficiently, such modern items 
as advanced fire-control radar for antiaircraft weapons and ships, 
self-propelled, highly maneuverable 155-millimeter howitzers, up-to- 
date systems of interconnecting telecommunications and modern 
tactical aircraft. This equipment would be essential to our own forces 
or those of our allies in any combat situation which might arise today 
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curing for its own forces a whole range of advanced weapons, typified 
by guided missiles and much improved early warning and communi- 
cations equipment, which represents an advance of consequence in the 
concept and execution of defense against aggression. In December of 
last year at the NATO Council of Ministers the Secretary of State and 
the Secretary of Defense had important discussions with our allies 
about the new concept for the defense of free Europe which would be 
affected by introduction of these advanced weapons. These con- 
versations were pursued in more detail at a followup meeting of the 
North Atlantic Treaty Organization in Paris in February which | 
attended. 

In the military assistance program for fiscal year 1957 we have 
included about $530 million to make a start on helping our allies to 
become equipped with advanced weapons. They will be supplied 
only to those of our allies with the greatest need for, and the greatest 
capability of utilizing and maintaining them. 

These weapons and the new equipment will considerably improve 
the defense of the areas in which they will be located. They will also 
contribute very directly to the long-range defense of the United 
States. While they will not threaten any nation which does not 
initiate aggression, they give our allies both the will and improved 
capability to resist attack by the modernized Communist forces. 
The knowledge that these weapons are available should serve to deter 
aggression; the fact that they are in place will make it easier to repel 
such aggression should it occur. 
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One hundred and ninety-five million dollars of these weapons 
already have been included in the fiscal year 1957 program for NATO 
countries. The eventual distribution of the balance of the advanced 
weapons included in this program will be made on the basis of later 
determination as to the most effective employment of such weapons 
on a worldwide basis. 

The advanced weapons and methods are in large part comple- 
mentary to, and not a substitute for, weapons already in possession 
of our allies. This is especially true of much of the early warning and 
communications systems already included in the program. However, 
with the exception of money for some of that equipment, no appropria- 
tions for the type of military assistance here characterized as ad- 
vanced weapons have been requested in the past. It constitutes a 
wholly new program and represents a major forward step. 

Production of advanced weapons, as you know, of this type is a 
lengthy process. It is essential that funds be available now in order 
that production may go forward while detailed plans for the allocation 
and strategic use of these weapons are being perfected. Appropriate 
security safeguards will be worked out in detail before delivery. 

The military potential of the Communists is constantly growing. 
Taking into account this fact and the rapid scientific development 
in the field of weapons, it is plain that we and our allies must keep 
our defenses adequate to meet new weapons and new methods of 
aggression. The advanced weapons program now proposed is our 
most recent effort to achieve this result. 

The designs of advanced weapons, created by those working on 
the frontiers of scientific knowledge, are subject to rapid change. 
Obsolescence begins as research establishes new scientific principles 
ready for practical development and application. It thus is to be 
expected that the advanced weapons program will be modified and 
improved initial orders can be placed later this year. Even later, 
some additional types of weapons may be substituted in the program, 
if that appears to be desirable. 

It is particularly appropriate to note here the mutual weapons 
development program for which we are requesting $50 million. 
It is hoped that through this program (which will be discussed in 
detail later in the presentation) our European allies may increase 
their own capabilities to develop and provide advanced weapons for 
the common defense. 

We will also continue to procure some materiel offshore for the 
purpose of helping to maintain the munitions production base in 
friendly countries. 

A brief outline of this proposed military assistance program by area 
may be desirable at this point. 

(1) For Europe we ask approximately $760 million to maintain the 
present level of forces and equipment which have been achieved 
through our past military assistance programs. With the exception 
of the $195 million for advanced weapons, which I referred to above, 
these programs will assist countries of this area by providing princi- 
pally training, maintenance, and spare parts and by replacing some 
attrition losses. Even with the advanced weapons concept, existing 
programs must be in large part completed to insure defensive strength 
during the period before the advanced weapons become widely avail- 
able. Every advantage will be taken, however, of opportunities to 
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change the program for fiscal year 1957 and prior years to achieye 
the defense posture most suitable for modification to the new concepts 
when the advanced weapons are delivered. 

There is no provision for building up or equipping additional forees 
beyond those previously planned. Our program is essential to oy; 
allies in this area to maintain the quality of the defensive structure jy 
Europe which we have worked so hard to achieve during the past 7 
or 8 years. 

We are requesting the appropriation, under an existing authoriza- 
tion for this purpose, of $75 million for the contribution of the United 
States toward the completion of infrastructure construction projects 
already agreed to in the NATO Council. This amount, plus the 
unexpended balance of fiscal year 1956 money, will suffice to cover the 
United States part of the fiscal year 1957 program. We do not at 
this time ask for any new authorization for this program although new 
infrastructure projects will need to be undertaken in the future if 
facilities are to be kept abreast of changing needs and concepts of 
defense. Negotiations on the first portions of a new infrastructure 
program will be undertaken within NATO later this year. 

(2) For the Middle East, Africa, and Asia, we ask approximately 
$472 million. This area includes our energetic ally Turkey, which 
contributes a substantial share of NATO’s ground forces, Greece, 
Iran, and Iraq. Our past programs have already provided some of 
the basic equipment for improving the defense capabilities of the 
individual countries. Since the presentation of our fiscal year 1956 
program, however, the MDAP countries of this area have joined 
into a mutual defense alliance—the Baghdad pact. Although we 
are not members of the pact, we have been supplying its members 


with equipment and the fiscal year 1957 program proposes continued 
progress toward the planned equipment levels for those countries. 
Although tension in this area has become increasingly great, those 
nations have indicated that they would prefer to work with the free 


world in finding solutions to their overall problems. They should 
continue to receive appropriate military assistance from the United 
States. 

(3) For Asia we plan a program of approximately $1.2 billion. 
This program includes the equipment and supplies necessary to 
maintain the effectiveness of the forces in Korea, Japan, Thailand, 
the Philippines, Taiwan, and Pakistan. The requirements of the 
still unsettled situation in Indochina are also reflected. Here we are 
dealing with several situations where hostilities have been threatened 
within the past few years or have only recently been discontinued. 
Free world defenses obviously cannot be lowered in those regions, 
and military assistance and defense support must be supplied in 
adequate measure. Over half of our program (apart from the ad- 
vanced weapons program) is in this akamcone, 

(4) For Latin America we plan a program of approximately $36 
million. Although our military assistance programs in Latin America 
are relatively small, it is essential that we continue to provide these 
items to sister republics to the south in the interest of our hemispheric 
defense. 

On June 30 of this year, the end of fiscal year 1956, we estimate 
that there will remain some $4.5 billion of undelivered items of 
military equipment provided for our military assistance program by 
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previous appropriations. ‘This represents well over 90 percent of 
our so-called unexpended balance. The remainder of this unexpended 
balance represents costs which are entailed in accomplishing deliveries 
plus relatively small unexpended amounts for contribution to the 
infrastructure program and other assistance for military construction. 

The bulk of these undelivered items are either now in the course 
of being produced or prepared for delivery, or are in the hands of 
our own United States Military Establishment. If the latter is the 
case, the unexpended money represents items in production toreplace 
(and thus release for delivery to our allies) United States service 
equipment, largely equipment from our mobilization reserve. The 
remaining equipment is on hand but undelivered as a result of unan- 
ticipated delays. The slowness with which the German rearmament 
effort has proceeded is a good example of this type of delay. How- 
ever, to increase the free world’s defensive capability, we must be 
prepared to make delivery of the items already on order and the new 
items in the 1957 program as promptly as possible. 

The existence of these undelivered items does not diminish the 
urgent requirements of our military partners represented by our new 
request for $3 billion. 

It should be noted that the unexpended balance referred to above 
will represent a decline of at least $2% billion to $3 billion in the 2- 
year period ending on June 30, 1956. This reduction will result 
primarily from the fact that during the past 2 years the amount of 
requested and actual new appropriations for military assistance was 
below the level of expenditures and deliveries. Because equipment 
programed for our allies was diverted to the Korean battlefront and 
because of production delays occasioned by the demands of our forces 
in Korea, unexpended balances had become unnecessarily large. 

Now, however, as a result of the decline in these balances we have 
reached a point where we are compelled to request new obligational 
authority about equal to the total of the anticipated expenditures for 
fiscal year 1957 and the $530 million of new weapons and equipment. 
Most of these advanced weapons will not be delivered until fiscal year 
1959 or later, although orders should be placed for these items now 
if we are to obtain timely delivery. 

The problem of lead time on military items is a serious one. Tanks, 
ships, missiles, and other military end items take a long time to 
produce. In addition, after the amount of appropriations is known, 
a period of several months is required to adjust programs to actual 
appropriations and to obtain allocation of funds. Contract negotia- 
tions also involve time. On this account our planning today is largely 
for the delivery of items in 1958 and 1959. This means that we need 
appropriations now to keep up deliveries 2 and 3 years hence. 

The problems of lead time and also serious administrative problems 
cause us to request that appropriations for military assistance be made 
ona “no-year” basis. This would result in more prudent commitment 
and management of available funds. It would also simplify account- 
ing by placing on the same basis the majority of funds available to our 
services for procurement. 

[ have attempted to touch upon the important aspects of the mili- 
tary assistance program. As I stated in the beginning, although my 
appearance here is principally to discuss that portion of the mutual 
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security program, the Department of Defense supports the entire 
program. 

I consider all programs encompassed by the Mutual Security Act 
as distinctly related to the security of the free world. Defense support 
funds are essential to the military efforts of those partners in the free 
world who have limited economic strength. Beyond that, the econ. 
omies and societies of those partners cannot persist and develop with- 
out the economic growth necessary to their freedom and independence. 
Thus, our economic and technical-assistance programs advance the 
strength and security of the United States and the whole free world. 

It should be remembered that, from the military standpoint, jn 
many areas of the world our security objective is largely served if we 
help free peoples to maintain their freedom and independence. There 
are nations in both hemispheres, whose freedom is important to us as 
a nation, even if they do not directly furnish military support to free 
world forces. Many of these governments, some of which are un- 
committed in the cold war, are now barely established within their 
own borders. It is of major importance that we help them to remain 
wholly independent states in a free world. 

I, for my own part, do not doubt that, if we in the United States 
proceed, with imagination and vigor and in a cooperative spirit, to 
do that which our own security demands, the nations outside the 
Iron Curtain will contribute, each in its own way, its fair measure of 
support in achieving the common goal of world peace and security. 

In conelusion of this statement, Mr. Chairman, I should like to 
say that for my own part I have the deepest conviction that this 
type of program is essential to the security of the United States. 

Chairman Ricwarps. Thank you, Mr. Secretary. I just wanted 
to ask you one question. 

{ judge from your statement that it is your personal opinion that 
were it not for the military features of this foreign-aid program, as 
set forth in this bill, our own defense budget this year should be 
correspondingly greater; is that right? 

Mr. Gray. I believe that, Mr. Chairman. Assuming that we are 
determined to do what we can to deter aggression and punish it 
should it occur, it is my conviction that the forces which we generate 
through this program will relieve us of what might otherwise be an 
obligation to have larger deployment of troops and forces abroad of 
our own United States Military Establishment. 

Chairman Ricnarps. Which would cost as much or more than the 
foreign troops cost us; is that right? 

Mr. Gray. It would cost a good deal more, Mr. Chairman. 

Chairman Ricwarps. Mr. Vorys. ' 

Mr. Vorys. Mr. Gray, from your statement the larger part of this 
consists of hardware that is available to our own forces. On page 10) 
you mention that part of it is in the hands of our own Military 
Establishment. 

Year after year we ask the question, “If you plan lead time of 2, 3. 
4, or 5 years on military procurement for other countries, how do we 
know that the countries are going to be free or willing to cooperate 
that far ahead?’ We have always been told that the equipment to 
be procured is the same as our own or sufficiently similar that it could 
be used and useful in our own program or the mutual security program 
whether the particular country was ready to accept it or not. 
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tire Is that true this year? Do you see what I mean? way have 
taken too long to ask a simple question. Is the MSA hardware the 
Act kind of stuff that could be used for our own forces? 
ort Mr. Gray. That is becoming increasingly true. Of course, in the 
free early days of the military assistance program we had on hand large 
a stocks of World War II equipment, which I think formed the bulk of 
ith- the early deliveries in military assistance to recipient countries. 
This becomes increasingly less the case every year. There is an 
the increasing necessity to furnish equipment and supplies to our allies 
from the production lines. As this process continues, they are getting 
” more and more of the same equipment that we have actively in the 
a hands of our own troops. Indeed, there are some items now in our 
“i programs which are being delivered simultaneously to Allied countries 
as and to our own troops, where this is possible without impairing the 
on combat effectiveness of our own troops. 


in- 
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As we move more deeply, as I think we must, into the advanced 
weapons program, we will more nearly have the same type of equip- 
ment in the more advanced weapons, technologically speaking, with 
our allies as we have with our own troops. 


: I think having said that I should add that it would never be our 


: policy in the Defense Department to deny defense weapons to our own 
of troops in order to put them in the hands of allies. 

Mr. Vorys. What I was driving at was the same thing Mr. Richards 

0 has mentioned, and a number of us have urged for years, and that is, 

is if the stuff needed for fiscal year 1957, the current year, is stuff we 

have in our own arsenal, as it were, why don’t we consider this as a 

d matter of how much of this stuff shall be transferred to the mutual 

security program year by year? Why don’t we handle the appro- 

t priations for the procurement of it under our own defense program? 

, Why do we run around throwing dust in each other’s eyes when, as 

, I remember the last time I checked up, 54 percent was exactly the 

same stuff we procure for our own forces? I was out at the Army 

; General Depot near Columbus and I saw them boxing stuff for 

: MDAP, the mutual security program. Until it went in the boxes 

, it was not MDAP stuff, but a set of papers was fixed up to have 


) MDAP buy it from the United States stocks. Of course, it was not 

called a sale, but the bookkeeping transaction to get it charged to 
the MDAP appropriation, instead of the Defense appropriation, was 
about the same as a sale. 

To some of us it is awfully perplexing why we have to go through 
this rigamarole and monkey abbneen and talk about. lead time in 
connection with this program at all. Why aren’t you here as the 
international security man saying “this is what these countries need 
this year. We want you to authorize the transfer from United States 
arsenal supplies the following planes, tanks, guns, ammunition.” Why 
is it we can’t do it that way? You have heard this before. 

Mr. Gray. I think this is not unrelated to the question I believe 
you asked earlier about why there should be an appropriation for this 
program for military assistance separate from the Defense Depart- 
ment program. This is not an unrelated question. 

With respect to the first portion of your question, not by any means 
all of the items we are supplying to our allies under this program are 
those which come in the category of being readily available. If we 
lave & requirement for equipment which is now in the mobilization 
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reserve, and therefore in the custody of our own troops, there mus; 
be a decision as to the calculated risk which would be taken of jm. 
mediately transferring that equipment pending the resupply. 

In some cases we do ship materiel out of the mobilization reserve oy 
the basis of a judgment that our security interest would not be preju- 
diced. 

With respect to some of the items which we ship, we must remember. 
if they are planes, that there is a lead time of production which js 
apparent in the procurement of these planes. 

Mr. Vorys. The committee is fully familiar with the lead time 
problem, the time consumed in writing up a contract, and after the 
contract is written, the time it takes for manufacturing the planes, 
electronics, ships, and so forth. 

Chairman Ricuarps. It has the same lead time as it would if jt 
was paid for out of the other pocket? 

Mr. Gray. That is correct. On the question of why we do the 
business of transferring appropriations, that relates to the way the 
appropriations are made. ‘The question was asked here last year, | 
know in this committee, and was asked again this year, as to why 
these should not be in the Department of Defense appropriations. _ 

The answers you have been given in the past are being based in part 
on the existing historical precedent, that this is the way it has been 
done and nobody has initiated a change. I think I could say that the 
Defense Department could live under either structure. I should like 
to point out these considerations, however. 

One is the necessity which we in the Defense Department absolutely 
believe in, of coordinating the military program with political and 
economic considerations. 

I am aware that the machinery could be set up which would require 
us to effect such a coordination. But we in the Defense Department 
would not wish to be given the full responsibility for the military assist- 
ance program to the exclusion of political and economic considerations. 

A second consideration for having a separate appropriation is that 
of course each of the service departments has its budget. If this 
program were merged into the three service budgets, the administra- 
tion of it as a program would be rather difficult, it being in three parts. 
With all respect to the services, in one of which I have had important 
connections, I am afraid a merger might tend to diminish the emphasis 
on the foreign military aid aspect of our defense undertakings. 

So, I think there must be some independent force behind the military 
assistance program, whether it be simply in the Department of Defense 
or be given some impetus also without the Department of Defense. 
These are considerations which would, I am sure, have gone into the 
history of the present arrangements for it. 

Mr. Vorys. You say the present arrangement is historical. Each 


time the change is suggested your Department, not you, but whoever 


is talking for your Department, says, ‘‘Well, maybe it is a good idea, 
but it is too late to do it this year.”’ 

Mr. Gray. Sir, you are not quoting me. 

Mr. Vorys. I am not, I am quoting your predecessors. 

Mr. Gray. I can say that the Defense Department is not recom- 
mending such a change. Obviously, the Congress would have the 


power to make such a change. I am sure we could live under either 
arrangement. 
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I have tried to cite considerations which would support the present 
arrangement. 

Mrs. Kutuy. There has been a great deal of discussion about the 
increased cost on the military in this present bill. What worries me 
is with the advances that the Russians have made up to date, in- 
creasing the strength of their forces with modern weapons, there 
might not be enough in this $760 million for Europe to help equip 
with advanced weapons. In other words, there is nothing in this 
bill for new, advanced weapons? 

Mr. Gray. Yes; there is. 

Mrs. Ketuy. Except the $530 million? 

Mr. Gray. That is right. 

Mrs. Ketty. In other words, almost a billion in this bill is just to 
maintain the present level of equipment of the forces we have there, 
including the deliveries that haven’t been made? 

Mr. Gray. That is correct. It is incorrect to assume from my 
statement about advanced weapons that the weapons we are now 
delivering under prior programs are not modern weapons. 

Mrs. Ketty. You are not increasing the number? Even in the 
reappraisal you did not change? 

Mr. Gray. When I use “force’’ I refer to the number of divisions, 
the number of air units, and so forth. 

I should make, however, one qualification. Under the new concept, 
so-called forward strategy concept, adopted by the NATO countries, 
there is some experimentation going on with respect to size of divisions, 
and there may be some change in the numbers of people, numbers of 
troops, in a division within a particular country. But, by and large, 
the forces we are supporting remain substantially the same. 

Mrs. Ketty. Did you make a great deal of change in the recom- 
mendations from General Cook’s recommendations from the field? 
Isn’t General Cook the one who collects all your field information? 

Mr. Gray. He heads the Unified Command in the European area. 

Mrs. Ketty. He makes his recommendations to the Pentagon. 
Did you cut it back? 

Mr. Gray. The process in developing the request for 1957, of 
course, began, as I indicated, in the field with military assistance 
groups working with recipient countries. 

Their recommendations were reviewed by the country teams, and, 
in turn, by the Unified Command in the area. There are recom- 
mendations for adjustments which are made throughout all these 
reviews. Subject to further checking, Mrs. Kelly, I think I could say 
with respect to programs reviewed oe General Cook’s headquarters 
that there was probably little change at his level. 

Mrs. Ketty. You mean, there is little change by you of his recom- 
mendations; is that right? 

Mr. Gray. No. There was a substantial change in the figures 
presented in connection with the building of a 1957 figure. As you 
may recall, last year Mr. Hensel indicated before the committee 
that he had a question in his mind as to whether some of the programs 
were realistic. I am not sure of his precise language, but I think he 
questioned the realistic nature of some of the programs in prior years. 

He indicated to the committee that we were having a worldwide 
review made from the country level, indicating what the deficiencies 
Were with respect to troops in the areas receiving military aid, equip- 
ment of those troops, and in an effort to ascertain the global problem. 
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When these figures came in from the field from the country teams— 
it has been suggested to me that if you have to go vote, Mrs. kelly, | 
will be glad to proceed when you get back. Somebody had the notion 
you had to go to vote. 

Mrs. Keuty. I will be right back. 

Mr. Hays of Arkansas (presiding). Mr. Fulton, are you ready or 
would you rather Mr. Chatham picked up? 

Mr. Futron. I yield to Mr. Chatham, because he will be harder 
on him as a personal friend. 

Mr. CuatHaM. Thank you, Jim. I want to make an interesting 
statement, I believe, to the committee and for the record, and there 
is nothing secret about it. It was top secret at the end of the war, 
I think it will undoubtedly interest Mr. Gray, although probably he 
has the information. ' 

In evaluating the need for allies, I helped prepare for Mr. Forrestal 
during the last part of the war, a paper which I have in my possession 
and which was top secret then. I helped Commander Snackenberg, 
now Admiral Snackenberg, who | believe was the Chief of the Bureau 
of Ordnance. I had been in Ordnance the first part of the war, but I 
went to sea. It shows what weapons won the war and where they 
came from. ; 

I have from memory 14 here written down; I think we had 20. | 
think it would be interesting to the committee and to Mr. Gray, if he 
has it in that shape, to go over those. 

I will start with radar, which was invented by some British scientist, 
who found that if you shot this beam out it came bouncing back. 

Because of radar, and the Japanese were using binoculars though 
better than anything the Germans had made, we were able to see at 


night ships and planes and shoot for our landings, which | was doing 
for nearly 2 years on an American cruiser, the U.S. S. Phoeniz. We 
had the topographical maps, and each ship shot for a certain grid, 
This was British. 

The jet plane was invented in England and taken up by the Germans 


in the last few years of the war and played havoe with our bombers. 
It went through them in formation and shot them up. ‘The first 
Messerschmitt, which the Germans took from the first British jet, 
and the British have continued to make the better jets, as shown by 
the fact that they flew one at level flight at 1,132 miles an hour last 
week where we had the world’s record of something like 800 miles 
an hour. 

The early gun which we armed our merchant ships with, put on 
all our ships, were Oerlikon 20 millimeter, Swiss, and are being 
made in North Carolina, under Swiss patent. It became a revenge 
weapon. We couldn’t reach them after they had dropped the torpedo, 
but as they came on in many planes were destroyed. 

The Bofors gun became the great antiaircraft weapon of the war. 
I think the Navy uses it still. It was a Swedish gun. They were 
brought here during the war. We had a little 1.1 gun that exploded 
and killed a lot of people. 

The electric torpedo was invented by the British, which we used In 
the last part of the war. We had a bad experience the first part of 
the war in the Navy. Our torpedoes didn’t explode. We had a 
mark 6 exploder, and the people who tried to arm it didn’t know 
enough about it to set it, and we hit merchant ships, torpedoes went 
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under merchant ships, and the torpedoes did not explode and these 
submarine commanders who risked their lives in going after Japanese 
ships would miss them by not having them explode. 

Torpex was @ much stronger explosive than TNT. It was twice 
as strong. It was British. We adopted it for torpedoes and bombs. 

The proximity fuse, which had a great deal to do with the winning 
of the war and was assembled in Winston-Salem in a plant which 
Chatham leased to the Navy. It was assembled there. It is the 
heart of the guided missile, which has been publicly stated, and 
when a missile gets near a plane and doesn’t hit it, the tubes due to 
this fine fuse in the tubes, if it is maybe 100 or 200 yards, the missile 
explodes. It gets rebound from the plane like radar, and the plane 
is destroyed. 

It was brought here by a German-Jewish refugee. In 1942 some- 
body brought him to me and said that he had a proximity fuse. | 
took him to the Chief of the Bureau of Ordnance. They did nothing 
for a while, and then they began to think about it. They brought 
him in, but we were many months late because of not taking it at first. 
That is No. 9. 

Loran, which could mean there will never be any more good navi- 
gators except amateur yachtsmen. You can have a device in a plane 
and get a fix with a point at Newfoundland, New York, and South 
Carolina, say, and where those cross-lines hit, that is your position 
atsea. We could always hit a half mile if we got a star or the sun, but 
never in bad weather, and we had to use all kinds of navigational 
things. It has knocked out navigators. And radar. Our modern 
radar will pick up a buoy a long ways away. 

Submarine defense was British. They developed it. The great 
defense against a submarine is another submarine. They detect 
them from underwater devices in the submarines and by destroyers 
on the surface. Sonar. 

Mr. Futon. Sonar was British? 

Mr. Cuatoam. Yes. You sent an impulse through the water and 
it hits a submarine with a ping. If you hit a whale, it is the same 
thing. Many whales were bombed. I have seen thousands of fish 
which were bombed in schools. Wehadaping. They were killed and 
came to the surface, but we were in waters where we couldn’t stop to 
pick them up. 

The convoy system was completely British, because I was on a 
converted yacht as a seaman in the first war trying to shepherd them 
out of Norfolk. 

The depth charge was British, the real antisubmarine device. 
They invented a hedgehog pattern, which we had on all our destroyers, 
throwing many charges in a pattern. 

No. 13, the atomic bomb was brought to Roosevelt by Mr. Churchill 
after the scientists had seen Einstein’s formula, developed and put 
together by Neils Bor, Dane, and Fermi, an Italian, who Rear 
Adm. Louis Strauss had brought over here for research on cancer, 
who had set up a cancer fund because I believe his mother and father 
died of cancer. 

I think it is rather interesting to think that we are talking about 
helping our allies, and practically the war was won by their discoveries 
and we improved them all. We are a great people for that. But 
everything I have here—I think there were 20 items that we gave 
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Mr. Forrestal that we all know about now—they considered those 
won the war, and not a one was basically discovered in this country. 

I want to ask Mr. Gray two questions, if I may. Isn’t it true. 
Mr. Gray, that when we get a fighting man on our side, whether he 
is British, and I have fought with them in two wars and they go 
places I don’t like to go in the Navy, he is just as valuable generally 
as our fighting men? : 

The Turks and Greeks, I have been told, were probably the best 
figl.ters in Korea. 

Now, I have understood not once but more than once, that you can 
buy a British plane or a French plane that is very good at a very 
much lower cost than it can be made here on account of labor and 
other things. They can be used usefully against an enemy. I know 
personally you can buy two uniforms for a soldier just as good as 
ours in Britain, Belgium, and maybe France, for the price of one 
uniform here, to arm our allies. They haven’t the money. They 
have been destroyed, their best men. These are for our allied 
defenses. 

I know trucks, jeeps, and things can be produced over there more 
cheaply. And isn’t it true by giving defense aid we are arming our 
strong allies and getting a greater degree of armaments and supplies 
and materials and uniforms and various things needed to fight a war 
for much less money than we can get it here? 

Mr. Gray. Well, I think that is fairly true. | am sure, there is no 
more expensive armed services anywhere else in the world than our 
own. One point that is generally overlooked is that we do not furnish 
all of this equipment for these divisions or air units or naval forces, 
and not only can they in many cases but in most cases be maintained 
at a lower dollar cost than American troops who would perhaps be 
deployed in those countries, but they are contributing in many cases 
the major portion of the support of these troops, bearing in mind, of 
course, that in some parts of the world the major portion is being 
borne at the present time by our military aid program. This is not 
universally true. 

Mr. Cuaruam. I had written information last year that a Turkish 
soldier, who I consider to be one of the top fighting soldiers, and the 
Yugoslav soldier 

Mr. Futon. Mrs. Kelly and I disagree with you on Yugoslavia. 

Mr. Cuatuam. They are good fighters, so are the Russians, because 
they don’t look after their own lives like we do. 

Mrs. Ketiy. The Greeks are on the side of the free world. 

Mr. Cuatuam. I didn’t yield. A Turkish soldier lives on 27 cents 
aday. He has 1 pair of shoes a year, 1 winter uniform, and 1 summer 
uniform. 

Mr. Gray. There isn’t any question but military support 1s 
obtained through the catalytic effects of this program, that the money 
we spend is much less than we would have to spend for comparable 
amounts——— ; 

Mr. Cuatoam. My whole point is we get more for our money 10 
defense spending, supplementary spending, because they are spending 
more money than our people realize. My point is we get more for 
our money spent there for our military supplies to arm them, and 
sometimes supplies for our own people, as in Japan, for instance, 
when we were there, than we do for our dollar here, maybe 3 to |, 
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in some cases. Those are all my questions and statements, sir. 
[am very happy you are here. 

Mr. Hays of Arkansas. Should we revert to Mrs. Kelly’s question? 
Mr. Fulton had yielded to Mr. Chatham. 

Mrs. Ketiy. Let me permit Mr. Fulton to continue his questioning. 

Mr. Futron. I am Jeaving for Guantanamo to visit the Forrestal, 
so I will have to leave very soon. I only have a few minutes, so if 
the lady will permit, I would like to ask my questions now. 

Mrs. Ketiy. Please proceed. 

Mr. Futron. The request this year for fiscal 1957 is $4.86 billion. 
That, of course, was a shock to many of us, to have the figure go up 
$2,157 million in a year above what it had been last year. 

My question is this: Suppose Congress should authorize the same 
mutual security appropriation as last vear, which was $2,703 million. 
What would the effect of that be on the security of the United States; 
and secondly, what is the gain by the addition of the $2,157 million 
extra? 

First, what would the old program do if we just continued it; 
and secondly, what gain do you get by the new program? I would 
ask you to put that in the record there rather than answer it here. 
If you would put that in later I would appreciate it. 

Mr. Gray. All right, sir. 

Mr. Futron. The next point is this: Where we have a setup for 
the various areas of the world, such as forward areas and areas which 
are for defense in depth—how can you justify a program of only $36 
million for all the countries in Latin America for the whole fiscal 
year 1957 when that is hardly a drop in the bucket? If you would 
put that in the record for us, I would appreciate it. 

The next thing is this: Why shouldn’t Africa be much more empha- 
sized and the building of bases in Africa for the defense of the United 
States security, as well as to help meet the unrest that is arising in 
all parts of Africa? 

My final point is this: That when we have equipment that is made 
under this program, until they put the stamp on it for the mutual 
security purpose, no person, either in the Defense Establishment or 
any one of the services can tell that it is any different than the equip- 
ment procured for the services for that year. 

The question then arises why don’t we then say to many of these 

countries, “Look, we will give you not our obsolete or obsolescent 
material or surplus material, but we will give you the used material 
which is in the used-car class and the United States forces will take 
the new material?” 
_ Why isn’t it set up that way, that we procure for military purposes 
in the United States, and then we do it by a revolving system, so that 
out troops get the materials that are made as they come off the 
assembly line here, and their troops get first chance at the offshore 
procurement materials, where it is possible, and thea that there be a 
system of distribution based on those principles? 

I would just like to leave that thought with you. I don’t want you 
to answer it because I have to leave. 

_ The final point is this: Can you justify the amount of the current 
Increased offshore procurement program for fiscal year 1957 as against 
the complaints of the American manufacturer that those same things 
could be made here, and if they are made abroad they will be made in 
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many places in plants that are, first, competitive with the United 
States plants, and second, in plants that have Communist dominated 
labor unions? I would like you to put the answer in the record. 

I join with my good friend, Mr. Chatham, in welcoming you here 
and we are glad to see you. Will you excuse me, Mr. Chairman? 

I want to thank Mr. Chatham for his fine statement. I appreciate 
it. I would like to have weapons. 

Mr. Cuatuam. You agree? You have never seen it in that form? 

Mr. Futron. I had never heard about it. 

Might we ask Mr. Gray to put in the record what our people did 
invent. 

Mr. Cuatuam. The jeep. 

Chairman Ricwarps. Did you finish your question? 

Mrs. Ketiy. I had one more question. Mr. Gray was talking 
about the status of General Cook. My question had been how muct 
did the Pentagon or did our officials cut his request from the field, 
by what percentage? 

Mr. Gray. Of course, General Cook would review programs, you 
understand, in only one area of the world. 

Mrs. Ketuy. That is where most of the money is going to for the 
military this year. 

Mr. Gray. Actually, in 1957 figures there is more going to other 
areas than to NATO, when you take into account the Far East 
countries. I am afraid I am not responding to your question. 

Mrs. Ketiy. As I understood it, Mr. Gray, when we were with 
General Cook this fall, he went into detail how they collected the 
requests and authorizations from European areas, plus Greece, 
Turkey, and then they came back here and you reappraised his 
recommendation in line with the budget. Then it is up to him to 
reappraise his recommendation to what you tell him he may receive. 

Mr. Gray. That is correct. 

Mrs. Ketxiy. I want to know how much you cut his recommenda- 
tion? 

Mr. Gray. I will respond in general, Mrs. Kelly. I am afraid the 
figures we might have to discuss in executive session. 

Just to clear up one point, for the record, as I pointed out in my 
prepared statement, for Europe this program in 1957 contemplates 
$760 million as distinguished from a program of $1.2 billion for Asia. 

Mrs. Ketuiy. That includes economic? 

Mr. Gray. No, this is just military aid. This is not pertinent, 
particularly to your question, but there is more money in the Asian 
military aid request than in Europe. 

As far as figures are concerned, in relation to the question you put 
about General Cook, I would prefer to give you figures or have figures 
given you ip. executive session. But I think I can substantially answer 
your question by saying that when the proposed programs came to 
General Cook for review, he made his review on the basis of judgmen! 
as to need, timing, balance, and so forth, with respect to these programs, 
and they in turn came back to Washington for review by the military 
departments, by the Joint Chiefs of Staff, and by the Office of the 
Secretary of Defense. 

The figures translated into the budget request for 1957 would not 
be the same figures as passed through General Cook’s headquarters, 
which would have to do with the timing of accomplishment of some 
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of these programs as distinguished from a decision that the review 
was not a sound one at the unified command level. In other words, 
these programs came in contemplating what the deficiencies were in 
the various countries, and obviously we cannot in any 1 year seek 
to meet all of the deficiencies. So the review in Washington takes 
into account those we think could reasonably be met from the point 
of view of production, availability of materials, and facts of life about 
budgets. 

So there was no overriding of General Cook’s judgment as to what 
is needed. There is the application of certain criteria in Washington 
as to when we might seek to make it available. 

Mrs. Ketty. Would you rather have me leave to executive session 
the question involving the making up of the request for Turkey. 

Mr. Gray. Yes, if you would. If we were going to talk about 
individual country requests, I would prefer that. 

Mrs. Ketuy. Then I have one other question at this point, Mr. 
Gray. On page 9 I think you are speaking of military, is that correct? 

Mr. Gray. Yes. 

Mrs. Ketiy. Military assistance program by area may be desirable. 
Qn page 8 you have one. Then you touch on the Middle East. 

Mr. Gray. That is right. 

Mrs. Ketty. You come up with $472 million. That is really for 
the support of the nations in the Baghdad pact—that would not 
involve the area of the Middle East, would it? 

Mr. Gray. We get into geographical definition. 

Mrs. Ketiy. Does that include material to any of these countries 
of the Middle East, the Arab world? 

Mr. Gray. I want to make sure of my classification. I think the 
easiest way to answer your question, Mrs. Kelly—I must say I failed 
to indicate that we have a map here which shows the defense assist- 
ance programs worldwide. I don’t know whether you can distin- 
guish the dots and the squares, but the squares are those countries 
where grant aid is being received and they can also purchase United 
States military material, and the dot areas are those where they are 
not eligible for grant aid but can purchase it. 

On the question of what is the Near East and Middle East for 
definition purposes, in my statement we include Turkey, Greece, 
Iran, and Iraq in the grant-aid program. As far as some of the 
countries of the troubled area are concerned, they are not now eligible 
for grant aid because they have not signed bilateral agreements, but 
are eligible for what we refer to as reimbursable aid or the sale of 
equipment. I am not so sure I understood your question precisely. 

Mrs. Ketuy. On page 8 you have a brief outline of this proposed 
military assistance program by area. Then on page 9 you have No. 2, 
the allied countries, Iran, and so forth. 

Mr. Gray. That refers entirely to grant-aid programs. 

Mrs. Kevty. You continue and say, “Since the presentation of our 
fiscal year 1956 program, however, the MDAP countries of this area 
have joined into a mutual defense alliance—the Baghdad Pact.” 

My question is this: $472 million could be given if agreements were 
reached, is that right, to the Middle East? When I say the “Middle 
East,” I am not speaking of the northern tier. 

Mr. Gray. You are speaking of countries such as 

Mrs. Ketuy. Saudi Arabia, and so forth. 
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Mr. Gray. Saudi Arabia, Egypt, Israel, are not now eligible fo; 
grant aid. 

Mrs. Kextiy. Thank you, Mr. Gray. 

Chairman Ricnarps. Mr. Selden, do you want to ask a question? 

Mr. Sevpen. | had to go out and vote and I am not sure what 
has been asked. I wonder, Mr. Chairman, if you have asked him the 
question that you propounded to Mr. Hollister as to the reasons why 
the military expenditures of this program are made a part of the 
Mutual Security budget rather than the Defense budget. 

Chairman Ricuarps. We went into that pretty extensively. I hope 
that you can read the testimony on that. 

Mr. Sevpen. I certainly shall do so. 

Chairman Ricuarps. Mr. Hays, of the Ozark country. 

Mr. Hays of Arkansas. Do you know how to spell “Ozark,” Mr. 
Reporter? 

Mr. Secretary, the expenditures for defense in all these European 
countries appear to be going down. What is the answer to the ques- 
tion, why should we continue military aid when they are diminishing 
their efforts in NATO? 

Mr. Gray. Well, I think that is a pretty sweeping generalization, 
that they are all going down. 

Mr. Hays of Arkansas. But the chart shows the total, the aggre- 
gate, at least, is down. 

Chairman Ricwarps. Since 1953, anyway. 

Mr. Hays of Arkansas. And coupled with that an increase in the 
gross national product, a rather impressive increase in some countries. 

Mr. Gray. Well, I think it is true that some of the NATO countries 
are doing about all they can do fiscally, financially, with respect to 
defense. I think that probably it is arguable that some countries could 
devote more of their gross national product to defense on a purely 
fiscal basis. 

However, in some of these countries we must recognize that there 
are intense political problems. I would not be in a position to say 
they have an overall capability of increasing their defense expenditures 
at the present time. If you ask the question: Why do we continue to 
give assistance to these countries who might be able to put more 
in?, my answer would be that NATO, in our judgment, is a vital force 
in the peace and security of the world, both from the deterrent point 
of view and also from a very important and real psychological point 
of view. 

We believe it to our best interest, and the interest of the free world, 
to continue to support NATO. 

It is United States policy that, in the future, in order for us to make 
advanced weapons available, the countries should increasingly find 
means of supporting forces and equipment already supplied. 

We are now in active conversations with various of the NATO 
allies with respect to their assuming in a phased period increasingly 
greater shares with respect to the procurement of spare parts, for 
example. 

I perhaps have wandered a little bit from the main question. —_ 

Mr. Hays of Arkansas. You are speaking to the point. I think it 
is very helpful information. I am interested in what the Secretary 
said on that. 

(Discussion off the record.) 
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Mr. Gray. I think I could anticipate a question which might 
follow from our exchange, and that is, Why is it that we don’t just 
simply substitute advanced weapons in terms of the level of dollars 
we might give for support for the maintenance of forces already 
established? And I thmk the answer is obviously that until such 
time as the new-weapons concept becomes fully operative, we must 
maintain the present defensive strength with the weapons that they 
now have. 

Unfortunately, in many of these cases, a new weapon is not entirely 
a substitute for a weapon already in the hands of troops but is com- 
plementary to weapons in the hands of troops. 

Mr. Hays of Arkansas. It is a very difficult problem for us, I 
mean, in interpreting this program to our colleagues, this basic ques- 
tion of proportionate sharing of effort. 1 concede that if country X 
is devoting only 9 percent of its income to defense and we are devoting 
10 percent, that there are good arguments on their side that that is a 
proportionate sharing, because country X may have only half the 
income we have. 

If their income is 1,000 and ours is 2,000, 9 percent is a good contri- 
bution, though it is a little less than ours, percentagewise. We are 
confronted with that constantly because what they have left in terms 
of income isn’t seen as much as the money contribution to the defense 
effort. 

Well, I want to get a little further into that, if I might. The ques- 
tion of diversion of French military efforts, for example, from NATO 
to their African operations is also relevant. Perhaps you covered that 
before I came in. 

Mr. Gray. No, sir, I haven’t. And I don’t want to interrupt, but 
[ would remind you that General Gruenther is to be with you tomor- 
row morning. Whereas, I am perfectly willing to discuss this with 
you, and for my own part I would have to discuss it, I think, in execu- 
tive session, but I think it is important that you—I know you will 
raise this question with General Gruenther tomorrow. I think he 
will speak very knowledgably on it. 

Mr. Hays of Arkansas. Would you care to make any comment at 
all on this question as to how far we are justified in going, how far 
we can gO in our negotiations with our allies in the pressures, you 
might say, that isn’t a good word for it, in our exertions for a more 
circumspect handling of their fiscal situation. 

France is in difficulty today on the domestic front because of their 
tax structure. When you take the total picture, their exertions look 
pretty good compared with ours, but the disparity of treatment in 
their own tax program is rather shocking, it seems to me. ‘This is 
something that may be inherent, I realize, in our concept of sovereign- 
ties. We should not try to set France’s house in order. I concede we 
have to accept a good deal of imperfection on the part of others as 
they must accept ours. 

But I continually look for some hope in these discussions with 
France for some leadership on that question. Perhaps you would 
just want to pass that one over. 

Mr. Gray. I would at this time. I am sure you will get into some 
detailed discussion of that when we come to you on a regional basis, 
that is, the European programs, which I suppose you will get into next 
week, Mr. Chairman. I think, however, I can make this kind of 
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observation, which doesn’t relate to any country, and I might take g 
hypothetical situation. 

There may come a point when a country would come to us and say. 
‘Unless you substantially increase your aid to us, unless you make 
provision which would aid our defense budget in a way which you have 
never done before, unless we can count on continued economic aid 
for military purposes for a period of years, many dire things are going 
to happen.” This is a possibility which might confront us. te 

I think, to give you some reassurance, that our position would be 
in a case of this sort that we do not have a bottomless well of money 
for purposes of this sort in the United States, that progress toward 
completion of these force goals may necessarily as a result go slower, 
but we must insist that you continue to hold up your end of the bar- 
gain. I think this would be the United States position in a case of 
this sort. 

I should like to make it plain for the record that I don’t have any 
reference to France in stating this hypothetical situation. : 

Mr. Hays of Arkansas. I would couple what I said about France 
to what I have said in defense of our great ally on the floor of the 
House whenever it has been brought up. I am speaking sympa- 
thetically about it, because I feel that there is great strain on France. 
I have never discounted her or hesitated in my devotion to our ally. 
I think there is a lot to give us hope. But all this is relevant, and 
you answered it very well. 

Mr. Gray. I am sure in closed sessions you will go into much 
more detailed discussion about this matter. 

Chairman Ricuarps. Are there any more questions? 

Mr. Vorys. Yes. What is the proposed expenditure, military 
expenditure for fiscal 1957? 

Mr. Gray. The expenditure, as distinguished from the appropria- 
tion, we estimate to be in the neighborhood of $2.5 billion. 

Mr. Vorys. How was it decided what the expenditures would be 
for this year? 

Mr. Gray. For fiscal year 1956? 

Mr. Vorys. Yes, or for fiscal year 1957. 

Mr. Gray. Let me say this first. An item becomes an expenditure 
when it is delivered to the recipient country. For example, in these 
figures which we refer to as unexpended balances, there is a very 
considerable item which is in aircraft and spare parts for aircraft, 
much of which has already been produced and many of which are in 
the possession now of the Air Force but which have not been delivered 
and therefore do not show up yet as expenditures. This would be 
true specifically, for exampls, in the case of Germany, which has not 
been ready as soon as we thought she might be to take some of the 
equipment under the German buildup. 

So, we must remember that when we refer to expenditures, the 
expenditure arises when we deliver the equipment to the recipient 
country. The rate of delivery is dependent upon many things and 
is limited by various considerations, among them the availability of 
equipment for delivery. 

Mr. Vorys. Since the end of the Korean war, you have had just 
a barrel of money, running up to 8.5 billion unexpended. You have 
had enough money and enough plant to make all you needed; 1s"! 
that right? 
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Mr. Gray. In the Korean war, you will remember that we diverted 
to Korea much in the way of equipment and supplies which ordinarily, 
but for the Korean war, would have been in the military aid program 
flowing to our recipient allied countries. For that reason there had 
been unexpended appropriations which couldn’t be translated into 
equipment immediately because of these diversions, and which 
subsequently was translated into equipment and delivered. This is 
why this unexpended balance was reduced from that, however, brought 
about in large part by the Korean diversions. 

Mr. Vorys. What I am trying to get at is how you plan the rate of 
expenditures, of deliveries, for this year, or next year when there 
isn’t any Korean war and you can get what you want and have plenty 
of money to do it. Mr. Hays brought out the curve of defense 
expenditure of these European countries is going down. Is it going 
down because they have completed the necessary armament? Does 
ours have to go up to match the way theirs goes down? Is ours going 
to hold along at $2.5 billion a year? Somebody must have some plans 
about that, some way that you arrive at what it is this year and what 
you project for next year and the year after. 

Mr. Gray. Our military aid in all of the countries is figured against 
force goals, for example, in NATO, which are your NATO approved 
force goals, where we don’t have a multilateral arrangement, force 
goals agreed to by our military and the country concerned and 
approved by the Joint Chiefs of Staff. 

Mr. Vorys. I thought the force goals were changed and that 
wasn’t the yardstick any more, that it was up to last year, but there 
was to be a new yardstick or measurement besides force goals? 

Mr. Gray. No, sir. Our military aid program is based on which 
units in a country’s forces we will support and the extent of the support 
varies. For example, in the Far East countries the support is prac- 
tically 100 percent where the economies don’t justify much expendi- 
ture on their part. It varies in more developed countries to only a 
portion of the support. It is our undertaking to support in varying 
degrees the force goals agreed on, and our program is designed over a 
period of years to meet these deficiencies. 

In some countries, for example, I prefer not to mention a particular 
country, but in one very important country, which will be discussed 
later in executive session, the army program is 96 percent complete. 
This means we have furnished virtually all the equipment for the 
ground troops that was contemplated under the force goals. 

This happens to be a European country, and in future programs, 
except for possibly advanced weapons, it will not be planned to make 
deliveries to the Army in this particular country. So, we have a list 
of worldwide deficiencies, based on force goals, which we want to 
support, against which our worldwide requirements are figured. And 
inno case, I am sure, since the inception of the program have we been 
able to meet by any 1 year’s appropriation or deliveries 100 percent of 
the deficiencies which we think we should meet under the military aid 
program. 

It would take many times $2.5 billion, even if we had availability 
of material, which we do not, to deliver, and the delivery capability— 
It would take many times $2.5 billion worth of deliveries to meet all 
the deficiencies which we could legitimately meet under the military 
aid program. 
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Mr. Vorys. To have all that the generals would like to have yoy 
furnish would take a jillion dollars. } 

Mr. Gray. Even to meet the deficiencies that we think we might 
reasonably consider an obligation would take more than the deliveries 
of any 1 year. The limitations, I would say, which arrive at approxi- 
mately $2.5 billion delivery rate, and the availability of the supplies 
and materials which we make available has a third limiting factor, and 
that is the ability of the recipient country to receive and use the ma- 
terial in any given year. 

We get from the field now something Mr. Hensel instituted but 
which we are just now fully getting the benefit of, the time phased re- 
quirements which come in from the MAAG’s, which indicated when 
the recipient country, in their judgment, should receive and can 
reasonably integrate into their forces—— 

Mr. Vorys. Those are the words I was trying to remember—“‘time 
phased requirements.” I understood that concept had replaced the 
unrealistic force goals which are no longer considered valid. The 
force goals that the JCS gets up are like a letter to Santa Claus. It 
is what they ideally want. That ideal, I thought, was going to be 
supplemented by a new system, which would be more realistic. 

Mr. Gray. | think there is a misapprehension about this. Actu- 
ally, in many of these countries we are supporting a number of units. 
We are furnishing equipment to a number of units, either land, air, 
or Navy, which are fewer units than the country has in its armed 
forces. 

So, the force goals are not adopted simply on the basis of what 
individual countries would like to have, but on the basis of what the 
total security picture we think we should support. 

The time phased reports from the military assistance groups are 
related to the force goals which we as a matter of policy in any 
one year have said we would support through military assistance. 

Mr. Vorys. Thank you very much. 

Chairman Ricnuarps. Are there any other questions? Thank you, 
Mr. Secretary. If it should happen that before these hearings are 
over we would like to have you come up again, we will give you some 
notice ahead of time. 

Mr. Gray. Thank you very much for your kindness. 

Chairman Ricuarps. The committee stands adjourned until to- 
morrow morning at 10:30, please. General Gruenther will be here in 
executive session. 

(Whereupon, at 4:29 p. m., the hearing adjourned.) 








you 


ght 
ries 
oxi- 
lies 
und 
na- 


but 

re- 
ren 
can 


me 
the 
‘he 

be 


tu- 
ts, 


ed 


1at 
the 


are 
ny 


ire 
me 


to- 
In 





MUTUAL SECURITY ACT OF 1956 


THURSDAY, MARCH 22, 1956 


Hovusk oF REPRESENTATIVES, 
CoMMITTEE ON ForREIGN AFFAIRS, 
Washington, D. C. 
The committee met, pursuant to call, in room G—3, United States 
Capitol, at 10:45 a. m., Hon. James P. Richards (chairman) presiding. 
Chairman Ricuarps. The committee will come to order, please. 
We are in executive session for continuance of the hearings on the 
bill (H. R. 10082) to amend the Mutual Security Act of 1954, as 
amended, and for other purposes. 
We are very fortunate and pleased, indeed, to have with us this 
morning an old friend, Gen. Alfred M. Gruenther, Supreme Com- 
mander, Allied Powers, Europe (SHAPE). 


General, will vou proceed in your own way. 


STATEMENT OF GEN, ALFRED M, GRUENTHER, SUPREME 
COMMANDER, ALLIED POWERS, EUROPE 


General Gruentuer. Mr. Chairman, I am grateful to be able to 
appear before your committee again. Such meetings as this one are 
welcome because they provide me an opportunity to tell you some- 
thing of the progress and problems of the NATO military effort in 
Europe. 

As you know, my appearance here today is related to the mutual 
security legislation which the Congress, and currently this committee, 
are now considering. Before I go into the particulars of NATO 
matters in Europe, I would like to make particularly clear the im- 
portance of this legislation to the defense of Europe. There is no 
question but that the progress we have made to date in NATO could 
not have been made without the support provided by the United 
States mutual security program. The bill that is now under con- 
sideration by your committee again includes important aid to the 
development of allied military effectiveness in Europe. This time, 
however, there is a new and especially meaningful facet in the pro- 
posed legislation. I refer to those provisions of the bill which would 
make certain advanced weapons available to our NATO allies; later 
in my discussion I will say more about this important element. 

Although the military aspect of the proposed program is of tre- 
mendous importance to the security of the free world, I attach even 
more weight to the psychological impact which this support will have 
on our allies. The Soviets are making a tremendous effort to polarize 
the cold war struggle, and to make it appear that it is purely a 
conflict between the U. S. S. R. and the United States. We must, 
more than ever before, make it clear to our partners in freedom that 
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our interests and theirs are essentially the same. In that way we 
strengthen the determination of our allies to resist not only against 
Soviet military power, but also against the atheistic and materialistic 
ideology which the Soviet propaganda machine is spreading with 
increasing intensity—and in a much more clever fashion than even q 
year ago. 

I am sure all of you recall how recently it was that we reacted to 
Soviet aggressive policies by taking action to develop a position of 
strength on the part of the nations of the Western World. It was 
only in April 1949 that the North Atlantic Treaty was signed. It 
was not until 2 years later, in early 1951, that a military organization 
within NATO, concerned with the defense of Western Europe was 
actually established. General Eisenhower went to Europe in January 
of 1951 to establish SHAPE, the headquarters near Paris. He found 
that he had a dedication, devotion to a cause, and determination in 
abundance, but troops and equipment were in short supply. The 
military capability that did exist consisted of national contingents, 
and was not prepared te function as an integrated military entity 
with a common strategic concept for defense. 

After 5 years of strenuous effort, our NATO military effectiveness 
is now a different story. Numerically our forces are about four times 
stronger and our increase in effectiveness is even greater still. Not 
only are the forces better equipped as a result of both MDAP and 
efforts by the member nations, but we have also made major advances 
in establishing a base system and important elements of the support 
machinery which would be essential to effective military operations. 
In addition, the forces are integrated into a cohesive organization 
with a common strategy and a well-coordinated plan of operations. 
Each commander knows exactly what to do if an attack should 
suddenly occur. In short, we have today in Allied Command Europe, 
a real defensive strength, a force which has earned the respect of those 
behind the Iron Curtain. 

It would be misleading if I were to leave you with the impression 
that the force we have is sufficient right now to meet and repel an 
all-out Soviet attack in Europe. Unfortunately, this is not yet the 
case. The Soviet Union retained a strong force after World War II, 
and it set about to build up the forces of the captive nations. The 
Soviet Union now has 175 divisions, most of which are of increased 
effectiveness; 20,000 operational aircraft, the great majority of 
which are now modern jet aircraft; and a strong Navy which has 
increased to 400 submarines and includes many new surface ships. 
This tremendous military machine must be credited with the possession 
of new weapons, including weapons with an atomic capability, and an 
increasing missile capability as well. It is reinforced in Western 
Europe by a satellite strength of some 80 divisions and an air strength 
of some 2,500 aircraft. The satellite forces are not as good as the 
Soviet forces, but they are being improved and they are being re- 
equipped. 

Right now, these Communist forces have certain weaknesses and 
we have on our side certain advantages. The Soviets are aware of 
both their weaknesses and our advantages. It is reasonable to expect 
that their best efforts are bent toward correcting the one and com- 
pensating for the other. We in turn must capitalize on our advan- 
tages and keep them working for us. At the same time we must 
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remain aware of Soviet weaknesses and be prepared to take advantage 
of them as circumstances may require. 

One of our greatest advantages is the military strength and the 
increased determination to defend that we have within NATO. The 
Soviet Union has recognized this advantage of ours, and has already 
taken vigorous action to counteract it. Nearly every speaker at 
the recent 20th Congress of the Communist Party pounded the theme 
that NATO must be dissolved. The Soviet Union realizes that 
greater confidence and a stronger will to resist further Soviet advances 
have developed out of the strength of this alliance. They have recog- 
nized that the respectable military force that exists in Europe con- 
stitutes a defensive force in being which makes the idea of Communist 
armed aggression & very expensive one, 

There is little question in my mind but that these factors have 
been a major influence in keeping our world at peace over the past 
few vears. If this conclusion is correct, it means then that NATO 
has accomplished its primary purpose—it has served as a deterrent 
to war. 

I think we would all agree that the ability of NATO to continue to 
perform this primary role is of vital importance to every one of us. 
However, to do this, NATO must be viable, strong, and determined. 
It is not enough to have created military strength in Western Europe. 
That strength must be maintained; it must be kept up to date; its 
effectiveness must be improved; new developments and improvements 
on the part of the Soviet bloc must be met and surpassed within our 
own forces. 

New developments and improvements in our NATO forces are 
important not only to maintain an effective force, but also because 
of the strategy which NATO has adopted. NATO has recognized 
that the free nations of the West cannot maintain the massive 
military machines which Communist totalitarian dictatorship makes 
possible. Our means for compensating for this is to exploit to the 
fullest our technical capabilities and our developments in weapons 
systems. 

The plans we have made—and I emphasize again that these are all 
(efensive plans—establish clearly that there are certain critical 
problems which demand immediate review in relation to the use of 
these advanced weapons. 

Probably our greatest weakness in Europe is our air defense. Mod- 
ern air defense requires a complex detection and communications 
system to provide early warning plus an effective combination of 
guns, guided missiles, and interceptor planes. It is complicated by 
the growing speeds and capabilities of jet aircraft. Because NATO 
is a defensive organization and because of the speed and destructive 
capability of modern aircraft, a surprise air attack by the Soviets 
could do serious damage. Developing our ability to defend against 
such attack is of urgent importance. While earlier military planning 
and earlier mutual security programs took account of air defense 
needs, only a start in the solution of this problem has been made to 
date. For example, MDAP has already provided a considerable 
amount of early warning radar equipment, and programs of member 
nations have provided still more. However, the NATO early warning 
System is not yet good enough. This and other elements of an air 
defense system demand improvement. 
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The United States has made major advances in the development of 
an air defense system. From the experience and the weapons ayail- 
able to the United States, a vital contribution could be made toward 
helping NATO achieve an effective air defense in Europe. The legis. 
lation you are considering gives welcome recognition to this. The air 
defense items which this year’s program can provide would not only 
constitute an important advance toward protecting against Soviet air 
attack but would be at the same time a convincing and encouraging 
demonstration of our willingness to improve the military effectiveness 
of the NATO alliance. Also, it should be borne in mind that an effee- 
tive air-defense system in Europe makes a significant contribution to 
the air defense of North America. 

There are other fields in which the addition of advanced weapons 
and equipment would greatly improve our capacity to defend Europe 
We have made a study at our SHAPE Headquarters which shows that, 
with a relatively small number of new weapons, we can add materially 
to the NATO ability to defend along the entire 4,000-mile front from 
the northern tip of Norway to the eastern border of Turkey. If we 
are even to make this small effort, the European members of NATO 
must look to the United States for assistance. The program you are 
considering recognizes this conclusion. 

We at SHAPE have watched with great interest the reequipping 
programs of the forces of the Soviet bloc, and I can tell you that they 
have made considerable progress in the integration of new weapons 
into their military concepts. Unless the military forces of NATO 
have new weapons, we could well find ourselves compounding our 
numerical inferiority with a qualitative inferiority. The proposed 
program is a constructive step to avoid just such a situation. 

I am confident that, if our Congress finds it possible to make these 
advanced weapons available to our allies, it will give a tremendous 
psychological boost to all of NATO. They would supplement in an 
effective manner the strength which has been created, and which must 
continue to be maintained. 

I have been associated intimately with NATO ever since the treaty 
was signed almost 7 years ago. I have observed how the mutual 
security programs have contributed to the tremendous progress which 
the alliance has already made. I have been very proud of the action 
which the Congress has taken in its statesmanlike approach to this 
vital problem. It would be nothing short of a catastrophe if we should 
begin to falter now, just as our efforts are beginning to pay dividends 

Although we have made tremendous progress—and especially so in 
the 5 years since General Eisenhower came to Paris—I feel that the 
problems of the next 5 years will be even more difficult to solve. This 
difficulty stems, paradoxically, from the very progress we have made. 
It has caused a certain change in the Soviet tactics, and that, in turn, 
tends to cause a relaxation on our part. 

The Soviet leaders see very clearly that they can create problems 
for us by reducing tensions. Their soothing efforts naturally appeal to 
our democracies, who genuinely want peace. It is becoming increas- 
ingly difficult to have the NATO populations realize that, in spite of 
the good-will trips which take place from time to time, the military 
potential of the Soviet bloc is increasing constantly. There 1s no 
evidence that the shifts which have taken place within the last few 
weeks reflect any basic policy change. 





MUTUAL SECURITY ACT OF 1956 119 


In summary then, NATO has grown until it has become in itself a 
major deterrent to Soviet adventure in Europe. It has not, however, 
vet grown strong enough for us to be certain of resisting successfully 
an all-out act of aggression there. Although the Soviets would lose 
a war—should they start one now—because of the West’s current 
superiority in long-range airpower, a danger will continue to exist in 
Europe until the strength of our shield has been reinforced. This will 
come about through continuing improvement in the effectiveness of 
present forces, and by the addition of the German contribution. 
Until our European allies have greater assurance that they will not 
be overrun, there will remain a basis for great fear among them, and 
this fear the Soviets will try to exploit with all their skill. The aid 
program which you are considering will do much to thwart that 
danger. 

Whether we like it or not, a tremendously heavy responsibility has 
fallen upon the United States. Our good partnership actions in the 
alliance will continue to affect vitally the defense of our western 
civilization with its dedication to religion and the resulting concept 
of the dignity of the individual, which is such an essential part of the 
freedom which we cherish. If we can continue to furnish dynamic 
leadership—if NATO retains its unity—I am absolutely certain that 
we shall prevent a third world war from taking place, and also that we 
shall more than hold our own in the cold war struggle which is still 
in progress. 

Mr. Chairman, it is my purpose to go over the military situation 
in NATO because that is the background against which a substantial 
part of this proposed program will be considered. I want to start 
by saying that I appear in support of this program. There are certain 
areas of it that are not within my field of responsibility, and in that 
sense I am not able to talk about them. I do feel that the importance 
of the NATO area to the whole free world is very, very great, and 
the mutual security program is very important to NATO. Although 
I will actually be talking primarily about the NATO area, I do not 
want to give the impression that I think this is the only area that has 
to be considered. 

My job is to defend the area of NATO Europe. When I was before 
you last June, we discussed Soviet capabilities at some length. For 
this reason I am not going to discuss them in any detail this morning. 

[ would like to start off by showing you our strategic concept. We 
are trying to create an air-ground shield to protect the NATO area. 

(Security deletion.) 

General GrRuENTHER. This chart shows NATO and national air- 
fields. 

The NATO airfields are those that have been paid for by NATO 
common financing. 

The NATO countries have each made a contribution to pay for 
these airfields and they belong to NATO. 

In addition there are national airfields. In England, for example, 
the British have paid for their own fields, and there was no NATO 
contribution made for them. 

(Security deletion.) 

General GRuenTHER. So, there are a number of national airfields 
that individual nations have built and paid for that are also shown in 
this airfield complex. 
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Mr. Vorys. Is that infrastructure? 

General GruentHeEeR. The NATO airfields are infrastructure, \{; 
Vorys. We feel that they represent a very significant degree of 
progress. 

When General Eisenhower came to Europe, there were only 2% 
NATO airfields. He saw immediately that NATO needed more air- 
fields, and everyone agreed, but the problem was how does an alliance 
go head to build something that costs as much as a number of 
airfields? Where do you get the money and how do you decide what 
proportion each nation will pay? There was no formula to give us 
the answer. 

One NATO country has an average income of $175 per person per 
year. By the same method of figuring the average income in the 
United States is $2,100 per person per year. Should the basis of 
contribution be 175 to 2,100? Obviously, a family in the poorer 
country doesn’t have much surplus to give toward any NATO airfield. 
It was a very difficult problem, and it took well over a year to get a 
cost-sharing agreement for these airfields. The important point is 
that we have the fields now. It was a very frustrating period. 

Mr. Morano. I see a white spot in Morocco. 

General GruenTHER. That isin Algeria. That isa NATO airfield, 
paid for by NATO funds. You understand, that this northern part 
of Algeria is constitutionally a part of metropolitan France, and is 
included in the NATO area. That is the reason we show it in green. 
Other areas in North Africa are not in NATO. 

All of the NATO fields have 8,000-foot runways of heavy concrete, 
and they can take jet planes. Just getting the land represents a big 
problem for the nations. We don’t put airfields on wasteland. We 
don’t put them in hills and mountains. They must be built on level 
ground, ground that is usually good for farming, ground that someone 
owns. It has been a tremendous problem. 

(Security deletion.) 

General Gruentuer. This particular airfield is on some of the 
richest potato land in the world. It happens to be in Germany. 
The Germans said, ‘Why don’t you put it over there, over there?” 
Every place was a hill. If it wasn’t a hill, there would be a hill at the 
end of the runway. We worked well over 2 years before we got the 
land for that airfield. We adjusted it a little bit, but it is still good 
potato land and the people who were moved out didn’t like it at all. 

I mentioned that to show how a simple military problem became 4 
complex economic-social problem because we wanted to put an alr- 
field on this rich farmland. Some of this land has been in the hands 
of the same families for 200 years. It is not a question of going out 
and finding a piece of new land. There just is no new land suitable 
for airfields that is not already in use. 

Mr. Merrow. How many fields are there there? 

General GruentHeER. There are about 130 NATO airfields and more 
than 100 national airfields. We have more NATO airfields that have 
been funded and are in the process of being constructed. In another 
year we will have approximately 160 NATO airfields. 

(Security deletion.) : 

Mr. Jackson. Unquestionably, in the event of hostilities, the com- 
plex of civilian fields, there would be a great number of those, [ assume: 
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General GRUENTHER. We have shown on this chart most of the 
ysable national airfields. We are not actually using all of them now. 
There are some other civilian fields that are not shown on here. 

(Security deletion. ) 

Mr. LeCompte. I understand in the event of attack all of those 
fields would be equally available to us, whether designated as white or 
yellow? 

" (Security deletion.) 

Mrs. Keviy. I know Spain is not in NATO. You have United 
States bases there. Have you anything similar or anything like it 
in Yugoslavia? 

General GRUENTHER. No. There are no NATO or purely United 
States bases there. 

Mrs. Botton. I assume the Russians do not have any either? 

General GRUENTHER. In Yugoslavia, no. 

Our strategic concept is based on the assumption that we will not 
match the Soviets in so-called conventional forces. Therefore, we 
must have what we call an integrated atomic capability. That means 
that we must use atomic weapons and we must center our strategy 
about these weapons. 

(Security deletion.) 

General GRUENTHER. The Soviets are doing their best now to (a) 
scare our allies and (6) push a ‘“‘ban the atomic bomb” propaganda 
campaign. This campaign hit a new high 2 days ago in London at 
the disarmament conference. 

If we ban the atomic bomb without an adequate inspection system, 
and without disarmament across the board, we are in trouble because 
we just cannot match the Soviets’ conventional forces. 

For this reason we are committed, as far as logic is concerned, as far 
as military potential is concerned, to using the atomic bomb. 

(Security deletion.) 

Mr. Vorys. Before you move that chart, the United Kingdom 
bomber command, does that mean an American bomber command? 

General GRUENTHER. That is British. Here is the status now. 
The British began building a series of bombers called the V-bombers— 
Victor, Vulean, and I forget the third V. 

Mr. Vorys. Maybe that stands for ‘‘Vorys’’. 

(Security deletion.) 

General GRuENTHER. They will be in a United Kingdom bomber 
force just like our United States planes are in a United States strategic 
air force. They will be used, generally — 

(Security deletion.) 

Mr. Morano. That brings up the question of radar. 

General GrueNnTHER. That is the subject I am getting to now, 
this question of air defense. 

(Security deletion.) 

Chairman Ricnarps. Lets go on with these charts and then we will 
ask questions later. Of course, this resolves itself ultimately to the 
question of survival. 

General Gruentuer. This survival problem is closely related to 
some of the parts of this year’s aid program. This chart shows some 
limes that we think are important. With present-day aircraft it takes 
these times to fly from here to here, 63 minutes; from here to here, 
‘( minutes; from here to here, 96 minutes; and so forth. 

75009—56——_9 
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The United States has an air defense system, but most United 
States warnings are in terms of hours—3 hours, 4 hours, 6 hours— 
depending on the enemy’s route. For Europe the warning would be 
limited to minutes. Right here, for example, is a Soviet air base 
Here is a city and the time of flight is 24 minutes, which presents , 
problem. People in that city ask: ‘‘When your defense system js 
working, can you protect us?’ We say that we can’t guarantee to 
protect you. But we say that that city and Pittsburgh and Chicago 
are inextricably interwoven into the area we will defend and tha: 
what we are trying to do is to prevent a war from taking place. 

Mr. Jupp. Wouldn’t the Communists be dumb to attack that city 
in Europe by itself, because they know they would have a counter- 
attack from the United States on Russia itself. They would be 
more likly to attack first Chicago, Omaha, and so forth. 

General GruentuHeER. I think they would be very foolish to attack 
us at all. 

(Security deletion.) 

General GruenTHER. We are working with 450 million people, and 
that is one of the reasons why I feel that the psychological aspects of 
the phase we are moving into now are so important. The Soviets 
are much more clever now than they have ever been before, particu- 
larly with problems such as this one. What they are trying to do is 
bipolarize this contest into one between the Reds and the United 
States, trying to say to our allies, “Why do you want to get mixed up 
in this. We have nothing against you.” 

We must be able to counter this propaganda if we expect to have a 
strong alliance. We have to keep our allies strong and this must 
include improving their capability to defend against air attack. 

(Security deletion). 

General GruentHEeR. When General Eisenhower came to SHAPE 
in January 1951, there were two things that were reserved to the 
nations. One was logistic support, because the parliaments did not 
want military men saying, “You take those supplies and give them to 
country A or B.” The parliaments all wanted their supplies to go to 
their own forces because they had to vote the money to pay for these 
supplies. The second thing that they reserved to themselves was air 
defense. They said that air defense would have to remain a national 
responsibility. We accepted, at that time, that air defense would be 
a national responsibility. We have recently presented the air defense 
issue to the NATO Council. There is agreement in the Council now 
that air defense has to be coordinated by a central authority. 

(Security deletion.) 

General Gruentuer. In air defense, the first need is for an inte- 
grated early warning system. Then we need planes and guided 
missiles, because just getting the word that the enemy plane is coming 
is only the first step. You have to do something about knocking 1t 
down. 

(Security deletion.) 

Mr. Morano. The enemy doesn’t have to have such a good radar 
system because the theory is we are not going to attack and they are: 

General Gruentuer. Yes, but he is actually developing ® very 
good radar system. If he attacks and we counterattack, he has to 
be able to see us coming. So, his air problem is just as big as Ours. 

Mr. Morano. After he attacks? 
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General GruENTHER. Yes, he is putting great effort into his own 
air defense now. In NATO, our problem, as I see it, divides itself 
into two elements: We must have enough strength to prevent the 
overrunning of Europe. We also must be able to knock out the 
enemy if he attacks. Those are two different missions. 

(Security deletion.) 

(jeENERAL GRUENTHER. Right now we do not have enough power 
on the ground and in the air in Europe to say that the Soviets cannot 
overrun us if they make an ail-out attack. But we will have enough 
strength after we get a German contribution, and provided we can 
get an increased new-weapons capability. We do have the power, as 
of today, to knock him out if he should start a war. He would lose 
it now. 

Why do I say that? I say that because as of today, the 22d of 
March, we have an overwhelming advantage in offensive airpower, 
and right now the offense is ahead of the defense. Ev en though 
Soviet early warning systems may give him some warning he can’t 
stop our planes. It takes a very sophisticated system to direct a 
defending plane on an attacking plane. So, although we have a cer- 
tain w eakness, in that we might not today, prevent the overrunning 
of certain parts of Europe, the Soviets also have a weakness in that 
they cannot prevent an air attack from hitting their cities and fac- 
tories. 

(Security deletion.) 

Mr. Cuatnam. Undoubtedly, sir, if they were going to attack 
here and they have the planes, the planes that are going to attack 
America, the planes that will be well on the way to America, will 
this communication system here catch them; can they go north? 

General GRUENTHER. Yes, sir, they can. We consider that the 
problem of air defense is global. ‘Thus, the air defense in the United 
States makes a big contribution to Europe. The air defense of Europe 
makes a big contribution to the defense of North America. This 
chart shows what I mean. These blue lines here are early warning 
lines. It means that anytime a plane passes there, it will be detected. 

(Security deletion.) 

General GruentuHER. After getting the warning we have to knock 
down the enemy planes. This requires both interceptor planes and 
guided missiles. With the short warning times and the speed of 
modern bombers we feel we are going to need a combination radar, 
surface to air guided missiles, and interceptor aircraft for air defense. 

So, one part of the program that you gentlemen are going to be 
interested in, it was also referred to prominently in the President’s 
message, is that part pertaining to advanced weapons. 

My purpose here has been to show you how we are trying to solve 
our problems. In doing this I have referred this morning mainly to 
the air defense problem. 

(Security deletion.) 

Chairman Ricnarps. Off the record. 

(Discussion off the record.) 

Chairman Ricwarps. We will continue the hearings on Tuesday. 

(Whereupon, at 12:53 p. m., the hearing adjourned.) 
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TUESDAY, MARCH 27, 1956 


House OF REPRESENTATIVES, 
CoMMITTEE ON ForeIGN AFFAIRS, 
Washington, D. C. 

The committee met, pursuant to call, in room G—3, United States 
Capitol, at 10:45 a. m., Hon. James P. Richards (chairman) presiding. 

Chairman Ricuarps. The committee will come to order, please. 

We will proceed with the hearings on the Mutual Security Act of 
1956. This morning, as you know, we have a team appearance here 
on the part of the witnesses. 

We asked Mr. C. Burke Elbrick, Deputy Assistant Secretary for 
European Affairs, Department of State, Mr. Stuart H. Van Dyke, 
Director, Office of European Operations, International Cooperation 
Administration, and Mr. E. Perkins McGuire, Deputy Assistant 
Secretary for International Security Affairs, Department of Defense 
to be here this morning. 

This is open session, Mr. Elbrick. I assume that all of you will 
want to answer questions, each one in his individual sphere; is that 
right? 

Mr. Evsricx. That is right. 

Chairman Ricuarps. Of course, if matters come up that you think 
should be in executive session, don’t hesitate to say so and we will 
go into it later on. 

We will first hear Mr. Elbrick. 


STATEMENT OF C. BURKE ELBRICK, DEPUTY ASSISTANTJSEC- 
RETARY FOR EUROPEAN AFFAIRS, DEPARTMENT OF STATE 


Mr. Exsricx. Mr. Chairman, I have a statement which, with your 
permission, I would like to have entered in the record. 

Chairman Ricuarps. Without objection, the statement will be 
entered at this point in the record. 
Do you wish to read your statement or do you wish to summarize 
it? You may do as you wish. 

Mr. Exsrick. If I could give you a brief summary of the statement 
that may suffice. 

Chairman Ricuarps. That will be fine. The entire statement will 
be placed in the record. 

(The statement referred to is as follows:) 
é Acting Secretary Hoover has already discussed with you the concepts underlying 
ee mutual security program as a whole. My purpose today is to discuss in some- 
W - more detail the aspects of the program that relate to the European area. 
E ith relatively minor exceptions, the proposed mutual security program in 
ae is devoted entirely to military defense. More specifically, it is primarily 
esigned to maintain and strengthen the defensive power of the North Atlantic 
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Treaty Organization. Apart from a minor technical exchange program, no 
economic aid, defense support, or other economic-type assistance is being proposed 
for any of the NATO countries covered by the European section of this legislation. 
Economic-type assistance is requested only for two non-NATO countries—Spain 
and Yugoslavia—which face unusual economic difficulties in connection with 
their defense efforts. A moderate sum is also requested to meet special cireum- 
stances connected with the maintenance of our vital position in West Berlin. 

This program is being put forward at a time when the contest between the 
Communist bloc and the free world has entered a new phase. Mr. Hoover has 
already described the rather striking shift in Soviet strategy and tactics, which 
seems to involve a deemphasis of military techniques of aggression in favor of a 
stepped-up campaign to spread Communist power and influence by nonmilitary 
means. This change in tactics will have significant implications for our policies 
throughout the world. Free nations will be required to give greater attention to 
erecting and maintaining adequate political, economic and psychological defenses 
against communism, and to preserving the unity which the Soviet bloc is trying 
so hard to shatter. A large part of the mutual security program now proposed, as 
Mr. Hoover has pointed out, is designed to assist friendly nations of Asia, Africa, 
and South America in economic development. At the same time, we should not 
make the fatal error of assuming that we can now ignore the military potentialities 
of the Soviet bloc. The Soviet military threat is still with us, and is likely to 
remain with us for a long time. 

If we are correct in the supposition that the Soviet rulers have indeed become 
more reluctant to assume the suicidal risks of modern warfare, we have every 
reason to be pleased. American interests will be served by doing whatever we 
can to make sure that Soviet thinking continues along these lines. While we 
have po present grounds for believing that basic Soviet objectives have altered, 
nor for assuming that the struggle to check Communist political, economic, and 
psychological penetration is likely to be short or easy, I think we all agree that 
this kind of struggle is infinitely preferable to all-out military hostilities. Since 
the change in Soviet tactics has largely been induced by the growing strength and 
unity achieved under our collective security policies, it is imperative that these 
policies be continued without any modification of purpose or relaxation cf effort. 

However charming may be the smiles that adorn the faces of Soviet diplomats, 
however melodious may be the siren songs of Communist propaganda, and 
however tempting may be the economic bait which they are holding out to some 
of the less developed nations, we cannot ignore the hard fact that the Soviet 
Union and its satellites are maintaining enormous military capabilities. They 
have an overwhelming superiority in military manpower, and they are making 
apid strides in developing their potential for nuclear warfare. They are also 
making other ominous technological advances. All told, they possess the capacity 
to launch a dangerous military attack at any time, either general or local. We 
have no assurance whatever that they will indefinitely refrain from military 
adventures, particularly if military weaknesses in neighboring nations should 
appear to offer them attractive opportunities for cheap conquests. So long as 
the Soviet rulers retain and increase their capacity for military aggression, we 
cannot afford to base United States policies on their announced intentions. We 
sannot gamble our very survival upon the mysterious mental processes of the 
men in the Kremlin. 

Every Member of the Congress is already familiar with the size and cost of 
the National Defense Establishment which the United States is maintaining for 
the purpose of deterring aggression. But we recognized long ago that the pres- 
ervation of security and peace is not a task for the United States alone. It is 
neither possible nor desirable that the burdens of free-world defense should be 
borne exclusively by the American soldier and American taxpayer. Therefore, 
it has been a major objective of our foreign policy to supplement and reinforce 
American defensive power by securing the cooperation of other free nations who 
share our determination to preserve peace and freedom and who are willing and 
able to contribute to the attainment of this objective. In brief, we have recog- 
nized that the only real security available to ourselves or to anyone else is col 
lective security. 

The free nations of Europe represent a most important source of support. 
The peoples of these nations are skilled in modern technology and are capable of 
developing and using modern weapons. They possess substantial industrial 
and economic resources. Because of their geographic position they are in 4 
position to provide bases strategically situated for deterring or countering ® 
Soviet attack. Most important of all, in my opinion, is the fact that these 
nations share our belief in freedom, our cultural and moral traditions, and our 
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determination to make all reasonable sacrifices to assure peace. We have there- 
fore joined together with 14 nations in a common defense system, the North 
Atlantic Treaty Organization. Through this alliance, we are seeking to achieve 
an efficient combination and utilization of our individual resources in a manner 
that will increase the security of all. 

I have vo hesitation in saying that NATO has been a highly successful under- 
taking. Within a relatively short period of time, the potential European con- 
tribution to international peace and security has been translated into actuality. 
We have faced many complex problems and difficulties, of course, and have many 
problems still shead of us. When we look et the NATO program in the per- 
spective of the past 7 years, however, we can see that remarkable progress has 
been made. This progress is reflected not orly in the number of men under arms, 
the availability of weapons and equipment, the establishment of bases, the im- 
provement of organization, training, and deployment, and similar advances of a 
strictly militery nature, but also in the growth of general political cohesion. It 
is also noteworthy that the NATO defense buildup has been accomplished without 
producing an intolerable economic strain op any of the member governments. 
In fact, it has been accomplished during a period when the overall European 
economie position has been steadily improving. 

On balance, 1955 has been a good year for NATO. Despite political difficulties 
encountered by certain governments and occasional disagreement among members 
of the allia: ce, the basic military operations of NATO have moved forward 
smoothly. These operations receive few headlines, since they are rarely spec- 
tacular. Once the major political and strategic decisions have beer made, the 
day-to-day job of building, maintaining, and improving western defenses has 
tended to become more routine and less exciting. But this job has lost nore of 
its importance, and it is being done. 

Probably the most notable event of 1955 was the final ratification of the Paris 
agreements, which restored sovereignty to the German Federal Republic and 
brought this great nation into the NATO family. The same agreements estab- 
lished the Western European Union, closely linked to NATO, to exercise special 
armament controls among the seven member countries. The significance of this 
achievement goes beyond the addition to NATO of Germany’s sizable military 
potential. Equally important was the fact that the Paris agreements afford a 
new foundation for friendly and cooperative relations between France and Ger- 
many, which should do a great deal to consolidate the unity of the Atlantic com- 
munity as a whole. It is not a coincidence that the radical transformation of 
Soviet tactics which paved the way for the two Geneva Conferences began con- 
currently with the ratification of the Paris agreements, thus affording a striking 
demonstration of the validity of our policies. 

There have been other gratifying developments in the European area during 
1955, some of which are only indirectly connected with the NATO program, but 
all of which are intimately related to our overall policies of building strength and 
unity. One of the most important was the signing of the Austrian Treaty, 
after 8 years of wearisome negotiations with the Soviet Government. This 
treaty not only restored Austrian independence, but had added significance as 
the first concrete indication of a change in Soviet tactics. It marked the first 
time since World War II that Soviet troops have taken a backward step. 

Special attention is also being given to the political ties that bind the Atlantic 
allies. There were five NATO ministerial meetings during 1955, the largest 
number ever held in any one year. Three of these meetings were devoted pri- 
marily to general political consultations—to a broad exchange of views on inter- 
national problems and individual attitudes toward these problems. I believe 
the consultations held before the two Geneva Conferences, in particular, contrib- 
uted materially to the solidity of the Western governments in dealing with the 
issues considered at these conferences. 

It is no secret that the Soviet bloc is engaged in a major effort to divide and 
destroy the Atlantic alliance. The dissolution of NATO stands high on the Com- 
munist list of objectives, as demonstrated by their words and actions in nearly 
all recent international negotiations, including the Summit Conference. They 
are using every available means to stir up old rivalries, and to magnify and ex- 
— the minor differences that inevitably arise even among the closest allies. 

hey are also seeking to delude members of the alliance into a relaxation of their 


defense efforts, both military and nonmilitary, and to persuade them that neu- 
trality offers a cheaper and more comfortable course than continued adherence 
to the Atlantic system. 
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It would be an excess of optimism to assume that these Communist maneuvers 
have no prospect of achieving results. There are differences among allies. There 
are pressures in Allied countries, as in every democratic country, to relieve the 
taxpayers of some of the burders of defense. There is a certain amount of 
neutralist sentiment in Western Europe. To some extent, all these things lend 
themselves to Communist exploitation. But in terms of the policies and actions 
of Allied Governments, it is noteworthy that the Soviet campaign of division and 
enticement has not yet produced any significant impact upon the solidarity of the 
Atlantic alliance. Not only did the three Western Governments at Geneva 
maintain unshakable harmony on fundamental issues, but their general viewpoint 
was also supported by the other Atlantic partners. Nor have the new Soviet 
tactics yet caused any noticeable relaxation in Allied defense efforts. The com- 
bined defense expenditures, for example, of the European NATO countries are 
expected to remain at approximately the same levels next year as this year. 

One very hopeful development in Europe is the revival of the movement toward 
political and economic integration among the European nations themselves. The 
Congress is already familiar with the successful establishment of supranational 
authority over the production and marketing of coal and steel. The movement 
received something of a setback when the plan for a European Defense Com- 
munity failed to receive parliamentery approval, but is now showing new signs 
of life. Several eminent European statesmen are currently working on proposals 
for a multinational pooling of atomic power and also for further steps toward 
a broad common market. As you can understand, we are watching these efforts 
with the greatest interest and sympethy. There can be no doubt that the achieve- 
ment of a closely integrated European community would tend to consolidate and 
strengthen the Atlantic alliance as a whole. 

As Secretary Dulles has pointed out on more than one occasion, the most sig- 
nificant thing abovt the Atlantic alliance is not so much what has happened as 
what has not happened. Before NATO began we were harassed by a long series 
of crises in Europe, such as the Communist war in Greece, the Berlin blockade, 
the Czechoslovak coup, military threats against Norway and Turkey, and so 
forth. since NATO came into being there have been no militery hostilities of 
any kind in the European area and the Communists have not gained a single 
inch of additional territory. I think this speaks for itself. 

In reciting the progress made through NATO, it is not my purpose to imply 
that all our difficulties have suddenly vanished. We will continue to face a great 
many problems. NATO is not the kind of operation that we can ever expect to 
wrap up and forget about. It requires constant attention and constant effort 
by all members of the alliance, including ourselves. 

The mutual security program proposed for fiscal year 1957 is directed toward 
two of NATO’s most pressing and most continuous problems—the maintenance 
and the progressive modernization of its military defenses. Even the best mili- 
tary system cannot stand still. Weapons and equipment wear out or become 
obsolete, and military plans require constant revision. These problems have 
always existed, but they have been greatly magnified by the incredible sweep of 
modern technology. While our information about the rate of Soviet scientific 
and technical advancement is not as precise as we would like, we know enough 
to be certain that the continued value of free world defense forces will depend 
largely upon our collective ability to maintain up-to-date equipment and facili- 
ties, to replace wornout or obsolete items and to keep pace with the furious 
advances of science and technology. 

Another current defense problem receiving NATO attention, of course, is the 
buildup of German military contingents. Since this buildup is beginning from 
scratch, many different things have to be done, ranging from the enactment of 
basic legislation to the actual recruitment, organization, equipment, and training 
of military forces. This process will necessarily be gradual, but steady progress 
is being made. The mutual security program recommended for fiscal year 195/ 
contains no additional funds for the German buildup, since the currently planned 
United States contribution to this program has already been obligated from 
previous appropriations. , 

The military problems I have mentioned are now receiving intensive attention 
by NATO military planners. The Defense Ministers of ell member countries, 
including Secretary of Defense Wilson, held a meeting in October to consider 
some of these problems, and a subsequent meeting of senior military authorities 
and the NATO commanders was completed in Paris around March 1. The 
central problem upon which both these meetings focused is the adaptation of 
the NATO defense system to the ever-changing requirements and techniques of 
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modern warfare. This problem is gravely complicated by the limited financial 
resources available. While it is clear to all that this adaptation is essentially 
revolutionary and that no sudden and drastic displacement of either plans or 
machinery is in prospect, it is necessary that the process move forward with 
minimum delay. 

Most of the funds requested for NATO during fiscal yeer 1957 fall under the 

heading of maintenarce. They will be used to service, repair and replace facilities 
and equipment already produced and to pre vide training in the use of such 
equipment and facilities. Scme of the funds, in addition, are designed to make 
more modern weapons and equipment available to our allies, with particular 
emphasis on the improvement of European air defenses and early warning 
systems. 
“There are approximately $525 million in this program set aside for advanced 
weapons, of which $195 million have already been planned for allocation to Europe. 
The value to the Europeans, both in military and psychological terms, of acquiring 
guided missiles and more advanced types of aircraft and electronic equipment 
-annot be overestimated. Furthermore, it is to our own benefit that we make 
these more modern weapons available as a means of ensuring that American 
troops in Europe will have at their side well-equipped forces equally able to 
mount an effective defense. 

There is no question but that the Europeans have become increasingly concerned 
about the rapid changes in the technology of modern warfare and their limited 
ability to keep pace with the newer developments. Apart from the British and to 
a lesser extent the French, our European allies do not have the resources neces- 
sary to devote to the large-scale research and development of new weapons. 
Consequently, most European countries are looking primarily to the United States 
to help them keep pace with the growing capabilities of the Soviet bloc forces. 
By sharing the newer weapons as they are developed and produced, we can 
make it possible for them to participate more effectively in the defense of Western 
Europe and thus to strengthen the deterrent power of the alliance. 

Officials of the Department of Defense will be prepared to give you more de- 
tailed information about the projected use of these funds and the military purposes 
to be served. I will confine myself to a few general observations. First, I think 
it is obvious that the NATO alliance, one of the mainstays of our security, can be 
preserved over a long period of time only if our European partners remain con- 
vinced that it offers them real protection and that their own contributions to the 
common defense serve a useful purpose. This conviction, in turn, will depend 
upon a reasonable assurance that their defense efforts will actually be meaningful 
within the context of modern instruments and techniques of warfare. Our 
allies already know that there are certain key items that they cannot produce for 
themselves and cannot readily accumulate the dollars to buy. Unless they are 
able to secure, maintain, and replace these things, they will feel that a large part 
of what they are able to do for themselves would be wasted effort. 

I want to emphasize the fact that the things our allies are doing for themselves 
add up to a very substantial total. Two years ago, Secretary Dulles pointed out 
that our European allies were spending for defense purposes the equivalent of $3 
from their own budgets for every dollar’s worth of aid received from the United 
States. A recent analysis by my staff indicates that these countries are now spend- 
ing the equivalent of $6 of their own money for each dollar of United States aid 
received. Their total defense expenditures last year came to more than $12 
billion, which is an altogether creditable showing for a group of nations whose 
combined gross national incomes add up to less than one-half of the United States 
national income. These expenditures, together with the men they have placed 
under arms, the output of their factories and laboratories and the bases they have 
provided, add substantially to the security of the United States as well as the 
security of Europe. It seems to me a matter of ordinary commonsense—a sound 
business proposition, if you will—for the United States to continue providing 
certain weapons, equipment, and training which will multiply the effectiveness of 
these European efforts and produce more total defense than would otherwise be 
available, 

This is the fundamental justification for the whole program. Without the 
program of the character and magnitude being requested, some of these countries 
would undoubtedly feel that they just couldn’t accomplish enough to make their 
efforts and sacrifices worthwhile. Some would lack many key items of equipment 
and would face insuperable difficulties in trying to build balanced forces capable 
of effective action under modern conditions of warfare. The real defensive 
power produced by their own commitments of money and manpower would be 
greatly reduced, and there would be almost irresistible temptation to reduce 





130 MUTUAL SECURITY ACT OF 1956 


these commitments. The final result would be a drastic weakening of the whole 
Atlantic system. In terms of the total defensive power available to America 
and the free world, we would clearly lose more than we would save by not having 
this military assistance program being requested. 

Please understand that I am not making gloomy predictions. On the contrary. 
I believe the general outlook in Europe is fairly bright. I only want to emphasize 
the fact that NATO represents a tremendous asset for the security of the entire 
free world, including our own country. We have already made a large investment 
in protecting and increasing the value of this asset. The program now being 
presented to you is designed to make certain that neither the investment nor the 
asset itself is lost. 

I mentioned earlier that a moderate portion of the assistance proposed for the 
European area in fiscal year 1957 is designed to provide economic-type support 
to certain non-NATO areas. The largest amount is proposed for support of the 
Spanish defense program. Spain’s defense efforts are closely related to the 
United States-Spanish agreements for the construction and joint use of a series 
of important strategic air and naval bases. Therefore, we have a considerable 
interest in the effectiveness of these efforts. We also recognize that Spain, which 
did not participate in the Marshall plan nor the early MDAP programs, faces 
unusual economic difficulties in carrying out its defense plans. 

A smaller amount is proposed to support Yugoslav defense efforts. While 
Yugoslavia is not allied with the United States, we have a definite interest in 
Yugoslavia’s ability to maintain the independent position which it has achieved 
with great risk and sacrifice. Yugoslavia is the only country that has success- 
fully broken away from the Soviet camp. The measure of this success is best 
illustrated by the fervent campaign which the Soviet rulers are now waging to 
entice Yugoslavia back into the Soviet spider’s web. But the Yugoslavs know 
from experience what this means, and their nation stands today as a vivid re- 
minder to the satellite areas that it is still possible for enslaved peoples to regain 
national existence. Yugoslavia is already spending a larger percentage of its 
national income for defense than any other country in free Europe, and the 
moderate assistance contemplated in this program is intended to help Yugoslavia 
continue to maintain this defense program without unbearable economic strain. 

As in past years, we are also requesting special economic assistance for programs 
in West Berlin. The strategic and psychological importance of this key western 
outpost is well known, especially to those members of the Congress who have had 
an opportunity to visit the area. West Berlin will continue to face extraordinary 
economic difficulties because of its geographic position, and we are determined to 
provide all necessary support to alleviate these difficulties and assure West 
Berlin’s survival. 

In conclusion, I merely want to repeat my conviction that the European section 
of the proposed mutual security program represents a good investment in our own 
national security. It has paid off in the past, and we have every reason to antici- 
pate that it will pay handsome dividends in the future. 


Mr. Exsricx. Mr. Chairman, I think we might review briefly the 
events of the year 1955 which was, on balance, I think, a good year, 
in spite of the fact that there were occasional difficulties which caused 
our friends in the North Atlantic Alliance some embarrassment. 
But, on balance, we consider it a good year in the European area. 

To recite briefly some of the developments that occurred during 
the year, you recall that the Paris agreements were ratified and that 
a sovereign Germany entered the North Atlantic Treaty Organiza- 
tion. Thus the allied occupation of Western Germany was ended. 
This was a very important step, particularly in connection with 
Franco-German relations. 

The Austrian State Treaty was also signed during the year restoring 
Austrian independence which was a very important matter. 

Moreover, during 1955 there has been a revival of European 
initiatives with respect to certain aspects of European integration, 
a matter in which the United States Government is extremely inter- 
ested. I know the Congress is also very interested in this question, 
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as witness the provisions that have been inserted from time to time 
in this legislation by the Congress. 

These initiatives toward European integration include a study of 
the so-called EURATOM, the proposed common authority for 
atomic energy which would involve the six countries now partners in 
the Coal and Steel Community. 

Also, there have been studies looking to the establishment of a 
common market in Europe. There have been study efforts to improve 
the NATO defenses. I think you have already heard about this, 
\Mr. Chairman, from General Gruenther. 

There has been a noteworthy increase in political consultation among 
the NATO partners, the 15 members of the North Atlantic Treaty 
Organization. All in all, NATO convened 5 ministerial meetings 
during the year, 2 of the most significant occurring before the 2 
Geneva conferences. 

The European governments generally are stable. I might say that 
there has been no noticeable increase of internal Communist influence, 
though there have been some apparent increases, at least in the case 
of one country, in the number of Communist members of the legislature. 

The European economy has hit a postwar peak during the year in 
terms of production, trade, and living standards. 

The problems that confronted us during the vear, and some of 
which still confront us, are the following: There has been continued 
progress on the part of the Soviet bloc in its military buildup and 
nuclear capability, which magnifies the need for a progressive 
modernization of NATO defenses. 

There have been certain colonial difficulties, as in the case of Cyprus 
and north Africa. I think it is wise to point out that in the former 
case this involves three members of the North Atlantic Treaty 
Organization, the United Kingdom, Greece, and Turkey. 

The status of the Saar as yet has not been resolved although progress 
has been made and is being made today. Also, while certain diffi- 
culties have been encountered in connection with the German defense 
buildup, some of which I am sure this committee is aware of, those, too, 
are being eliminated, and the basic legislation for such a German 
force has already been passed. 

There has been no loosening of the Soviet control over the satellite 

countries, and as you are aware, repeated efforts have been made to 
obtain recognition of the East German regime. 
_ The results of the French elections, which I have referred to by 
inference, are not as serious in our view as has been indicated by the 
press. Actually the Communists lost ground slightly in the popular 
vote, although it is true that the number of their representatives in 
the Assembly has increased. The tendencies of certain factions in 
Europe toward neutralism and relaxation are, of course, being very 
cleverly exploited by the Communists. 

One form which this takes is the encouragement of the formation of 
popular front governments. This has not happened, of course, but 
such activity is one of the tactics, a very important one, employed by 
the Communists. As you know, this would involve the joining of the 
Communist Party of the extreme left with the other leftist parties to 
form a so-called popular front coalition government. 

There has been a great change in Soviet tactics during the year, 
beginning, I would say, concurrently with the ratification of the Paris 
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agreements. The Geneva conferences represented an effort on the 
part of the West to test the meaning of this shift in tactics. While 
these conferences failed to produce substantive agreement on any 
issue, at least they had the value of clarifying the fact that there was 
no change in fundamental Soviet objectives, and they established as 
weil Soviet intransigence on the German problem. They also helped 
consolidate the unity of the West on key issues. 

The new Soviet tactics seem to reflect a recognition that the old 
tactics are no longer productive in the face of free-world collective- 
security policies. 

The key element in the new tactics is a shift from emphasis on 
military force and threats of violence to a greater emphasis on political, 
economic, and psychological techniques 

The intermediate objectives, we might say, are to divide and to 
weaken the free nations by fostering disagreement and strife among 
them, the enticement of free nations, especially in the Afro-Asian 
area closer to the web of Communist influence, and strengthening the 
power of Communist parties in the western nations through associa- 
tion with noncommunist labor and leftist groups. 

At the same time they are trying to foster relaxation of the western 
defense effort, and to close the gap if possible between their own 
industrial and scientific development and that of the West. 

There are two things to remember, I think, about these tactics. 
The Soviet has a great military capability and, of course, there is no 
guaranty that the U. S. S. R. would indefinitely refrain from some 
military adventure. In fact, reversion to their former tactics is very 
easy for them, if we let down our guard. 

The nonmilitary techniques of aggression, as we call them, may be 
as effective in the long run as the military techniques could be unless 
the free nations stand together to resist this form of aggression. 

There is nothing new in these Soviet tactics that reduces the need 
for the North Atlantic Treaty Organization. On the contrary, we 
feel that NATO made perhaps a decisive contribution to the situation 
which brought the Soviet to shift his tactics. In the future, the 
NATO countries can continue to make an important contribution to 
the deterrent power of the West. 

Our allies in Europe are now spending $12 billion a year on defense, 
which is a very sizable amount in terms of their overall economic 
resources. They are spending $6 for every dollar of United States 
aid they receive. They have more men under arms than the United 
States does. 

By providing the weapons and equipment needed to “fill out’’ the 
Allied forces, principally items which the Allies either can’t produce 
or can’t acquire enough dollars to buy, we can greatly enhance the 
European contribution to this deterrent, and we can achieve more 
total defensive power at less cost than if we relied on a United States 
military establishment alone. m 

NATO is a very useful instrument in dealing also with the nonmili- 
tary threat of communism. Nonmilitary cooperation within the organ- 
ization is increasing, especially, as I have said, in the case of political 
consultation. In a prolonged nonmilitary competition with commun- 
ism, the unity of purpose and action possible in the North Atlantic 
Treaty Organization greatly strengthens our position and that of our 
friends and allies. 
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The value of NATO is best illustrated by the fact that the dissolu- 
tion of NATO was the prime target of Communist leaders at Geneva. 

Thank you, Mr. Chairman. 

Chairman Ricuarps. Thank you very much, sir. Mr. Gordon. 

Mr. Gorvon. No questions. 

Chairman Ricuarps. Mr. Chiperfield. 

Mr. CureerFieLp. Mr. Chairman, I was very much impressed with 
the constructive statement of Mr. Elbrick. 

There was one statement that you made just a moment ago that I 
wish you would repeat in order to be sure that I got the figures right. 

It is in regard to the dollars that the NATO countries are spending 
compared with what we are spending, and also that there are more men 
under arms of NATO people than we have in the United States. Did 
I get that right? . 

Mr. Exsrick. That is right, sir. I said that our allies are spending 
$6 to every dollar that the United States supplies in aid. 

I might suggest, Mr. Chairman, that it was our hope that as to the 
answers to these questions we might divide responsibility among the 
three of us. I wonder whether you would like to have the ICA 
representative and Defense representative give their statements before 
we go into a question period. 

Chairman Ricuarps. What does the committee prefer? I believe 
last year we did that. 

Mr. Vorys. I would like to suggest that if we go around the table 
with each one of them, it would take a lot more time. 

Chairman Ricuarps. We will do that. We would like to hear 
next Mr. Stuart H. Van Dyke, Director, Office of European Opera- 
tions, ICA. 


STATEMENT OF STUART H. VAN DYKE, DIRECTOR, OFFICE OF 
EUROPEAN OPERATIONS, INTERNATIONAL COOPERATION AD- 
MINISTRATION 


Mr. Van Dyxe. Mr. Chairman, my prepared statement is quite 
brief. 

Chairman RicHarps. You deal with the European sector of this 
program; do you not? 

Mr. Van Dyker. My area is the European area. My statement is 
quite brief, and, with your permission, I would like to read it, and 
also insert it in the record. 

Chairman Ricuarps. Without objection, it will be placed in the 
record at this point. 

I believe it is about 3 or 4 pages. All right, sir. 

Mr. Van Dyxg. I am appearing before you today to support that 
part of the mutual security program which deals with the nonmilitar 
portion of the aid requested for Western Europe. This area controls 
almost one-third of the world’s industrial capacity and gives the free 
nations overwhelming industrial strength. Nevertheless, there re- 
main areas in Europe where local economic difficulties are of direct 
security concern to the United States. 


PROPOSED PROGRAMS FOR FISCAL YEAR 1957 


The nonmilitary part of the mutual security effort in Europe is 
composed of the defense support, joint control area, and technical 
exchange programs. 
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The total request for nonmilitary assistance in Western Europe for 
fiscal year 1957 is $90 million, of which $78.7 million is for defense sup- 
port and $12.2 million is for joint control areas. Technical exchange 
is not a separate amount, but is included in both figures. Tho 
request represents a decline of about 11 percent from the estimated 
$102 million program for Western Europe this fiscal year, and a decline 
of 55 percent from the $202 million obligated in fiscal year 1955. 
Such reductions are in line with our policy of holding nonmilitary aid 
to Western Europe to the minimum, 

While these funds will be used to provide industrial equipment and 
raw materials, technical services and the financing for United States 
surplus agricultural commodities, all of an essentially civilian nature, 
they nevertheless represent a direct investment in the security of the 
United States. In the case of each area to which assistance is being 
rendered, the absence of such assistance would have an immediate 
and undesirable effect on a carefully established security position of 
the United States, and upon the ability of the free world to maintain 
defense facilities and agreed forces. 


ASSISTANCE IN SPAIN 


The first of these security positions is in Spain, where the United 
States is building an important series of air and naval installations, 
These facilities are being developed jointly with the Spanish Govern- 
ment and will be at the disposal of the forces of both countries, In 
many cases, the United States is taking over substantial installations 
developed by the Spanish at a considerable saving to us. The day- 
to-day work on these bases is expedited by Spanish cooperation. 
The Spanish economy is still recovering from the effects of the civil 
war and World War II. Spain’s per capita income is among the 
lowest in Europe. Its agriculture, the mainstay of the Spanish 
economy, is subject to recurring droughts and freezes, which give 
Spain a precarious foreign exchange position. 

The proposed defense support program: is geared in part to support 
our military activities and in part to assist Spain in tackling its basic 
economic problems. We are requesting $45 million for Spain in 
fiscal year 1957; almost one-third will be in the form of United States 
surplus agricultural commodities and most of the balance for indus- 
trial equipment and materials. The latter are designed to aid Spain's 
civilian economy and to strengthen her transportation net, in which 
we have a direct strategic interest. As in the past, 70 percent of the 
counterpart of these funds will be placed at the disposal of the United 
States for expenditures in connection with the base program and other 
expenses, and part of the remaining 30 percent will be spent for 
Spanish projects which directly support the base program. Also 
included in the total is a small technical exchange program. 


ASSISTANCE IN YUGOSLAVIA 


The second security position with which we are concerned 1s it 
Yugoslavia. After Yugoslavia broke with the Soviet bloc in 1945, 
United States aid was extended to prevent her new independence 
from being undermined by either threat of military force or economic 
distress, The Yugoslav economy, despite improvements in the last 
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few years, continues to have some major weaknesses, including the 
inability to provide sufficient food and raw material supplies for its 
people, extremely limited gold and dollar reserves, and inadequate 
export earnings. These difficulties are aggravated by defense expendi- 
tures amounting to about 11 percent of gross national product—a high 
rate, considering Yugoslavia’s extremely low per capita income. 

To make an essential contribution to the continued political and 
economic independence of Yugoslavia, we are requesting $30 million 
in economic aid for the coming fiscal year. Of this, $20 million will 
be in the form of United States surplus commodities; most of the 
balance will be for critical road construction equipment, coal and 
technical services which would enhance Yugoslavia’s ability to main- 
tain an independent position. The program for Yugoslavia is war- 
ranted by the assistance it gives in permitting Yugoslavia to continue 
developing its economy and thus resist undue Soviet economic 
penetration and to maintain defense forces which will serve to safe- 
cuard its continued independence from the Soviet bloc. 


ASSISTANCE IN BERLIN (JOINT CONTROL AREAS) 


The third security position is Berlin, for which we are requesting 
$11.5 million. With an additional $700,000 to cover the cost of 
technical exchange in Germany and Austria (which, although sover- 
eign nations, are treated as joint control areas for historical and fiscal 
reasons), the total amount requested for joint control areas is $12.2 
million. 

West Berlin continues to be a free world outpost completely 


encircled by Soviet territory. The city is hard pressed, not only 
politically, but economically. Unemployment is still considerable 
and the rehabilitation of the West Berlin economy continues to 
require outside assistance. Even more important is the need to 
demonstrate to the people of Berlin that the United States is ready 
to give continued tangible support to the city in its struggle to 
remain free and able to support its people. 


SUPPORT OF EUROPEAN PRODUCTIVITY AGENCY 


Two and one-half million dollars of the defense support request will 
be for technical exchange. The bulk of this program will be handled 
through the European Productivity Agency, an organization designed 
to assist in stimulating further economic growth in Europe. 

The economy of the Soviet bloc continues to grow at a rate greater 
than that of Western Europe. The Western European rate of growth 
can be stepped up only through greater economic integration and 
through deep-rooted changes in the European business system, The 
program of the European Productivity Agency addresses itself to both 
these points, which are critical to the long-term security of Western 
Kurope and the United States. 

A change in section 415 of the Mutual Security Act of 1954 will be 
required to permit a grant of up to $1.5 million of funds to this Agency. 
he funds under this proposed grant would be used primarily to 
finance the dollar cost of such activities as training for improved 
management, marketing and distribution, and labor relations. The 
United States will conduct special bilateral programs with the balance 
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of the technical exchange funds in a limited number of countries 
rimarily in labor activities. In addition, these funds are programed 
or training in peaceful uses of atomic energy and for necessary field 
staff support. 

That completes my prepared statement, Mr. Chairman. 

Chairman Ricuarps. Thank you, Mr. Van Dyke. The next state- 
ment will be from Defense. Mr. E. Perkins McGuire, Deputy Assist- 
ant Secretary for International Security Affairs, Department of 
Defense. 

Do you have a statement? 


STATEMENT OF E. PERKINS McGUIRE, DEPUTY ASSISTANT SEc- 
RETARY FOR INTERNATIONAL SECURITY AFFAIRS, DEPART. 
MENT OF DEFENSE 


Mr. McGuire. I do, Mr. Chairman. I would like to read it. Mr 
Chairman, and have it put in the record. 

Chairman Ricwarps. Without objection, the statement will be 
placed in the record. 

Mr. McGuire. Mr. Chairman and members of the committee. as 
has already been pointed out, the mutual security program for fiscal 
year 1957 for Europe is primarily devoted to military assistance. 
Since Greece and Turkey, for the purposes of this program and this 
presentation, are considered in the Middle East, it is accurate to say 
that, apart from a minor technical assistance program, European 
NATO members receive only military assistance. 

Spain and Yugoslavia by reason of their peculiar problems require 
more balanced programs of military, economic and technical assist- 
ance. 

I shall address myself to the $760 million military assistance pro- 
gram. 

Despite the recognized economic recovery of Europe, there is still 
sound reason, in our own national interest, for a substantial amount 
of grant military assistance to our European NATO partners. 

The testimony of General Gruenther has reaffirmed the common 
understanding of the vital strategic importance of this area to the 
defense of the free world, and of the United States. 

In addition, the manpower, the industrial resources and the tech- 
nological skills of our European allies make that continent extremely 
valuable apart from its location. If these resources were added to the 
Soviet potential, the free world margin of industrial superiority would 
shrink alarmingly. 

With the ratification of the North Atlantic Treaty, we in the United 
States accepted the defense of Western Europe as a collective and 
partnership responsibility. This concept makes sense, for the alter- 
native then was—and still remains—a unilateral undertaking by the 
United States to protect Western Europe, since that area must be 
protected for our own security. 

We have elected and have assumed this collective responsibility 
for European military defense. Accordingly, we serve our own inter- 
est by assisting our partners to do a better job than they would other- 
wise be able to do. Our assistance in the form of equipment and 
training has made their contributions to the common dele much 
more effective. 
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In the European area, all NATO countries plus Spain and Yugo- 
slavia are eligible for military assistance. ‘The latter countries repre- 
sent special situations for many reasons including the fact that they 
are not members of NATO. 

The fiscal year 1957 military assistance program for Spain is a con- 
tinuation of the military part of the general program under which we 
obtained important base rights. 

The preservation of Yugoslav independence is of importance to the 
free world. Although this is a Communist country, it has, in deter- 
mined fashion, asserted its national independence from Soviet domina- 
tion and control. Our military assistance program there is designed 
to help Yugoslavia maintain the ability to protect its present position 
of independence of the Soviet bloc. The program here proposed 
would merely help to maintain the effectiveness of forces already sup- 
ported in part by our prior programs. 

Indeed, this is largely true, apart from advanced weapons discussed 
later, of the entire $760 million proposed for European military 
assistance. The bulk of the money will go for training and mainte- 
nance and for attrition items. As in our own services, replacing 
attrition losses with more modern weapons provides a gradual up- 
grading of combat effectiveness. 

United States military assistance in the last 6 years (1950-55) has 
been only a relatively small percentage of the defense expenditures of 
the European countries. From 1950, our military assistance to these 
countries rose to a peak in 1953 and then began to decline in volume. 

There has been steady progress in getting the NATO countries to 
take up the burden of maintaining their forces. We intend to keep 
pressing for this. ‘The expense of improving the combat effectiveness 
of these NATO forces is bound to increase as more advanced and more 
expensive weapons are added. Economic problems will thus arise 
in some countries which will affect the speed with which maintenance 
costs on equipment can be assumed. Overall, in relation to resources 
and national income of the countries concerned, these nations are 
paying a substantial share of their own defense which is an integral 
part of the defense of the whole free world, including the United States. 

It should also be recognized that dollar figures do not completely 
reflect the extent of the European contribution to defense. Generally 
speaking, pay scales and other costs of European armies are lower 
than United States standards. This tends to make European defense 
expenditures lower than would be the case in the maintenance of 
comparable United States forces. 

In view of the strategic importance of the defense of western Europe, 
the military requirements set forth in the fiscal year 1957 program are 
presented as being a reasonable contribution to the free world defense 
im this area. The proposed new program should be sufficient to pre- 
serve what we have already contributed and, with the advanced 
Weapons program, represents a large step toward improvement in the 
quality of defense in Europe. 

The most significant feature of the proposed fiscal year 1957 
military assistance program is the plan to provide advanced weapons 
for the use of our allies. Within the free world, such weapons until 
now have been a virtual monopoly of the United States. Advanced 
Weapons, as the term is here used, means weapons and communications 
systems developed in very recent years, with performance capabilities 
which have radically altered the science of warfare. 

75009—356——_10 
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One hundred and ninety-five million dollars of the funds available 
in the proposed fiscal vear 1957 program for advanced weapons js 
presently planned for allocation to NATO. This is a part of the $760 
million previously mentioned as the total military assistance program 
for Europe. The advanced weapons thus far proposed in the fiscal 
vear 1957 program for allocation to NATO countries include missiles. 
the components of an early warning system and other elements of 
highly effective air defense, as pointed out by General Gruenther. 
These are important to the defense of the vital areas of western 
Europe, which form part of the forward defense of the United States. 

The morale and determination of our allies and their support of 
collective security measures will be greatly increased by the realiza- 
tion that, in true partnership spirit, we are giving them greater 
capacity effectively to defend themselves by making available the 
most advanced means of defense. 

The advanced weapons actually included in the program will, in 
all probability, change as scientific progress takes place. Between 
now and the time next fall when contracts are placed under the fiscal 
vear 1957 program, there will be continuous review and study to make 
sure this program is the most effective one which can be devised. 

In considering the problem of European defense, we must give 
attention to the extent of the changing military capabilities of Com- 
munist forces. In Europe, we can expect Soviet forces to be fur- 
nished the most modern weapons at the disposal of the Communists. 
Accordingly, the equipment of our allies must constantly be modern- 
ized and brought up to date to meet the potential weapons with which 
thev may be confronted. 

The $195 million of advanced weapons already allocated specifically 
for NATO nations are those advanced weapons the final destination 
of which is now regarded as reasonably definite. Europe will be 
considered, as well as other areas, in the allocation of the remaining 
$330 million of advanced weapons. Because this program is a new 
one, it is preferable to keep these weapons unallocated pending careful 
study of the places where they are most likely to make the best con- 
tribution to free world defense. 

We believe that the program here presented for military assistance 
to Europe is essential to the collective defense of the free world, to 
which principle of defense we entrust in substantial measure our own 
security. The totality of the program, we are convinced, is adequate— 
but no more than adequate—to permit our European partners to 
contribute their share to the security of the free world. 

Thank you, Mr. Chairman. 

Chairman Ricuarps. I address this question to Mr. Van Dyke. 
According to your statement, economic aid for Europe is out with the 
exception of Spain, Yugoslavia a small technical assista:ce program, 
and Berlin; is that right? 

Mr. Van Dyke. That is right. The only NATO countries to which 
we are proposing aid for fiscal year 1957 are outside of what we 
consider to be the European region. 

Chairman Ricnarps. You say they are the only NATO countries, 
and that they are outside of what you consider to be the European 
area; is that right? 

Mr. Van Dyke. Yes. 
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Chairman Ricuarps. In Europe proper, which we are discussing, 

you have Spain and Berlin; is that right? 
“ Mr. Van Dyxr. Spain, Yugoslavia, and Berlin are the only 
European areas for which economic aid is being proposed for fiscal 
year 1957. This is the second year in which we have had no pro- 
posals for economic aid to the European NATO countries. ; 

Chairman Ricnarps. The economies of those countries are doing 
pretty well? ek 

\fr. Van Dyke. As a survey report of vour committee bas indi- 
cated, they are doing much better than they expected and much 
better than we expected some years ago. 

Chairman Ricwarps. Mr. Chiperfield. 

Mr. Cu1PEeRFIELD. I have no questions at this time, Mr. Chairman. 

Chairman Ricnarps. Mr. Gordon. 

Mr. Gorpvon. No questions at this time. 

Chairman Ricwarps. Mr. Vorys. 

Mr. Vorys. Mr. Chairman, I have some questions that I want to 
ask Mr. McGuire, but I guess they will have to be in executive 
session. 

I would like to ask Mr. Elbrick this question. You mentioned the 
nonmilitary functions of NATO. That happens not to be my own 
idea of the way to proceed. I have great hopes for the Council of 
Europe, the EDC, the actual European Union concept, which our 
committee has attempted to encourage, both by promises, encourage- 
ment and by warnings, if they don’t get together. How is that going? 

For instance, the Coal and Steel Community, has that expanded 
into any other fields officially yet? 

Mr. Exvsrick. No, sir, Mr. Vorys; it hasn’t expanded into any other 
fields as yet. However, I think I mentioned in my opening statement 
that there have been certain new initiatives aimed at European inte- 
gration, following the unhappy demise of the EDC, and we are rather 
encouraged, I may say, by the progress that the six European countries 
seem to be making in this field. 

They are working on a report now, as I understand it, which will 
concern itself with a common European atomic energy authority, the 
EURATOM. 

Mr. Vorys. That is in the paper stage at the present time? 

Mr. Exsprick. Yes, sir. I think it is perhaps a little more than in 
the paper stage, because there has been a great deal of consultation 
among representatives of the six countries involved, and they seem to 
have arrived at a large area of agreement on the subject. However, 
they have not presented their proposals to governments as yet. At 
the same time work is going forward on the common market aspects 
of the integration of these six countries. 

Mr. Vorys. I read in some of their literature some sort of reference 
to the bringing in of the United Kingdom into some more practical, 
realistic relationship with the Coal and Steel Community. Is any- 
thing happening on that? 

Mr. Exsricx. As I understand it, Mr. Vorys, such a relationship 
has already been established between the United Kingdom and the 
Coal and Steel Community. They are not, of course, members of 
the Coal and Steel Community, but they do have a mission to this 
community and a treaty of association with it which provides for 
close cooperation with it. 
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In the additional areas now under consideration, we are not at al] 
sure as to what the British Government expects to do. However, | 
assume that their attitude toward further integration efforts will be 
somewhat similar to that which they have taken toward the Coal and 
Steel Community, that is one of cooperation and limited association. 

Mr. Vorys. Up to the present, I guess, the only supranationa] 
organization in Europe that doesn’t depend upon a one member veto 
of some kind is the Coal and Steel Community; is that right? 

Mr. Exvsnick. That is right. 

Mr. Vorys. If I have time, Mr. Chairman, I would like to ask 
question of Mr. Van Dyke. I wondered whether there was any pro- 
vision for loans of counterpart for the efforts of cooperatives jn 
Western Europe. 

I know that program has been presented to ICA and considerable 
has been accomplished under private financing. The cooperative 
movement is, I guess, far more active in Europe. 

I wondered if you could tell me about that. 

Mr. Van Dyke. There have been no loans of counterpart made to 
cooperative organizations in the sense you are using the term. 

This proposal is currently under study in the International Coopera- 
tion Administration, that is, the proposal that we do make such loans. 
But the fact is that most of our counterpart has pretty well run out. 
There are only very limited amounts of it in certain countries. 

Mr. Vorys. You have some Public Law 480 counterpart coming in. 

Mr. Van Dyke. I was going to mention that. There has been 
consideration given to selling surplus commodities and using some of 
those sale proceeds for this particular purpose. 

But you understand that program is administered primarily by 
the Department of Agriculture rather than by ICA. 

Mr. Vorys. I know. That is all, Mr. Chairman. 

Chairman RicHarps. Mr. Burleson. 

Mr. Burueson. Mr. Chairman, I understand there has been some 
discussion in a committee of the other body about recent liberalization 
of East-West trade. Some very modest statements have been 
reported about it. 

I just wondered if our witnesses, perhaps Mr. Van Dyke, since his 
testimony is chiefly to the economic situation in Western Europe, 
would have any statement to volunteer publicly regarding the East- 
West trade controversy? 

Mr. Van Dyke. That is a broad subject. 

Mr. Burueson. Very broad. 

Mr. Van Dyke. It is somewhat outside my jurisdiction. You 
understand that within the International Cooperation Administration 
we have a Battle Act administrator, who acts on behalf of the Director 
of the ICA. These questions more properly fall within his jurisdiction 
than in my own. 

If there are particular aspects of this problem to which I can 
contribute something, I would be happy to do so. 

Mr. Burueson. | was just offering opportunity for public comment 
if you desired. 

Chairman Ricuarps. We will get into that a little later with another 
witness. Mrs. Bolton. 

Mrs. Boiron. I have no questions at this time, except—no, I wont 
even “except.”’ I won’t take the time. 
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Chairman RicHArps. Africa is not in the European area. Mr. 
Havs of the Ozarks. 

Mr. Hays of Arkansas. No questions, Mr. Chairman. Thank you. 

Chairman Ricnarps. Mr. LeCompte. 

Mr. LeCompts. Thank you, Mr. Chairman. I have no questions 
at this time. 

Chairman Ricwarps. Mr. Carnahan. 

Mr. Carnanan. Thank vou, Mr. Chairman. I have no questions 
at this time. 

Chairman Ricuarps. I will call on a lady who I think will have 
some questions to ask. Mrs. Kelly. 

Mrs. Ketiy. I have so many that I am ashamed to ask them after 
all these refusals to ask questions. 

[ would like to refer to Mr. Elbrick’s statement first. I might just 
as well say that I disagree thoroughly with his review of the year 
1955 as being good. I feel the worldwide situation has deteriorated. 

What I want to know is, Do you believe that assistance to these 
neutral nations who refuse to aline themselves with the West, doesn’t 
encourage other nations to do the same and to become neutral and 
that is why we have this rise in neutralism in Europe? 

Mr. Exvsricx. Well, Mrs. Kelly, I don’t think that is true. | 
would agree with you that there has been, as I said, a certain rise in 
neutralism in Europe. 

You have probably one country in mind particularly. 

Mrs. Ketiy. We have many. 

Mr. Eipricx. We only give aid to one—— 

Mrs. Ketuy. Greece is becoming neutral. I think Italy is. France. 

Mr. Erprick. The countries you mention are all members in good 
standing of the North Atlantic Treaty Organization. I think they 
continue to be firm supporters of NATO, just as they were at the 
beginning. Certainly there is no indication from any of the govern- 
ments of these countries that they have any intention of changing 
their course. 

The neutralism which you mention, I think, has occurred in certain 
segments of the population of these countries, but I am not yet con- 
vinced that this feeling or sentiment has had any noticeable effect on 
the attitude of the governments involved. 

Mrs. Ketiy. The increase of Communist-front representatives in 
many countries certainly is significant. It makes it certain that 
important decisions favorable to the West are not going to be decided. 
Wouldn’t that have an effect on this entire program? 

Mr. Evsrick. I am afraid I don’t understand. 

Mrs. Kutiy. There are many in France, in Italy, members of the 
Communist front, in the government. It is certainly going to have 
an effect; and has it had any effect? 

_Mr. Expricx. There aren’t any Communists in the government in 
France. I referred to an increase in Communist representation in the 
Assembly. 

Mrs. Ketiy. Where? 

Mr. Evsricx. In the National Assembly, the Chamber of Deputies, 
where the Communists picked up some 50 seats in the last elections. 
his fact was due more to the proportional representation aspects of 
the electoral system than to any increase in Communist strength or 
Communist votes. In fact, the actual percentage of Communist 
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voters in the last French elections was about 1 percent less than it had 
been before. While that is no great decrease, it is not an increase. 

I don’t feel that the Communist’s gain in seats has had any par- 
ticular influence or effect on the attitude of the government. 

Mrs. Keuuy. I will discontinue that line of questioning then. Dp 
you know if Yugoslavia has received any loans from Russia? 

Mr. Van Dyke. I might answer that, Mr. Elbrick. Yugoslavia 
has had some rather generous Russian offers of credits and Yugo- 
slavia has accepted certain of those credits. 

Mrs. Ketiy. How much; do you know? 

Mr. Van Dyke. I just asked whether or not this information was 
public. I was told that it was not, but we will try to get it declassi- 
fied and provide it for you for the record. 

(The information referred to is as follows:) 


U. 8. S. R. loans to Yugoslavia fiscal year 1956 


{In million dollar equivalents] 


| Interest | Amount | Repaym« 


| 


‘ , *ercent | 
3-year credit for purchase of goods and raw materials- 54 | Over 10-year period 


Foreign exchange and gold credit, to be used within 2 or3 years. 2 | 30 | Do. 
Investment credit, to be used as necessary for fertilizer plants, 2] 110 Do. 
mine reconstruction, expansion, etc. | 


Mrs. Ketty. When we were in England last fall, we were told 
that the English gold and dollar reserves were very bad; that, however, 
if they went through the end of the year they were sure it would 
improve. 

I noted yesterday, I don’t know whether it was Sir Lloyd or Boyle, 
spoke in Parliament, or to a group of industrial people in England, 
and discussed the situation as very bad. 

Is that situation at the present time going to have any bearing on 
England’s contribution, and what bearing will it have as far as we 
are concerned in this program? 

Mr. Van Dyke. I might take a crack at that one, too, Mr. Chairman. 

The British gold and dollar position reached a low point at the end 
of last calendar year, just slightly over $2 billion in gold and dollars. 

Since that time it has gone up slightly. So, at the present time it 
is about $24 billion. But the spring of the year is the normal period 
when United Kingdom gold reserves do increase substantially. 

The United Kingdom, as you know, has taken rather dras tic 
action to limit economic demand internally. The bank rate now is 5}: 
percent, which is the highest it has been for 25 years. 

They are hopeful, and we are hopeful, too, that these steps will 
limit demand and permit the United Kingdom to devote resources to 
investment and to defense, as they wish to do. 

You must keep your fingers crossed as to whether or not these 
measures will succeed or whether even more drastic action will have to 
be taken in the future. 

Mrs. Ketuy. There is nothing in this program where we plan to 
help them in any other fashion? 

Economically we are not going to attempt to help England in any 
fashion outside this program or by this program. 
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Mr. Van Dyker. There are no funds requested in this program, that 
is correct. 

Mrs. Ketiy. Is any country changing its military program in 
regard to enlistments, which would effect their military quota? 

Mr. McGuire. I think we can answer that in executive session 
for you, Mrs. Kelly. 

Mrs. Keuuiy. Are they cutting back on their enlistments? That 
is my plain question. 

Mr. McGutre. I think, generally speaking, the forces that we are 
supporting are about the same. 

Mrs. Ketty. The forces we are supporting are about the same 
but are the countries cutting back on their enlistments? 

Mr. McGurre. I don’t think so. I am informed that there 
might be some shortening of some enlistment periods but no basic 
cutting back in the calling up of the number of people. 

Mrs. Ketiy. France is not calling up more reserves? 

Mr. McGuire. France is calling up more. France, I am informed. 

Mrs. Ketiy. I want it both ways. 

Mr. McGurre. France is calling up more. 

Mrs. Ketity. No other country, to your knowledge, is cutting back? 

Mr. McGuire. I will check that point and see that you are given 
that answer. 

(The information requested is as follows:) 

The United Kingdom plans to increase its inductions appreciably 
in 1956. By March 31, 1958, however, the United Kingdom is 
planning a gradual reduction in overall armed strength of 100,000 
men, in order to meet increased service-pay schedules and other 
attractions without increasing overall defense expenditures for 
manpower. 

Greece, Italy, Norway, Portugal, and Spain also plan increases in 
1956 over their inductions in 1955. Moreover, Italy raised its term 
of service from 16 to 18 months during 1955. 

Of the European countries included in the MDA program, only 
Belgium, France, and the Netherlands plan to induct fewer conscripts 
in 1956 than in 1955. In the case of France, appreciable increases 
in the Army and Navy will very nearly offset lowered inductions for 
for the French Air Force, resulting in a slight overall decrease in 
planned conscription for 1956. As a result of recent troop movements 
to North Africa, however, France plans to call up large numbers of 
replacements in the near future. In addition, the personnel shortages 
of the French armed forces will be reduced by retaining conscript 
classes for periods of time in excess of the normal 18 months. 

Chairman Ricwarps. Mr. Byrd. 

_Mr. Byrp. Mr. Chairman, I have one question. I notice in Mr. 
Van Dyke’s statement, and I am sorry I was not here when he made it, 
on page 3 he speaks of the $30 million in economic aid to Yugoslavia, 
and he says that the $20 million will be in the form of United States 
surplus commodities; most of the balance will be for critical road 
construction equipment, coal, and technical services. 

How would this coal be purchased? I wonder if any of it is going 
to be gotten from Poland? 

_ Mr. Van Dyke. Let me first state, Mr. Chairman, this is an 
illustrative program. 
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The final details will have to be worked out with the Yugoslay 
Government, assuming the appropriation is made. 

This coal will be purchased on the basis of a procurement authori- 
zation issued by the United States Government to the Government 
of Yugoslavia, which will specify the type of coal, the place from which 
it can be purchased, and so forth, as is the normal procedure in all 
these aid programs. 

I can categorically assure you, sir, that Poland will not be a source 
of procurement for this coal. 

Mr. Byrp. There will be no reason to believe then that any portion 
of the coal would come from Communist countries? 

Mr. Van Dyke. None of the coal that is financed by the United 
States Government. I cannot categorically state that the Yugoslay 
Government might not use some of its own resources to buy from 
satellite countries. But none of the dollars provided by the United 
States Government will finance such procurement. 

Mr. Byrp. Thank you, Mr. Chairman. 

Chairman Ricwarps. They could get coal a lot cheaper from 
Poland, for instance, than from the United States? 

Mr. Van Dyke. I am not an expert on coal prices. But there 
have been times when the Poles have put the squeeze on certain of 
their customers in Western Europe, so that you could lay down 
United States coal in Europe for about the same price as it could 
be sent in from Poland. 

The normal situation is that the Poles can lay it down cheaper. 
However, the coal which we would expect Yugoslavia to buy is of a 
particular kind which is not generally available in Europe. 

Chairman Ricwarps. Mr. Selden. 

Mr. Seven. I have no questions at this time. 

Chairman Ricuarps. Mr. Williams. 

Mr. Wriiiiams. Yes, Mr. Chairman. Thank you. Mr. Elbrick, 
I wonder if you would agree that to the extent that the United States 
security is advanced by this mutual security program that the Western 
“democracies and Europe also see their security advanced? 

Mr. Evsrick. I agree; ves, sir. 

Mr. Wruutams. There is no economic aid now for Europe with the 
two exceptions; is that right? I am sorry I was not here for your full 
statement. 

Mr. Evsrick. There are three exceptions. There is the very small 
one for Berlin, as well as Spain and Yugoslavia. 

Mr. Wiuiirams. That must mean that most of the nations of 
Western Europe are on their feet now and are enjoying relatively 
good economic conditions. 

I wonder if there wouldn’t be multiple advantages in getting them 
to join us now in chipping in, in sharing this program of assistance to 
other underdeveloped areas of the world? 

Mr. Exsrick. This is a matter that has been under consideration, 
as you probably know, Mr. Williams, by the various countries. 
Some mention was made of this at the December meeting of the 
North Atlantic Council, when the various foreign ministers con- 
sidered the new type of threat to the areas that you mention on the 
part of the Soviet Union. 

Studies have been, are in fact in being now looking to a solution of 
this problem if possible on a multilateral basis, that is, looking to 
some way of meeting this new threat on a multilateral basis. 
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I can’t tell you at this moment, I am afraid, whether the conclusions 
reached as a result of such studies will mean that we go in for this in 
a very large way on a multilateral basis or not. 

It is a very interesting suggestion, and one which we are taking a 
verv good look at. 

Mr. Witurams. Thank you. 

Chairman RicHarps. Some things are now being done through the 
United Nations, collectively, working throughout the world? 

Mr. Exvsricx. Yes, sir. I might add here, sir, that the United 
Kingdom, France, and other European powers are already carryiag 
out quite a development program in their dependent overseas terri- 
tories. It is my recollection that last year they spent approximately 
$800 million on developing the economies of those territories. 

So, Mr. Chairman, as you say, in the United Nations and in other 
ways, this activity is going on. Our allies are not neglecting that 
aspect of the matter at all. 

Chairman Ricwarps. I would like to ask you gentlemen collee- 
tively: Have your observations been that there is any general lessen- 
ing in Europe with the idea that the United States is a tree with dollars 
hanging all over it and all they have to do is shake it once in a while 
and get some of them, or do they still cling to that idea? 

Mr. Exvsricx. Mr. Chairman, if I might at least start off on that 
one. I think the European nations generally would prefer not to be 
the subject of aid from the United States indefinitely. You have 
heard, we have all heard, the expression ‘“Trade not Aid.” The 
Europeans have made a pretty good recovery since the Second World 
War, but it is true that they still lack certain military resources, 
particularly equipment, and it is true also that unless the United 
States supplies that margin of resources that they probably could not 
meet their military commitments in the North Atlantic Treaty 
Organization. Ido not think that they prefer to consider the United 
States in the way you have described it, Mr. Chairman. 

Chairman Ricwarps. If that is the case, in France, for instance, 
they should put their own economic house in order. They will never 
get to where they do not require aid from somebody as long as they 
have the confusion they have there now. 

I imagine you would rather say what you would like to say about 
that in executive session. The committee will go into executive 
session, please. 

(Whereupon, at 11:45 p. m., the committee went into executive 
session. 


EXECUTIVE SESSION 


Chairman Ricnarps. The committee will come to order, please. 

Ladies and gentlemen, we are in executive session. 

[ would like to ask the representative of Defense, Mr. McGuire, 
Do you consider Cyprus in the European area? 

Mr. McGurre. I am not sure I would look at it in that manner, sir. 

Chairman Ricnarps. I am talking about it from the defense stand- 
point. Do you have somebody in the military here who could speak 
to that? Is it included with the Near East and North Africa? 

Mr. McGurre. Middle East. 

Chairman Ricnarps. I have here a report that came out in the 
London Daily Telegraph saying that we were sending United States 
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marines to Cyprus and Crete. That was in the British newspapers, 
I just wanted to ask you gent!emen if you knew anything about that. 

Mr. McGutre. I do not, sir. If you would like to get the informa- 
tion, I would be glad to get it for you. 

Chairman Ricwarps. It is in the papers. That is ordinarily the 
kind of thing that ought to be in executive session. If marines go to 
Cyprus, somebody will know it. I don’t know whether they should 
go or not. I will leave that to the military. 

(The information referred to is as follows:) 

No United States marines are being sent to Cyprus or Crete. The United 
States is reassigning one battalion of marines to commander, 6th Fleet, in the 
Mediterranean. ‘The battalion consists of roughly 1,800 men with amphibious 
lift and is the same force that was withdrawn about a year ago but with the under- 
standing it would return on occasion for training and indoctrination. This force 
will not be assigned ashore but will remain afloat as it was previously. 

Chairman Ricuarps. Mr. Gordon, would you like to ask some- 
thing? 

Mr. Gorpon. Not right now. 

Chairman Ricuarps. Mr. Chiperfield. 

Mr. CurperFieLp. Mr. Chairman, I would like to make a very brief 
statement and ask a question. Mr. Elbrick, from your statement, it 
would seem that the only economic aid under this program in the 
European area was to Spain and Yugoslavia and in Berlin. 

Mr. Vorys here is the chartman of this committee. He called some 
attention to the charts. I want to yield my time to him because, 
from what I can see at a glance, England and a lot of other countries 
are getting economic aid this year, and I unfortunately, haven’t been 
able to be here part of the time and John has the background on it. 
Thank you, Mr. Chairman. 

Chairman Ricwarps. Mr. Carnahan. 

Mr. Carnauan. No questions. 

Chairman Ricuarps. Mr. Vorys. 

Mr. Vorys. Statements have been made that there is no money in 
the program this year for certain of our European allies, and that is 
an accurate statement if you understand what a program means. But 
on page 110, for instance, of your No. 2 book, for the United Kingdom, 
special receipts from United States for the current fiscal year are 
[security deletion]. 

I think that possibly, not intentionally, but by the way this is 
presented, the committee and the public and Members of Congress 
think that there is no money going to Britain any more, whereas there 
is [security deletion] programed for this year and next year. 

I would like to know why those—— 

Mr. LeComprs. May I interrupt you there and ask which chart you 
were looking at? 

Mr. Vorys. It is 2-110. There are other very enlightening and 
interesting charts on this page. I can’t see why this page !s 
confidential. 

Mrs. Keuuy. Will the gentleman yield? 

Mr. Vorys. Yes. 

Mrs. Ketuiy. Is that economic assistance or defense support on 
that chart? I thought it was defense support, which I consider 
economic, anyway. 

Mr. Vorys. Let’s get this straight. 





upers, 
that, 
rma- 


Vv the 
20 to 
10uld 


Inited 
in the 
ibious 
inder- 
force 


ome- 


brief 
it, it 
the 


ome 
use, 
tries 
een 
n it. 


MUTUAL SECURITY ACT OF 1956 147 


Mrs. Keuuy. I call that economic, too. 

Mr. Vorys. Let’s get this straight. When we talk around here 
about defense support, OSP expenditures, military expenditures, 
when we buy weapons for a country that could buy their own, all of 
that is economic aid to that country in one way. The fact that we 
put part of it in the form of weapons, and they are not supposed to 
sell them and get the money for it, that makes that part military. 
In our thinking about this, we can say that defense support is a type 
of economic aid which has a security connotation and a high security 
value. We can say, as I do, that this entire program involves our 
own security. But, at least, in this committee, we ought to remember, 
we don’t want to confuse ourselves and the public, but military aid 
to a country is economic aid to that country, if it is weapons that 
they have to have and would have to buy for themselves. 

When we furnish this, to me, very controversial contribution for 
British planes that are not committed to NATO at all, when we do 
things like that, that is just relieving them of expenditures they 
would have to make. 

To me it was interesting and enlightening to find currently and 
next year there is [security deletion] aid of various kinds going to 
the United Kingdom. Maybe that country by country such figures 
cannot be released, but I wonder why those general expenditure 
figures can’t be released. 

Chairman Ricuarps. Can I make an observation there? I agree 
with the gentleman to this extent: I think economic aid of practically 
any kind to a country which is really carrying on a defense program 
can properly be regarded as defense support. I would agree with him 
to that extent. But as to military aid, that is a little different, and I 
am not sure that I do agree. You cannot presume that these nations 
would be able to buy those things, and therefore their military estab- 
lishments might go without them. 

If you can justifiably assume that they were going to buy military 
equipment if we didn’t provide it, you could say any military aid is 
economic support. But the whole military aid program is based on 
the assumption, or the presumption that they won’t be able to get 
these things if we don’t provide them. 

Mr. Vorys. That is an assumption. That is the reason we call it 
military aid. I haven’t objected to that term, but for instance, if 
we furnish Britain with [security deletion] weapons, that frees their 
budget to that extent. If we furnish them [security deletion] worth 
of economic aid, then they could pay for their own weapons. When 
the military aid goes out of the United States, it is an economic burden 
on the United States. 

I think we kind of throw dust in our own eyes when we try to sep- 
arate military and economic aid too much. 

Mr. Curprerrieip. At first, they called it economic aid, and then 
they thought up the term “defense support.” 

Mr. Vorys. The chairman agrees with you on defense support. 

Chairman Ricnwarps. Yes. I agree with you on that. But I am 
talking about military aid, assuch. The whole thing is predicated on 
the idea that it is necessary for our own defense to build up a certain 
military establishment, or defense establishment, and if we do not 
furnish the money, certain nations will have to go without. They 
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would go without it and we would be deprived of it in the overal] 
defense picture. ‘There are two ways of looking at it. 

Mr. Vorys. That is right; but both things are true. 

Mr. McGutre. I wonder if I could correct one impression that Mr. 
Vorys has from this chart. In 1957, the United States military ex- 
penditure part, that is, with the light dots on there, those are the money 
that England receives from having our troops in those areas over there. 
They are not the value of military shipments there. I was not sur 
whether you were clear on that or not. 

Mr. Vorys. I was not. 

Chairman Ricuarps. What chart is that? 

Mr. McGutre. That is on page 110. 

Mr. Vorys. The military expenditures is the chart we always have 
to ask for. We get it each year after we ask for it. Is it in the clear 
book this time? 

Mr. Van Dyke. United States military expenditures? 

Mr. Vorys. Which is a form of economic aid. 

Mr. Van Dyker. That is not in the unclassified book. 

Mr. Vorys. All right; get it. 

Mr. Van Dyke. I have it right here. 

Mr. Vorys. That is not in the record—— 

Mr. Van Dyxr. Could I just make two statements for the purpose 
of clarification? First, we present this program to you on an obligation 
basis, of course. We are asking for new obligational authority. That 
is the basis of our statement, that there is no new obligational authority 
requested for these Western European countries. 

This chart represents expenditures. This is the carryover from 
previous obligational authority granted by this Congress. 

Mrs. Boutron. In 1957? 

Mr. Van Dyke. The chart to which Mr. Vorys refers. 

Mr. Vorys. Maybe you haven’t been through this before, Mr. Van 
Dyke. For each year, for about 6 years, the committee has said, 
“What we want to know is: First, what have you done with the 
money we gave you before?” That is No. 1. We want a progress 
report. Then, what have you got left of the money we gave you 
before? 

Then, after you finish with that part, and only then, can we intelli- 
gently consider whether you need any new money. We have never 
been able to put it across until you get here. We sent a general out of 
the room one time because, after repeated questions, he started in to 
give it the way you are giving it this year. 

Mr. Van Dyke. I hope you won’t send me out, Mr. Vorys. 

Mr. Vorys. I am just telling you that some of your staff are familiar 
with this. But we are going to have it our way. 

Mr. Van Dyke. Could I make one further statement—— 

Chairman Ricuarps. This year we want to be sure that we get the 
facts. We want the answers to the questions that Mr. Vorys has 
mentioned. 

Mr. Van Dyke. Could I make one further statement in explanation’ 
This table to which you are referring does not include the end-item 
deliveries. I think you are really concerned with the backlog of 
previous appropriations available for military end item deliveries; 1's 
that correct? 

Mr. Vorys. We want to know the military and economic aid and 
halfway-between aid, and all kinds of aid that is costing the United 
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States money that is going to these countries currently and that is 
planned to go to these countries next year, whether we appropriate 
anv money or not. } 

The Congress collectively is going to have that information and 
weigh it before they appropriate, I think I can assure you, and I 
don’t think I am talking merely for myself, but I am talking for the 
Congress, we are going to have those figures before us before you get 
a dime of new obligational money. 

It is extremely hard, it is impossible, to get it from the public state- 
ments vou have made today. 

Mr. Van Dyxe. Could I just make another clarification? If you 
will turn to page 13, you will see the total chart for all of Europe, 
which is similar to the chart you have on the United Kingdom [Se- 
curity deletion]. 

Mr. Vorys. Is it in the classified chart? 

Mr. Van Dyke. Yes, sir. Volume II, page 13, in the lower left- 
hand corner. These figures represent the dollars which will flow to 
the account of the foreign governments and do not include military 
end-item deliveries by value. 

If you wanted to show the total goimg to Europe, you would have 
to add to this column the amount of end-item deliveries. The top 
part of that [security deletion] column is United States military ex- 
penditures. These are actual dollar payments which the Defense 
Establishment makes for all sorts of things in the European countries. 
They, for example, may buy local currencies with dollars to provide 
their troops. The GI located in Germany, for example, may take his 
dollars to the agent cashier and get deutschmarks for them. Those 
dollars accrue to the Central Bank in Germany. They will be 
represented in that column. 

Mr. Vorys. I don’t think you need to go further, because we 
know what that is supposed to be. That is the figure we have to 
dig out the hard way each year; what we are buying for our own 
forces, which is a direct economic contribution to any country where 
those expenditures are made. 

That is the chart I was looking for, the general chart. And that 
is all economic aid. Can you tell me why that is marked ‘Confi- 
dential’? 

Mr. Van Dyke. In the first place, Mr. Congressman, this isn’t 
an aid chart. It is true that these dollars flow to the governments, 
but we in turn get something back for most of those dollars. There 
isan exchange. If a GI buys something in Germany, he gets a clock 
or some other item in the German economy. The bottom crosshatch 
labeled “defense support expenditures” are the expenditures being 
made in Europe from previous years’ funds, and those are largely 
aid to the extent that they are not section 402 sales or aid to another 
a such as Indochina, given through a European country such as 

rance. 

The OSP expenditures are dollars which go to the account of the 
foreign government. They may not represent actual resource trans- 
fers out of the country, depending upon what Defense does with the 
procurement. 

Mr. Vorys. I have one different question, Mr. Chairman. I 
would like to request that little chart, at least that one on page 13, if 
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you can’t do it country by country, be declassified. That is the kind 
of chart we always end up by getting. 

I had a question I wanted to ask Mr. McGuire—— 

Chairman Ricuarps. Everybody is going to be able to ask as many 
questions as they want to. We are not under the 5-minute rule. 
We have plenty of time. 

Mr. Vorys. I have one question that I would like to ask Mr. 
McGuire. 

‘Security deletion.] 

Mr. Vorys. I was asked by a young student yesterday whether 
it was true that the French divisions in Algeria [security deletion] 
are armed with American arms and using American ammunition in 
putting down the rebellion there. I got to thinking. I said, “] 
don’t know where else they have gotten any arms except from the 
United States.” 

(Discussion off the record.) 

Mr. Vorys. Where is the Foreign Legion now? In north Africa? 

Mr. McGurre. I don’t know. I presume it is there. That would 
be the logical place for it. 

Mr. Vorys. That is all now, Mr. Chairman. 

Chairman Ricuarps. Who else wants to ask questions? 

Mrs. Botton. I have a little one. Mrs. Kelly, you go ahead. 

Chairman Ricwarps. Mrs. Kelly. 

Mrs. Ke tty. I believe we are not giving any assistance to Sweden. 
Is that correct? 

Mr. Exvsrick. That is correct. 

Mr. McGutre. Not as far as military is concerned. 

Mrs. Ketuy. Not as far as military? 

Mr. McGutre. I can only speak for that. 

Mr. Van Dyke. Not from the economic side, either. 

(Discussion off the record.) 

Mrs. Ketiy. At no place in any of these books do you show 
delivery. 

Mr. Vorys. ‘‘Accomplished”’ means deliveries. 

Mrs. Ketuiy. I see. Is the accomplished deliveries in all the pro- 
grams. 

Mr. McGutre. That is correct. 

Mrs. Keuty. In dollars and then in item? 

Mr. McGutre. That is correct. 

(Discussion off the record.) 

Mrs. Keuuy. May I tell the committee now that we were the only 
committee that ever stopped at those bases; Appropriations and all 
the others flew over them. We flew in. That is all. 

Mr. McGutre. We have a very good MAAG there, General 
Dewey replacing General Shepherd. 

Mrs. Kuetuy. I admire General Shepherd very much. 

Mr. McGuire. So do we. 

Chairman Ricuarps. Are there any other questions right now’ 

(Discussion off the record.) 

Chairman Ricnarps. If there are no further questions right 
now 

Mr. Van Dyke. Mr. Chairman, could I revert to a question Mr. 
Vorys raised? I have here the detailed breakdown of all these dollar 
flows to Europe. The fiscal year 1955 breakdown is unclassified. 

If the committee desires, that can be inserted in the record. I am 


going to examine the classification of the other 2 years to see if they 
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can be declassified. But, in the meantime, they are certainly avail- 
able to this committee and the members of its staff. 

Chairman Ricwarps. 1955 has been completed? 

Mr. Van Dyxe. Actual figures rather than estimated. 

Chairman Ricuarps. We will want that. You have those figures 
there, you say? 

Mr. Van Dyxe. This is the fiscal year 1955. It is our actual 
disbursements and therefore public information. The anticipated 
balance of unexpended nonmilitary obligations at the end of this 
fiscal year for all areas will be discussed by the ICA Controller when 
he testifies. 

Mrs. Ketiy. Are we getting the unexpended balance and obligation 
on past programs? 

Chairman Ricwarps. The witness has been informed that we will 
expect that information before these hearings are over. 

Mrs. Ketiy. Can’t we have it before we go further in the hearings? 

Chairman Ricnarps. They say they understand and will produce it. 

Mrs. Ketuy. Unobligated, and so fgrth, like we had other years? 

Chairman Ricnwarps. That is right. We will make this chart a 
part of the record at this point. 

(The chart referred to is as follows:) 

The following chart shows dollar expenditures by the United States Govern- 
ment in fiscal years 1955 and 1956 for various military and mutual security pur- 
poses. Similar estimates are not available in unclassified form for fiscal year 1957. 
These expenditures are in many cases against obligations incurred several years 


earlier. This is particularly true of the mutual security aid expenditures com- 
ponent. 
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“United States military expenditures” ! include payments on offshore procure- 
ment contracts in European countries, United States contributions to NATO 
infrastructure, construction for use of United States forces in Europe, troop and 
civilian employees’ pay spent in Europe, and procurement in Europe of materials 
and supplies for use by United States forces. With the exception of infrastructure 
and OSP payments, these components are related to the presence of United States 
forces in Europe and are similar to normal balance-of-payment items; that is, to 
United States imports from Europe. 

“Mutual security program aid expenditures’ includes defense support and 
direct forces support expenditures. It also includes (a) expenditures of joint 
control area funds, (6) expenditures in France of funds for Indochina support 
(this is the largest component of the total), and (c) sales of surplus agricultural] 
commodities and coal in Europe where the local currency payments for such sales 
will be used to provide aid to countries in other areas. In both fiscal year 1955 
and fiscal year 1956 there were expenditures in most European countries to com- 
plete the expenditure of defense support aid made available several years before, 
Larger expenditures occurred, of course, in countries which had received new 
defense support aid in fiscal year 1954 and in those countries continuing to receive 
such aid in fiscal years 1955 and 1956. 

While these various United States Government expenditures add to the dollar 
assets of the European countries, their main purpose, except for a small portion 
of the mutual security program aid expenditure total, is not economic aid to the 
European countries in the usual sense, but rather the accomplishment of some 
other objective, such as support of United States troops, assistance to Indochina, 
or construction of United States military facilities in Europe. Except for the 
small portion that is European aid, these expenditures bring a direct return of 
goods and services for various United States uses. 


’ 


(For additional information on the above subject, see tables on 
p. 155 and p. 883.) 

Chairman Ricuarps. Mr. Williams. 

Mr. Wiiuiams. Mr. Chairman, I just wonder whether the ques- 
tion of Yugoslavia’s cooperation in compliance with the law of inspec- 


tion has come up. I would guess that came up for discussion. 

Chairman RicHarps. It hasn’t come up, and it is a good question 
to raise. 

Mr. Wiuuiams. Last year that formed quite an important part of 
the legislative history. 

(Discussion off the record.) 

Mr. McGutre. That is right. General Waters, I believe, in the 
first week in February went out and made a complete inspection trip, 
which is the first time that has happened to our MAAG in Yugoslavia. 

Mrs. Ketty. How many military are in our MAAG mission in 
Yugoslavia? I want to know that. I want to know how many are 
in all the countries. 

Mr. McGuire. Mrs. Kelly, don’t hold me to this figure, I am doing 
it from memory. That is one of the other questions, that we could 
have people in there. They did raise that ceiling. 

I think, if I recall correctly, we had 45 and we now have 60. 

Mrs. Ketty. How many have you in Turkey? 

Mr. McGutre. That I can’t answer you. I will say you have a 
little different mission in Turkey; a substantial amount more. Be- 
cause in Turkey you have a training mission along with the MAAG 
activity. 

(The following information was supplied for the record:) 

As a result of the visit by Deputy Under Secretary of State Murphy last sum- 


mer, the Yugoslavs have authorized an increase in the size of the MAAG to a 
total of 60 United States nationals. As of November 30, the following United 


1 United States defense expenditures entering the balance of payments include, by NATO definition, 
some of the expenditure estimates included here in mutual defense aid expenditures. 
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States personnel were assigned: 27 Army, 8 Navy, 14 Air Force, 6 civilians— 


0 al 55. z 
{ The strength of JAMMAT Turkey as of November 30, 1955, was as follows: 


97 Army, 35 Navy, 51 Air Force, 34 United States civilians—total 217. These 
figures do not include 368 United States personnel engaged in training activities 
with the Turkish armed forces. 

(Discussion off the record.) 

\frs. Ketty. Do you know how many personnel we have in the 
United States Embassy in Yugoslavia, and how many has Russia been 
permitted to send in Yugoslavia? 

\Mir. McGurre. I don’t know. 

Mrs. Kevuy. Will you find that out? 

Mr. McGurre. I think the State Department will have to answer 
that. 

Mr. Exsrick. I will find out. I am not sure that we have informa- 
tion here. We can give it to you. ) 

Chairman Ricuarps. Will you provide that information? 

Mr. Eutsricx. Yes, Mr. Chairman. 

(The information requested is as follows:) 

The total number of United States Government personnel stationed in Yugo- 
slavia at the present time is 172 persons, including Embassy and military person- 
nel, ICA personnel, marine guards, USIA employees, etc. Of these, 55 are con- 
nected with the MAAG mission, 8 are stationed at the United States consulate in 
Zagreb, and the remaining 109 are connected with the Embassy in Belgrade. 

The exact number of Soviet Government personnel stationed in Yugoslavia is 
not known. The number of Soviet personnel with diplomatic status is known to 
be 16, which would indicate a total complement of approximately 50 persons. 


We have no information indicating that there are any Soviet military personnel 
in Yugoslavia in a status similar to our MAAG mission. 


Chairman Ricnarps. Do you want to ask a question, Mr. Byrd? 

(Discussion off the record.) 

Mrs. Ketiy. I was going to ask, Mr. Chairman, did you ever 
think—I am sure you did—of the other side of the equation, of their 
attitude of playing both sides against the middle. This attitude 
hurts the anti-Communist world to a degree where those nations we 
are trying to aline with the West become neutral. They can say, 
‘Well, look what you do for Yugoslavia. Twice as much. We will 
do the same thing, play both sides against the middle.’’ We are 
coerced into being blackmailed all along the line. 

Mr. Van Dyke. You asked earlier about Russian offers to Yugo- 
slavia, Mrs. Kelly. I would like to indicate that the Russians have 
offered to Yugoslavia a $30 million loan in hard currencies, which is 
a 10-year loan at 2 percent. They have offered a line of credit of 
$54 million for raw materials, coal and other such items. These the 
Yugoslavs have accepted. They have offered a further line of credit 
of up to $120 million, again 2 percent, 10 years, for specific invest- 
ment projects, largely in the field of mining. 

They have been sitting down with the Yugoslavs and discussing 
the specific projects, and have agreed on a total of $110 million for 
projects. So the total Russian offers to Yugoslavia are pushing $200 
milion at the present time; in addition to this, Poland has made $20 
million available on credit, and Czechoslovakia has made $75 million 
available on credit. 

So, the magnitude of the Russian smile is rather important. 

Mrs. Ketty. As yet you say she hasn’t accepted one of them? 
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Mr. Van Dyke. She has accepted all of them with the possible 
exception of $10 million which we understand is still under discussion 
for projects. 

Mrs. Ketiy. She has accepted these loans? 

Mr. Van Dyke. $30 million in gold and other foreign exchange: $54 
million in raw materials; $110 million in industrial equipment and 
machinery on credit. 

Mr. Vorys. Could I ask a question? Why is that classified, any- 
way? ‘ 

Mr. Van Dyke. I will investigate as to whether or not it is. The 
piece of paper I have says, ‘Official use only’’; and I am bound by 
that. ; 

Mr. Vorys. It seems like Mrs. Bolton’s proposition. If the Rus- 
sians know that and the Yugoslavs know that, why in the world it is 
classified from the American people, I cannot understand. 

Chairman Ricuarps. If it is correct information, I can’t see to save 
my life why you want to keep a thing like that classified. If it is just 
a surmise, that is different. 

Mrs. Ketuy. Popular opinion would force us to withdraw our sup- 
port from Yugoslavia. 

Mr. Vorys. I am not sure. In any case, I can’t see why it is a 
secret. 

Chairman Ricuarps. It might work one way or the other. But 
either way, I agree with you that it should be made public. 

Mrs. Ketiy. Could we ask if it can be declassified. 

Mr. Van Dyke. I will look into it to see if it can be declassified. 

(The information referred to appears on p. 142.) 

Mr. Vorys. Before we break up, I would like to say this to the 
committee and to those that are here, that the ICA suffered a dread- 
ful loss night before last when Dr. William Russell died by a heart 
attack. 

Chairman Ricuarps. I didn’t know about that. 

Mr. Vorys. We had him up here before our committee. I got to 
see more of him on our Latin America trip. He was a Deputy for 
Technical Assistance and a specialist on the educational programs. 

He was a wonderful man and a wonderful American, doing a great 
work. I just wanted to pay my tribute to him. If I may, I want to 
leave it in the record. 

Chairman Ricwarps. I join in your tribute. 

Mrs. Ketiy. That wasn’t Dr. Russell who was at Geneva with the 
President was it? 

Mr. Butuock. No. 

Mr. Vorys. He was Director for Technical Services with the ICA. 
Former president of Columbia Teachers College; he was a fine man. 

Chairman Ricuarps. We will have a hard time getting a man to 
take his place. 

The committee stands adjourned until 10:30 in the morning. We 
will have Mr. Hollister, Director of the ICA, in executive session. 

(Whereupon, the committee at 12:45 p. m., adjourned.) 

(The following table has been submitted for inclusion in the record. 
See also p. 152.) 
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MUTUAL SECURITY ACT OF 1956 


WEDNESDAY, MARCH 28, 1956 


Hovusr or REPRESENTATIVES, 
ComMITTEE ON ForntGn AFFAIRS, 
Washington, D. C. 
The committee met, pursuant to call, in room G-3, United States 
Capitol, at 10:47 a. m., the Honorable James P. Richards (chairman) 
presiding. 
Chairman RicuHarps. The committee will come to order, please. 
Ladies and gentlemen, we will continue hearings on the Mutual 
Security Act of 1956. We have again with us this morning in executive 
session Mr. Hollister, Director of the ICA. Mr. Hollister, we are 
in executive session and we will want to ask you a few questions. 
Is there any statement you would like to make in addition to the 
very able statement you made the other day? 


STATEMENT OF HON. JOHN B. HOLLISTER, DIRECTOR, INTER- 
NATIONAL COOPERATION ADMINISTRATION 


Mr. Houursrer. No, sir. There is nothing at the present time, I 
think, to add to that. 

Chairman RicHarps. I want to ask a question or two. In reference 
to this matter of long-term commitment, isn’t this the first time that 
Congress has been asked to do anything like that? 

Mr. Hotutster. With respect to the foreign aid? 

Chairman RicHarps. Yes. 

Mr. Houustrer. As far as I know; yes, sir. 

Chairman Ricuarps. I mean, for economic development? 

Mr. Houuister. Yes. 

Chairman Ricuarps. Assuming, for the sake of argument, that 
Congress authorized what you have requested, will the United States 
be getting any return from the countries to which we make commit- 
ments; is there any quid pro quo? 

Mr. Houurstrer. Yes, sir; I don’t believe that there is anything in 
connection with the mutual security program which does not involve 
a quid pro quo of some nature. 

_In some cases, of course, agreement is reached with a country to 
give something specific. In other cases the aid that we contribute, 
either by loan or by grant, is for the purpose of bringing about a 
certain result in that country, which in the opinion of this Government 
is a quid pro quo, even though there may not be any specific signing 
of an agreement. 

(Discussion off the record.) 

Mr. Houuister. Therefore, action is taken to assist that Govern- 
ment, on the theory that is better for the welfare of the United States. 
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Chairman Ricwarps. We would be morally bound to something 
and they would not? Is it possible that we may get good results 
from what we do but that is problematical? 

Mr. Ho.uister. I don’t think you could say that categorically 
either, Mr. Chairman, because I can conceive that some of these 
long-term agreements ‘might well have a definite agreement on the 
other side as well. 

In other words, the mere fact that we ask for this authority doesn’t 
necessarily mean that no quid pro quo would be asked for. In some 
cases there might be some specific concession required in return. 

(Discussion off the record.) 

Chairman Ricuarps. Suppose for instance, the Aswan Dam project 
was authorized and you go ahead with that. How is it proposed to 
let private contracts for the construction involved in the long-term 
project? 

Mr. Houusrer. Perhaps I didn’t understand your question. 

Chairman Ricuarps. What do you have i in mind as to the letting 
of contracts to do the work involved in these long-term projects? 
Who will do it? The foreign country? 

Mr. Houusrer. It would be done by the Egyptian Government 
itself under whatever agreements it may enter into with our country, 
the International Bank, or England as a result of the whole under- 
standing or agreement between the parties. 

Chairman Ricuarps. Do you envision that private industry in the 
United States would have a chance of bidding on those projects? 

Mr. Houuister. Very definitely. 

(Discussion off the record.) 

Mr. Houutster. Work, as you probably know, done under loans 
made by the International Bank, is for worldwide bidding. Under 
Export-Import Bank loans, work is done under American bidding. 
If this Aswan Dam is finally worked out with the International Bank 
connection, there will be worldwide bidding. The lowest bidder or 
at any rate the best bidder, would get the business. 

(Discussion off the record.) 

Chairman Ricuarps. Would the International Bank be in charge 
of the mechanics of bidding, and so forth, in case this project went 
through or would the ICA? 

Mr. Houuister. The plan as originally set up was to put it pretty 
well under the control of the International Bank so it would be 
administered in one piece. 

The first lot of money, around $70 million, is being put up by this 
country and England, ‘and the International Bank comes in for a 
later step for around $200 million, which will be needed for foreign 
exchange, if the deal goes through. 

(Discussion off the record.) 

Chairman RicHarps. We have discussed the problem of one 
Congress making commitments that would bind another when you 
were here before, and it has been discussed a lot of places in this 
country. 

But I want to ask you a little bit more about a proposal that I 
mentioned to you, a general statement in this bill of our intention to 
continue a foreign aid program as long as the financial stability of this 
country will permit, and as long as there are people in the free nations 
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of the world who are willing to stand up against international com- 
munism. 

Wouldn’t that be just about as far in the final analysis as one 
Congress could go? 

Mr. Houurster. Mr. Chairman, I think that would be very helpful, 
without doubt. However, in these matters I alwavs try to put myself 
in the position of the man I am dealing with. 

I am wondering, from the point of view of a finance minister or a 
foreign minister of a particular country involved, whether a general 
statement of that nature would be quite as strong for him to go to his 
Parliament with, in requesting the funds which always have to supple- 
ment anything of this kind, as a statement by the President, or some- 
one acting for him, that a particular project is something that is now 
taken into the general plan for that country on a basis of so much a 
year for sO many years. 

* [ also think it would be easier for other money to be enlisted, sup- 
plementing the money that we might contribute, if our statement 
were a little more specific than what you suggest. 

Chairman Ricuarps. I am thinking of it more in the field of what 
the other fellow would think we were bound to do, don’t you see? 

Mr. Houuster. Yes, sir. 

(Discussion off the record.) 

Chairman RicHarps. There is no question about it. The President 
has the authority to terminate aid, anyway. This does not change 
that. 

I am talking about the necessity for taking action in the face of a 
promise to do something with no strings attached. I am just talking 
about the moral effect of that. 

Mr. HouurstEer. I am assuming that Congress is not going to revoke 
section 503 of the act, which provides for termination of assistance 
under certain conditions, and that the people with whom we deal are 
reasonably sophisticated and realize that any new section such as the 
proposed one under which we might act would also be subject to the 
provisions of section 503. And if the situation got so that it would 
be obviously against our interest, we simply wouldn’t go further with 
the money. 

Chairman Ricuarps. I will take up one other matter and then I 
will stop with my questions. 

You are familiar with the criticism of the way this offshore procure- 
ment works from the standpoint of contracts, and so forth? 

Mr. Hotutster. What particular criticism? 

Chairmaa Ricuarps. As to profits primarily. 

_ Mr. Houutsrer. I know something about it; yes, sir, though, since 
it is in the military field, I would rather have the military people dis- 
cuss the details of it with you. 

Chairman Ricuarps. Don’t you have occasion in the field of 
economic aid to make some contracts? 

_ Mr. Houuster. There is nothing that comes up in the economic 
field, because the countries don’t make any profit under the contract. 

Of course, the people with whom we deal, the contractors with 
whom we provide for things to be done in different countries, do have 
private contracts, if that is what you mean. I don’t think we have 
any provision for renegotiating any of them. 
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STATEMENT OF JOHN MURPHY, CONTROLLER, INTERNATIONAL 
COOPERATION ADMINISTRATION 


Mr. Murpny. No, sir. 

Mr. Houuister. We are assuming in these business deals, if we 
handle it properly, they are going to be fair contracts. 

Chairman Ricuarps. Of course, we are all more or less familiar 
with the criticism which has been made of Defense on this contract 
business. 

I thought there had been some criticism in the economic field also, 
I wanted to know how you selected the contractor. 

Mr. Houuister. Our contracting is done generally on a bid basis, 
We require bids and except where it has been found by the President 
that there are certain areas where, because of the work situation, 
exception should be made, we do our buying on a worldwide basis, 
except for agricultural commodities, which under the law we buy in 
this country. Some 65 to 75 percent, I think, of all buying is in this 
country. 

I could give it to you by categories if that is desired. As far as | 
know, there has been no criticism of any kind as to improper profits 
in any contract involving purchase in another country. 

Where we take the lowest bidder in the world picture for some par- 
ticular contract, Mr. Murphy, have we had any accusations of 
improper profits? 

Mr. Murpuy. Not to my knowledge, sir. 

Mr. Ho.tutster. We don’t consider it is a problem, Mr. Chairman. 

Chairman Ricnuarps. I have some other questions that I want to 
ask the military people. 

Mr. Vorys, do you want to ask any questions now? 

Mr. Vorys. Yes. The one example we have been given of the need 
for a 10-year commitment of some sort is the Aswan Dam proposal. 

You mentioned that there would be an agreement. Certainly, 
there would be something that the Government of Egypt and the 
Government of the United States would sign. In that agreement, 
what would each agree to do? 

Mr. Houustrer. That would be a pretty big agreement, I imagine, 
Mr. Vorys. 

(Discussion off the record.) 

Mr. Ho.wuster. The Aswan Dam has been discussed merely 
because it involves a good deal of money and it is one which this kind 
of authority would be applicable to. 

At the present time, you see, in order to make the Aswan Dam deal, 
we are compelled to get all the money out of one year’s appropriations. 

It means taking all the money out of the Egyptian program for the 
current year, and also reaching into other funds in order to be able 
to get the necessary amount. 

It would have been much better if instead of trying to get $54 
million worth of 1956 fiscal year funds, we had been able to state 
with this kind of commitment that we would expect to use, we will 
say, 10 million each vear for 5 years, or perhaps 8 million for 7 years, 
or something of that kind. 

It will take about that many years in order to get this first phase 
finished, probably. This would be a more businesslike way to do 
and would have avoided disrupting programs in other places. 
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What the nature of the agreement would be would depend on a 
«reat many matters. You have all kinds of things in the agreement. 
~ \{r. Vorys. As to the Aswan Dam, the United States has made a 
tender of a proposed agreement now, as I understand it, so that in 
substance if Egypt would say, if Nasser would say, ‘All right, where 
is it? I will sign it on the dotted line,” there would then arise some 
commitment on our part. 

I would say that was not something that was presented last year 
as much of a possibility in the fiscal 1956 program. 

However, we are now informed it has not only been taken up but 
that a contract of some kind has been offered by our Government. 

Is that an example of the sort of thing that is to be done in the pro- 
posed long-term program? We can’t find out this morning, we didn’t 
find out in the session with Under Secretary Hoover, what if anything 
Egypt agreed to do, whether they would merely agree to continue to 
accept our money, whether they would agree to build the thing [secu- 
rity deletion]. 

If that is the sample of an agreement that is to be entered into with- 
out any future authorization by the Congress, whereby all we know 
is that we agree to pay a lot of money but we don’t know anything 
that Egypt agrees to do about anything, would you say that is a very 
persuasive argument for encouraging that type of project? 

Mr. Hotuister. May I answer that in some detail? 

Mr. Vorys. I wish you would. 

Mr. Houuister. I think you raised three points. In the first place, 
you are intimating, and I think with considerable right, that when a 
department comes up before a committee and asks for an authorization 
ind appropriations, and makes a presentation along with it, they 
ought to live up to that presentation fairly closely. 

When they depart so materially from it as bas been done in the 
Egyptian program, there is an explanation to be forthcoming. I 
agree with you entirely. 

Here was a program presented for Egypt which made some reference 
to the Aswan Dam. It is a dream that the Egyptians have had for 
many years, and yet the program set out didn’t include anything like 
what we are talking about. 

All I can say is that this shows a need for a certain amount of flexi- 
bility. The world is in such a state today that if you are going to 
have an adequate foreign-aid program, you have to have a certain 
amount of confidence that the President and whomever the President 
appoints to advise him will use their discretion wisely. 

Mistakes will, of course, be made. I would assume that any proper 
administrator, In moving as far from what was presented to the 
Congress as this, would have cogent reasons for it. 

_ That brings me to some extent into the second point which I think 
involved the fact that this was only talked about a year ago whereas 
iow it seems to be quite specific. 

All I can say about that is that I am told that the International 
Bank has had this under study for about 2 years. When I was in 
Istanbul at the World Bank meeting in September, the figures had 
just been received by the bank from the experts they had naan ate 

I was given the figure the first time there, I remember, by Mr. 


Garner. It was $1,300,000,000. That was the nearest they could 
7 Obviously anything like that is not entirely accurate that 
ar ahead. 
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But the total cost of the vast complex that is involved in this 
development, which is, of course, dams, irrigation activities, changing 
of channels, satisfying the rights of peoples whose homes. had been 
inundated, making a deal with the Sudan, and all the complications 
involved in a matter of that size, that the total cost of the thing was 
known only in September. 

At tbat time some of the things that have happened in the world 
were perhaps in the brewing stage but hadn’t yet become as acute as 
they are today. 

The conclusion that this was an essential thing for us to do was not 
reached without a great deal of prayerful thought. It hasn’t been 
accepted yet by Egypt. We don’t know that it will be. But it was 
felt that this project was important enough that we should take all 
the money which was set aside for Egypt in this year’s program, and 
some which had been tentatively set aside for other activities, or 
placed in reserves, so that this thing could be done. Whether or not 
that was a wise judgment, time alone will show. 

But it does indicate there has to be a certain amount of flexibility 
to these things. That is why we are up here asking that more au- 
thority be given to act in emergencies in substantial sums. 

Now, your third question, I believe, is, what we are agreeing to do 
and what will Egypt do. I will be clad to the extent that I can to get 
for the committee at least a summary of what has been agreed on. 

When you ask what is in the contract, of course, it will ultimately 
provide for a certain amount of steel, concrete, electrical equipme nt, 
and all the necessary things that go along with a project of this kind. 

What this first step is, I can’t tell you offhand. I think this first 
step we are talking about financing involves diversion of certain 
streams in order that they are able to work, probably the building of 
preliminary coffer dams and diversion tunnels. I would have to get 
an expert on water to go into the details. 

And also agreement, I am sure, that Egypt will go ahead and do its 
share of the work. 

Chairman Ricuarps. Could you provide us with a statement of the 
information you have? 

Mr. Houuistrer. I would be glad to, unless for some reason I can’t 
get it from the International Bank. I will get what I can. 

(A classified memorandum was subsequently furnished the com- 
mittee on the above subject.) 

(Discussion off the record.) 

Chairman RicHarps. Will the gentleman yield? 

Mr. Vorys. Yes. 

Chairman Ricwarps. I want to point this out. I can understand 
where you might not want to put some of these nations on the spot 
by saying to them, “Stand up and be counted.’”’ They have national 
political problems which we have to recognize. But there is one 
thing I cannot understand: Why shouldn’t any nation, Egypt, India, 
or anybody else, do two things, say they need it and ask for it? 

That is not too much to ask. We are told that India hasn’t done 
it. I don’t know whether Nasser has even asked for our help. It 
micht hurt his pride. He might have asked for it behind the corner. 

Has he put down a request officially to the United States and said, 
“We need this thing. We haven’t the money to pay forit. We want 
your help’’? 
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Mr. Houuster. I think I can say, Mr. Chairman, that with respect 
to all programs since I have had anything to do with making any deci- 
sions or presentations, there is nothing that we have put in our pro- 
orams which hasn’t been requested either formally or informally by 
the—— 

Chairman RicHarps. Would you have any objection as to policy 
to require that India or any other country requesting the help of the 
United States to do what I suggest? 

Mr. HouuisterR. You mean, sign a written document? 

Chairman Ricuarps. Officially. 

Mr. Houuister. I think it would not be wise. 

Chairman Ricuarps. I can’t see it. 

Mr. Houuister. I can think of some cases where they would like 
it desperately but 

Chairman Ricuarps. I am not talking about requiring them to take 
a pauper’s oath. I am talking about saying economically they need 
it to meet their economic situation and request the United States 
Government to help. They wouldn’t have to say that they are on 
our side or be anti-Communist. That is the least they could do. 

Mr. Houuister. Formal request for whatever the program might 
indicate? 

Chairman Ricwarps. Yes. 

Mr. Houurster. I think in 90 percent of the places it would be 
perfectly easy. I can imagine situations where it might cause- 

(Discussion off the record.) 

Mr. Vorys. I have one more question. In your presentation and 
in the book here there is a confession of not very exciting results on 
the matter of making loans, even though the law requires that the 
aid shall be in the form of loans instead of grants ‘‘wherever possible,” 
putting the words of the President’s message last year into the law. 

On the other hand, we have been told that one of the great threats 
of Communist economic aid is that they are offering low-cost, long- 
term loans which we can’t meet; therefore, since we can’t make low- 
cost, long-term loans, we are going to make grants and give them the 
money. 

Could you explain why it is we can’t meet Soviet terms on loans 
particularly in the present state of the law? 

Mr. Houuister. I don’t know who said we can’t meet them, Mr. 
Vorys, because we can meet them. Obviously, we can meet anything 
we want to. 

We could make a 1-percent, 100-year loan if we cared to. I don’t 
think you and I would think it was sensible to make a 1-percent, 
100-year loan with a country that is already bankrupt. 

To say we can’t meet them is, of course, an explanation. The 
danger of making every kind of different loan in different countries 
is that you weaken your whole loan structure. 

A loan which you make in cne country is found out by aaother 
country and they say, ‘“‘Are we to be treated differently than our 
neighbor from the point of view of lending?” 

That is one of the problems. 

1 wanted to comment particularly on the matter of loans, in which 
I know you have a great interest. I am very disappointed in the 
record that is being made this year with respect to loans. But you 
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touched just a few minutes ago on a particular situation where the 
economic logic has to yield to a political situation. 

(Discussion off the record.) 

Mr. Ho.uster. I am pointing out to you this is not an easy thing 
todo. Weare trying quite as hard as we can, and I am disappointed 
in not having a better loan record for the year. 

In every case the matter has been decided after prayerful thought, 
as I say, in the State Department and my organization, and where 
the military is involved, as it is in all these things in the Department 
of Defense, in connection with the military point of view. 

We have to do the best we can. Does that answer your question? 

Mr. Vorys. It explains the dreadful difficulties you face in your task. 

However, during the 8 or 9 vears this aid program has been operat- 
ing, whenever the loan window and the grant window were both open, 
everybody lined up at the grant window. 

Mr. Houutster. Very naturally. 

Mr. Vorys. When grant money is available any loan at all is not 
very attractive, and a country will make out that it needs grant money 
rather than a loan. 

I got that idea originally from former President Herbert Hoover 
before this committee, when he said that we ought to attach some 
obligation every time we did anything, for the sake of the receiver 
as well as for ourselves. 

In 1947 before our committee. He invented, for instance, the 
counterpart device, which I put into the bill over administration 
objections in 1947, and which has become standard. He thought 
that one up. 

He also said to us, as to fuzzy loans, that there is all the difference 
in the psychology of a country asking for a loan or a grant. If they 
ask for a grant, they want to make out how poor they are and how 
no good the proposition is. 

Mr. Vorys. If they want a loan, they try to show that the propo- 
sition is of some account. That helps them in getting up their 
program. 

He said that if they want a loan, they will think, “We may not 
have to pay this back but on the other hand, we might” and that 
they will make their request as modest as they can. If they ask for 
a grant, they ask for as much as they can. 

That is where my idea started. 

Whenever the grant window has been closed, they have lined up 
at the loan window. Whenever the grant window is open, they 
don’t line up at the loan window. 

I have taken too long. 

Chairman Ricuarps. I have taken too long, also. Suppose you had 
1 window instead of 2 windows and made an allocation of funds by 
loan and grant. You would have them all at one window. 

Mr. Houutster. That is the way it works. There are very few 
countries where the whole thing is on loan. 

Chairman Ricwarps. In every case? 

(Discussion off the record.) 

Mr. Houuster. It gets back to the philosophy of whether you 
want to pretend you have something when that something you have 
is worth nothing [security deletion]. 
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I am putting all the pressure I can in getting the loans. I am not 
entirely a free agent in everything, because others who have in many 
eases a great deal better judgment than I have, urge the contrary in 
individual cases, and we try to work out everything by mutual agree- 
ment so that the program can go forward. 

But there are some cases where you would be just fooling yourself 
and fooling everybody if you talked about the loan meaning anything 
fsecurity deletion]. = 

Chairman Ricuarps. Mr. Carnahan. 

Mr. Carnanan. Mr. Chairman, I probably won’t get much support 
in this attitude, but I would just like to say that I feel that Congress 
should create the necessary machinery to deal adequately with long- 
range, feasible developmental prejects. 

As I said, I will probably not get too much support around the 
table on that. But there are some questions that come to my mind 
regarding procedures under present legislation. I would like to go 
back to the Aswan Dam. Is the offer we have made a definite fixed 
offer, committed to writing, or is it a matter under negotiation? 

Mr. Hotutster. It is committed to writing. 

Mr. Carnanan. And then Egypt will either accept or reject? 

Mr. Hotutster. Yes, sir. 

\ir. CARNAHAN. And it is not open to further discussion? 

Mr. Hotuisrer. Anything is open to further negotiation until it is 
accepted, I assume. 

Mr. Carnawan. If it is definitely committed to writing, certainly 
we ought to know what is in it. 

Mr. Hotutstrer. | have offered to bring before the committee what 
I can get that is available. 

Mr. CarnaHan. What is the present status of the offer or the 
negotiations? 

Mr. Houuster. It has not been accepted by Egypt yet. 

Mr. CARNAHAN. Has somebody met with somebody to diseuss— 

Mr. Hoututster. There have been many meetings. 

Mr. Carnanwan. If we can carry out negotiations under such a 
project as the Aswan Dam under present legislation, why do we need 
further legislation ? 

(Discussion off the record.) 

Mr. Carnanwan. If Egypt accepts the offer, we are in position, 
financially, to carry through? 

Mr. Houursrer. Yes, but we have completely unbalanced the pro- 
gram for this year in certain places. If you had several projects of 
that kind which might come up, you unbalance it even more. 

Mr. Carnawan. Then you feel that perbaps you may be stretching 
the authority a little bit in a project of this type? 

Mr. Hottister. It is the same question that Mr. Vorys called 
attention to, that I am in the position of having some very distin- 
guished Members of Congress look at me and say, “A program was 
presented last year and now you have not followed out the presenta- 
tion. You have used money which was presented for one purpose, 
and you have used it for another.” It is a very cogent criticism. 
lhere is, however, authority to do that. 

[ am hoping I will be able to justify what has been done. 

(Discussion off the record.) 
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Mr. Houutster. The authority would be equally applicable to g 
number of projects that I might discuss, and I will be glad to discuss if 
the committee would like to have me do so where this kind of commit- 
ment might be useful. 

Mr. Carnawan. If you don’t get additional authority when g 
project as important as you consider the Aswan Dam, or several others 
come up, you will perhaps continue to negotiate for participation in 
those projects? 

Mr. Houuisrer. It would depend entirely on what our reserves 
were. If we had enough in the reserve funds to do it, we would, of 
course, do the best we could. You always have the problem, if 
for example, you are going to take a material part of the President’s 
$100 million discretionary fund and put it in one project, to 
that extent you have lessened the possibility of flexibility which you 
may need with respect to other things that come up in the course of 
the year. 

It is pretty nearly 2 years from the time we begin to plan to the time 
we obligate and a lot of things can happen in 2 years. 

Mr. Carnauan. I will close by saying, again, that I feel Congress 
should create the necessary machinery to deal adequately with long- 
range, feasible developmental projects. Thank you, Mr. Chairman. 

Mr. Vorys. Could I interrupt to say that I am myself ready to 
support long-term projects, just as Mr. Carnahan said. Perhaps my 
question didn’t indicate my own support of such a proposal, provided 
there is spelled out in the law what the other countries are to do. 

Mr. Burreson (presiding). You surprise me, somewhat, Mr. 
Vorys. Mr. Chiperfield, do you have any questions? 

Mr. CuIPpERFIELD. Not at this time. 

Mr. Burueson. If we were wholly consistent we would give no 
aid to Communists or dictatorship nations, but seemingly that is not 
the test. We give assistance to both. 

Mr. Hollister, is it not a matter of the degree of cooperation of the 
recipient country as related to the quid pro quo? It is not a matter 
as to whether they are Communists or dictatorships if their attitude is 
a proper one in the judgment of the executive department? 

Mr. Houurster. That is correct. 

(Discussion off the record.) 

Mr. Burueson. I have been hearing something about a German 
plan for foreign aid evolved through private initiative and private 
funds. Mr. Adenauer has indicated some plan I believe. Will you 
comment? 

Mrs. Ketiy. Mr. Chairman, may I correct you? Is it the Ade- 
nauer government or Krupp? 

Mr. Burueson. I think it is the idea 

Mrs. Ketuy. It is Krupp’s own personal program, point IV, X or 
something? 

Mr. Hoututster. Point 4%. 

Mrs. Ke.tty. It hasn’t anything to do with the Adenauer govern- 
ment? 

Mr. Burueson. I suppose originally it was Mr. Krupp’s idea, but 
I have understood that it has been discussed in official government 
circles. I don’t know whether that is true or not, but I so understood. 
It may not have been presented in any formal way to the government, 
but that there were discussions looking toward that idea. 
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If we embark upon a long-range commitment, and such a thing 
developed, knowing the initiative and energy of the West German 
Government, I think we all recognize there would be a problem as to 
how that would fit into future plans. Would we force our commit- 
ments on these people we are trying to help, or would we consider what 
the economic situation was in that particular country? 

Mr. HouuisterR. Perhaps I didn’t understand your question, but 
let me try to answer. You say that in a given country where we are 
civing economic aid, if some kind of private money were offered to do 
the same thing that we are trying to do, we would welcome it. All we 
are trying to do is bring about certain resulis. 

If it was private aid from this country or from any one of our allies 
anywhere, I think we would most decidedly welcome it into the picture. 
It would relieve us from certain responsibilities and accomplish the 
development which the country ought to have. I think wherever 
private money can do the job we ought to withdraw. 

(Discussion off the record.) 

Mr. Burteson. Mr. Smith. 

Mr. Smitu. Mr. Hollister, for the record, would you mind stating 
your own position with relation to the whole objective of this program? 

Mr. Houuister. Yes. Very briefly, Mr. Smith, I think this pro- 
gram is for the mutual security of this country and the other countries 
with which we have dealings. Is that too short? Is that too simple? 

Mr. Smitu. No, that is your definition. 

Mr. Houuistrer. That is why we call it the mutual security program, 
in my opinion. 

Mr. Smirn. You would say that was true, that applies also with 
reference to the military assistance as provided in the program? 

Mr. Houurster. Yes, sir. 

Mr. Smiru. How much nrilitary is there in the so-called title 2, 
development assistance? 

Mr. Houutster. In the development assistance there is no mili- 
tarv connection. In defense support, there is. 

Mr. Smiru. Defense support is covered under title 1? 

Mr. Houuister. Yes; it is in title I. 

Mr. Smitu. Exactly what is development assistance? 

Mr. Houutster. Development assistance, in general, is the economic 
aid which we offer to countries with which we have no military agree- 
ments. 

It covers Egypt, India, Indonesia, and other countries wherever 
We go in with no military agreement of any kind, and we give economic 
aid over and above technical assistance. We refer to it as develop- 
ment assistance. You will find a definition of it on page 125. 

Mr. Smirx. In other words, development assistance is in effect 
economic aid? 

Mr. Houuister. Yes. 

Mr. Smiru. Is there any economic aid under technical cooperation? 

Mr. Houuister. Well, it is economic aid, indirectly. Technical 
cooperation is not the giving of anything in a mass form, such as 
commodities, or anything of that kind. It is the exchange of tech- 
hicilans between our country and the host country, as we call it, and 
enough of physical things to permit adequate demonstration. 

_ In general, it is services, the majority of it. A certain amount of 
it is in physical things, I say, to help demonstrate whatever technical 
program we may have in the country involved. 
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Mr. Situ. It is the original concept of point 4, is it not? 

Mr. Houutster. Yes,sir. It is called point 4 pretty generally stil] jy, 
South America. Because of historical reasons, it has been listed under 
defense support in Europe. It doesn’t make any particular sense 
It started that way and is carried under that. It is still technica! 
assistance, whatever you call it. 

Mr. Sairu. I think you said before that the program evolves aroun 
requests that come to us from other countries? 

Mr. Houuisrer. Yes, sir. 

Mr. Smiru. There is no solicitation on our part of other countries 
that we stand ready and willing to offer certain kinds of aid? 

Mr. Houutster. Not to my knowledge today, because I have issued 
very strict instructions about that. I think there probably has been 
some of that in the past. It is always difficult to deal with the enthu- 
siasm of representatives all around the world. As far as I know, 
there is none of that today. 

Mr. Smiru. I am pleased to hear that, Mr. Hollister. 

Speaking of dams, again, what is the status of the dam projec 
in Iran? What do we call it? I believe it is the Karaj Dam. 

Mr. Byrp. Is Mr. Smith speaking figuratively or literally? 

Mr. Ssrira. Both. 

Mr. Ho.uutster. We participate solely in the engineering studies 
and certain minor auxiliary activities but have no money committed 
to the active construction of the dam. 

Mr. Smiru. That isn’t according to the report by the Comptroller 
General issued on Jane 30, 1955. 

Mr. Houutsrer. Would you elaborate on that, please? 

Mr. Smita. We have some commitments there, do we not, \: 
Hollister, of 2 million or more, and in addition to that about 20 o: 
30 million from the Export-Import Bark? 

Mr. Murpuy. That is correct. The mutual security program's 
contributions to the dam itself, however, are limited to the engi- 
neering costs. 

Mr. Houuister. You were referring to the Export-Import Bank’ 

Mr. Murpny. The Export-Import Bank is in there for about $3) 
million, but that is not under the mutual security program. 

Mr. Smitu. According to this report, page 45, we have a commit- 
ment there of $2,815,000. 

Mr. Murpuy. That is correct insofar as the access road is con- 
cerned, 

Mr. Suitu. What is the status of that project at the present time’ 

Mr. Houutsrer. Mr. Seager is the best person here to answer that 


STATEMENT OF CEDRIC H. SEAGER, REGIONAL DIRECTOR, OFFICE 
OF NEAR EAST, SOUTH ASIA, AND AFRICA OPERATIONS, IN- 
TERNATIONAL COOPERATION ADMINISTRATION 


Mr. Seacer. Mr. Murphy’s answer was correct on that. Ou! 
commitment there is for the engineering studies. 

Mr. Ho.urster. Is it two million eight? 

Mr. Seacer. That is the estimated cost of the access road. 

Mr. SmitH. What is the status of the project at the present time 
They don’t seem to be able to complete it. 
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Mr. Seacer. The Export-Import Bank loan has not yet been 
approved on that particular project. 

Mr. Situ. Briefly, Mr. Hollister, the report of the Comptroller 
General indicates that after they decided to build the dam and made 
the improvements they had to relocate a highway, or relocate high- 
ways, they had to build tunnels, and they had no access to the project 
at all. Then they found that they lac ‘ked certein materials. Also. 
there was a lack of basic materials. 

| am reading on page 50, Comptroller General’s report— 
such as cement and steel, and the poor start in transportation facilities provided 
obstacles to a speedier progress. 

What is the status of this project? 

Mr. Houutster. Suppose I get a complete memorandum on that. 
That will probably be the easiest way. With respect to the General 
Accounting Office’s report, which came in about a week ago, I have 
asked for a complete report on it from our people. 

If this is something we are to blame for, I want to accept it and 
explain it to you, if T can, how it happened, what we are trying to 
do to rectify it. If it is something involving the Export-Import 
Bank, we have no control over that. 

Mr. Smiru. I am not trying to fix any responsibility. 

Mr. Houuister. I am. 

Mr. Smiru. I think the taxpayers of the country, however, are 
interested in what we are doing with the money, how we are planning 
to spe nd this money. 

Mr. Houutster. I am, too, Mr. Smith. I want very much to find 
out if there are derelictions, and if they are continuing, I naturally 
want it stopped. I am as interested as you are in digging into all 
those things. 

(The information referred to appears on p. 346.) 

Mr Samira. Here is another in Iran, a cement mill. They woke 
up after the mill was constructed to find out that they didn’t have 
any materials to supply the mill. I can’t imagine a more ridiculous 
situation than that. 

Quoting from page 54: 

The mill has a potential maximum of 600 tons a day, and it is expected to pro- 
duce cement as efficiently and of a quality comparable to the most modern plant 
However, certain operating problems have arisen which may delay its effective 
utilization. The fact emerges that the capacity of the plant exceeds the suppl 
of raw materials, limestone. Such raw materials cannot be obtained without 
additional investment and new equipment. 

Then they have a cotton mill. 

Mr. Burteson. Under what program is that? 

_ Mr. Smrrxa. Under our program, the aid program. We have 
helped them with a cotton mill. If there is anybody who could tell 
us about that, I would certainly like to have them step up. We find 
out after the cotton mill was erected that they didn’t have adequate 
power to run the spindles in the mill. You will find that information 
on page 56 of that report. 

Mr. Houurster. May I make this statement, because there will 
perhaps be more of those in this report and others may be brought up. 
In saying this I am not directing my criticism to anybody who - - 
ceded me in these activities. They are very farflung and mistak 

made, and sometimes the desire of a country to do senuiailitie 
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which may be unwise has been acceded to, sometimes over the best 
judzment of some of our people. 

I am installing now in our Technical Services Bureau, and it is just 
about to get under way, an Engineering Department. The cost js 
going to be substantial, but I believe that we can save a great deal of 
money in the long run by our own adequate engineering examination 
of some of these things. We are trying to rectify things of that kind 
some of which have happened in the past. 

Mr. Smiru. I want to refer, for the sake of the record, again, to an 
article that appears in the magazine section of the New York Times 
on March 18, an article by Paay and Pierre Streit from Kabul 
Afghanistan. It says: 

The largest American-sponsored development in Asia promised much to 
Afghanistan. Instead, it has become a burden and a warning not to try too much 
too soon. 

Mr. Houuistrer. That is the Helmand Valley? 

Mr. Situ. Yes. 

Mr. Houuister. We did not finance the construction of that. 

Mr. Smirx. Who was responsible for that? 

Mr. Houuster. That was the Afghanistan Government dealing 
with the Export-Import Bank loan. The Afghanistan Government 
handled that entirely. 

We are now involved in studying it on the theory that it being an 
American project, our country is getting the blame and we are going 
to do what we can, within limits, to rectify it. 

Mr. Smiru. We are going to bail it out, in other words? 

Mr. Houutster. Perhaps that is the term. We feel if it doesn’t 
cost too much to have it established as a satisfactory thing, inasmuch 
as it is allied in the minds of the Afghans with America, it would be 
a service to get it going. 

(Discussion off the record.) 

Mr. Smiru. We were participating in that program? 

Mr. Szacer. We rendered technical assistance in the Helmand 
Valley in connection with the resettlement problems there and training 
of the local settlers 

Mr. Houuister. But we had nothing to do with the engineering 
or the construction? 

Mr. Seacer. No. 

Mr. Jupp. The Morrison-Knudsen Co. had the contracts with the 
Afghan Government. It was a private American construction firm. 

Mr. Siru. I think if you will read the record, Walter, you will find 
we were financing the construction company. 

Mr. Houutster. The Export-Import Bank? 

Mr. Smiru. It was American money? 

Mr. Houuister. Yes, sir, but that wasn’t this department. 

Mr. Jupp. The Export-Import Bank made a loan to the Afghan 
Government, and the Afghan Government hired this American 
construction firm. We flew over it. 

Mr. Smiru. Thank you. 

Mr. Jupp. The young engineers in the Afghan Government were 
trying to grow too fast. Somebody should have calmed it down. 
There is no question about that. 

Mr. Burueson. Mrs. Kelly. 
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Mrs. Ketty. My question is in line with what Mr. Smith has been 
speaking about. The World Bank is going to be responsible for 
$400 million in this Aswan Dam? 

Mr. Hoxtuster. No, $200 million; and it is expected that it will 
cost this Government and the British Government $200 million and 
perhaps a little more (the figures aren’t exact), and $900 million, 
roughly, from the Egyptian Government. 

Mrs. Ketty. What can Congress do? If the World Bank desires 
to continue this project, and Egypt goes Communist, or more Com- 
munist. What can we in Congress do? 

Mr. HouuisTeR. You mean after the money was spent? 

Mrs. Keviy. No, after the United States has been committed to 
participation in the building of this project. 

Mr. HouusterR. You mean, if the money is once spent, what can 
we do? 

Mrs. Ketty. No, obligated. 

(Discussion off the record.) 

Mrs. Kexiy. I am not making myself clear. The experts of the 
World Bank have studied this project, have come up with blueprints 
and they are in their possession; is that correct? 

Mr. Houuister. Yes. 

Mrs. Kexiy. And they have told us about it, our Government; is 
that correct? 

Mr. Houuister. That is correct. 

Mrs. Kextty. The United States has not spent any money for that 
expert knowledge, is that it? 

Mr. Houurster. That is the World Bank. 

Mrs. Kevty. We contributed nothing to that? 

Mr. Houuister. As far as I know—— 

Mrs. Ketiy. Nothing so far? 

Mr. Houutster. That is right. 

Mrs. Ketuy. Is that part of title 1 or is title 1 separate and apart 
from that original expert blueprint job? 

Mr. Houuister. I don’t quite understand what you mean. If the 
International Bank paid for all that——— 

Mrs. Ketty. Who? 

Mr. Houutster. If the International Bank. The World Bank has 
no connection with our program whatsoever. 

Mrs. Ketiy. Then we start in with title 1, is that correct, or you 
have started? 

Mr. Houuister. We start in—we used development assistance 
money, which is title 2, for this project, for this original step. That is 
all we have done. 

Mrs. Ketiy. You have mixed up title 2 and 1. I want to know 
what title 1 is. 

Mr. Houuister. You mean, phase 1 of the dam program? 

Mrs. Ketty. I am sorry. It is phase 1. 

Mr. Houuister. Yes. We start with phase 1, which is the first 
step of this work. It is distributed in several steps. 

Mrs. Kety. Phase 1 is not the engineering part of it? 

Mr. Houuster. No; it is the beginning of construction. 

Mrs. Ketty. Then our money in phase 1 is what? 

Mr. Houuster. $54 million. 

Mrs. Keiiy. We have agreed to spend that? 





172 MUTUAL SECURITY ACT OF 1956 


Mr. Houuister. We have offered to spend $54 million for th, 
Aswan dam, but there has been no agreement entered into. 

Mrs. Ketiy. They have not accepted the agreement? 

Mr. Houutster. No. 

Mrs. Ketity. What programs in Egypt did you set aside in order ty 
have that money available for phase 1? 

Mr. Houuister. I would have to say the whole Egyptian program 
planned for fiscal year 1956. We are going ahead in this year wit! 
programs that were financed from 1955 fiscal year money; is that not 
true? 

Mr. SEAGER. Yes. 

(Discussion off the record.) 

Mr. Houuister. The programs are not stopping because we are stil! 
using the 1955 money and if we should get 1957 money for certaiy 
other projects in Egypt we would be able to go ahead when July 
comes along? 

Mr. Seacer. That is right. 

Mr. Ho.uistrer. But to the extent that we have taken [securit) 
deletion] funds from this fiscal year which we would have committed 
to continue existing programs, to that extent we have set them aside: 
is that a fair statement? 

Mr. Seacer. That is right. 

Mrs. Ketity. What are the programs you took the money from? 

Mr. Houurstrer. We will tell you what the current programs ar 

Mrs. Kenty. You mean you took the money from across the board? 

Mr. HouuistEer. That is correct. As I say, there has been a lag 
in Egypt for a number of reasons, which I would be glad to give in 
detail. So, we have current funds committed in fiscal 1955 which 
carry these programs forward. We would have committed additiona! 
funds to keep these programs going. We are not committing those 
funds now because we temporarily set them aside for this other purpose 

If you would like to know in detail what the current program is, to 
what extent it would have been carried forward, what is new in it, | 
would be glad to get you a program. 

Mrs. Ketry. Is there a deadline of June 30 where those programs 
would be slowed down if we didn’t authorize this new money? 

Mr. Houutster. I wouldn’t know without talking about the in- 
dividual programs. We talked it over, and if the Congress decides 
for fiscal 1957 we should have funds available for Egypt over ani 
above Aswan Dam funds, which theoretically would have been com- 
mitted by that time, we would probably be able to move rathe 
quickly so that we would keep these programs going. 

Mrs. Key. You are going to have to appropriate here for [security 
deletivn] and you will still be a year back in the appropriation fo! 
havin, assigned it somewbere else; is that correct? 

Mr. Houustrer. That is correct. There would have to be a slow- 
ing up or abandonment of certain programs unless more fiscal 1957 
money were used than had been originally planned, in order to take 
this money from fiscal 1956 to put it in the Aswan Dam. That ts 
a fair statement. Is that right, Mr. Seager? 

Mr. Seacer. Yes. 

Mrs. Ketiy. If the Aswan Dam project goes ahead, will it ge 
the same trouble that the project is in in Afghanistan? 

Mr. HouutstEr. You mean, if badly done? 
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\rs. Ketuy. The World Bank put up the money for that, didn’t it? 

Mr. Hotutster. It was the Export-Import Bank, not the World 
Bank. There they made a loan to the Government. The Govern- 
ment did the work. 

\Mirs. Ketity. Wouldn’t it be a Government loan? 

Mr. Hotutster. It is planned that the World Bank would have 
pretty strong control over the operation. 

Mrs. Keuty. The World Bank would have a great control over the 
Aswan Dam? 

Mr. Houutster. Yes. 

Mrs. Keuuy. Is it possible our engineers would be in on that or 
would the World Bank likely get engineers from X countries? 

Mr. Hotuisrer. I couldn’t answer that. In engineering, it is hard 
to take bids. 

Mrs. Ketity. Can we see these plans that the World Bank came 

up with? 

Mr. Houuister. On this? 

Mrs. Kenuiy. Yes. 

Mr. Hotutster. I can ask. 

\irs. Keniry. Why can’t we see the whole initial setup? 

Mr. Hontuister. I will get everything I can. 

Mrs. Kevuy. I want presented to us exactly what you received. 

Mr. Houuisrer. I will get everything for this committee I can get. 

Mrs. Ketziy. That is all. 

Mr. Burteson. Dr. Judd. 

Mr. Jupp. Mr. Chairman, along the line of what Mr. Carnahan 
was saying, I want to add something about two major factors in this 
question of a long-range program. 

First, it seems to me necessary because we are in a long-range 
struggle. If we have a long-range struggle, we have te have long- 
range plans. Isn’t there a difference, however, between long-range 
plans and long-range commitments, in the sense that commitments 
are contractual, legal, binding obligations? 

Mr. Houusrer. I don’t understand this commitment to be con- 
tractual, Dr. Judd. There is every difference, of course, between a 
legal commitment or obligation, and the approval of a project, because 
one can go ahead with a long-term project and commit it all in 1 year. 
It isn’t the best way of doing things, because it makes bulges in your 
progr am, and if such a thing comes up quickly it must displace other 

natters which you might be planning. 

Mr. Jupp. I think it has been unfortunate that al] the talk about the 
President’s proposal is in terms of commitments. It is said we would 
be binding ourselves for 10 years. Isn’t it really more the sort of 
commitment that we made the day after Pearl Harbor when the 
Japanese had attacked us and we passed a declaration of war? 

Now, we didn’t guarantee that we were going to land on this island 
or that we were going to bypass that one. We committed ourselves to 
a basic task and program. We committed ourselves to winning a long- 
range struggle. We didn’t say that we will declare war one year and 
then we will sit down and examine and decide whether to fight a 
second year or not. But that is what we have been doing under our 


aid program, and I think that is one of the reasons it goes by fits and 
Start us, 
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We said after Pearl Harbor that we are going to win this war. We 
committed ourselves to it, but we didn’t lose control of our operations. 
We could call off an invasion in southern France and do one in northern 
France if that should become advantageous. 

I feel somehow or other your agency or the administration haven't 
stressed this point adequately, that we are not signing a contract. 
whereby we are hog-tied from this moment on for 10 years to follow 
a certain predetermined course. The people know nobody is that 
wise. 

As I see it, where we should make the emphasis, is that we are going 
to win this economic struggle. It will take 10 years or more in some 
places. That will give us the continuity, as the President said, but 
without sacrificing flexibility. The two are not in conflict. Contin- 
uity is necessary to give the flexibility some chance of success. Flexi- 
bility is necessary to give the continuity some chance of success, 
Is that a fair statement of what we are trying to do? 

Mr. Houurster. Yes, although I think this particular request 
goes a little beyond that. What you are saying is somewhat the same 
as what the chairman suggested, a general statement to the effect 
that we are in this thing to stay, and expect to do it the best possible 
way we can. 

Our request for authority is a little stronger, I think, in that it will 
give assurance to a country or to other financing bodies that our 
interest in some project will be on a specific basis. 

Mr. Jupp. Unless the project got out of control? 

Mr. Ho.uister. That is correct. 

Mr. Jupp. I agree with that. We are aiming to do this particular 
thing, but we may find we will have to make some modifications in it 
as we go along. The modifications are not ruled out by our commit- 
ment for a definite period of time; is that correct? 

Mr. Houurster. I would think so. 

Mr. Jupp. My second point is, that while I think a long-range plan 
is a necessity because we are in a long-range struggle, a long-range 
plan is also advantageous, particularly with the uncertain countries, 
because if they are 2 years along in a 10-year program, they won't 
want to pull out and go over to the other side because they would 
lose the next 8 years of aid. 

Some people are saying we must enter a long-range plan with only 
the countries that are solid. I think there may be even greater 
advantage with some who are wobbly. It might help keep them on 
the beam rather than pull out; is that right? 

Mr. Houutster. I think so. ; 

Mr. Jupp. There is a third suggestion or query: In these negotia- 
tions, if that is what they are, that we are having with Mr. Nasser, and 
some other people, do we sometimes say, “The Soviets have offered 
you so-and-so. Why don’t you go ahead and get all you can from the 
Soviets, and then we will consider making up what you need to com- 
plete the job?” Let them find out the hard way what it amounts to 
to make an agreement with the Reds. Otherwise they may continue 
to believe there is only wonderful green grass over on the Soviet side 
of the fence. ’ fe 

Why not play with this idea, not necessarily in negotiations, but 
suggesting informally, “If you think the Soviet offer is good, see what 
you can get. If it doesn’t work out, come around.” 
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I bet you will find them back on our side very much disillusioned 
regarding the other side, and more solidly our friends than they have 
been. 

Mr. Vorys. Governor Herter who was our colleague on this com- 
mittee when he served in Congress, made that proposal to the Chicago 
Foreign Council Committee and his speech is in the Congressional 
Record. 

Mr. Jupp. Several of our ambassadors made this suggestion to our 
subcommittee. That is where I got it. They said, ‘‘Don’t be too 
anxious. Don’t rush in too much. Say that we are interested in 
your country and want to help you out. If the Soviet Union is 
being generous, get all you can. We have a lot of other burdens. 
But if you find you need to come around in a while, maybe we will 
be able to pick up the remainder of the check.” 

I think it would be a double advantage for us to pick up the check 
at that time. Let the world discover that the Soviets promise enor- 
mous economic aid but don’t deliver. Our aid will be more effective 
and more appreciated. Thank you very much. 

Mr. Burteson. Mr. Byrd. 

Mr. Byrp. Mr. Chairman, thank you very much, sir. I was a 
little surprised a minute ago at something you said. You said that 
you were surprised at something our colleague, Mr. Vorys, said. I 
am a little surprised at something you said. 

[ just want you to clarify the situation for me because I may have 
misunderstood you. I thought that you said that this program- 

Mr. Jupp. Who is the ‘‘you’’? 

Mr. Byrp. The gentleman from Texas. 

Mr. Burteson. You had better move over, Mr. Hollister. I am 
a witness, 

Mr. Hotutster. I would be delighted. 

Mr. Byrp. I understood that the gentleman from Texas said that 
we are not so much concerned with whether foreign aid is being given 
to dictatorships or to Communists, but that the thing we should be 
concerned about is the degree of cooperation and the attitude that are 
shown by those we seek to help. 

I wonder if I heard the gentleman correctly? 

Mr. Burueson. Yes, except my statement was a question on the 
matter of the quid pro quo. 

We have not been consistent in what we have done in the past. We 
are not consistent in what we say now. I took my cue from what the 
chairman had said about the situation that we face over the interim, 
we will say, from the present to 10 years hence; that it is not a matter 
of whether a nation, Nation X, becomes an avowed Communist gov- 
ernment, but rather whether or not that government is still friendly 
and on speaking terms with the United States or whether it has its 
allegiance in Moscow. That is really the point. 

We are supporting some Communist governments. We are sup- 
porting dictatorships, and it is the degree of cooperation, in the dis- 
cretion of our executive department, as to how far we go and how 
much we do. 

I was really speaking of consistency. I do not say that I advocate 


men, but you take what you can get. Isn’t that really what we are 
dome? 
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Mr. Byrp. I think it is perhaps what we have been doing, but | 
am glad to hear you say that it isn’t what you would advocate. [| 
have a lot of respect for the gentleman from Texas. I think perhaps 
he and I are really in agreement on this thing. 

I believe, Mr. Chairman, that we are skating on pretty thin ice 
when we predicate our assistance on the basis of the attitude that these 
people can show and the degree of cooperation that they can show. 

I have come to the conclusion that deceitfulness is an art and that 
the Communists are masters of it, and that they can smile and appear 
to be peaceful and that they can do everything that is required to 
cause us to let down our guard when it is in their best interest to do so. 

So, I, for one, am not in favor of going along with using as a rule of 
thumb the attitude and the degree of cooperation these people can 
show. 

I, for one, am in favor of standing by those people who have shown 
that they are our friends, because as Congressman Judd has so often 
said, the best way to convince our enemies is to stand by our friends. 

I have a question I would like to ask Mr. Hollister. He may have 
already made some statements which would clarify this, and if he 
has, I can read them in the record. I am very much interested in 
knowing the reasons why we have been asked to make long-term 
commitments. 

Mr. Houutster. I will try to answer that. There are involved in 
the development of countries in which we are interested, projects 
which require a number of years to complete There has been a lot 
of talk about the Aswan Dam. Harbor projects would be a similar 
example. The development of a river system, such as the Mekong 
River, which serves Thailand and the three Indochinese countries, 
Laos, Cambodia and Vietnam, would take a good many years. 

There are irrigation projects and highway-network projects to 
develop certain countries both of which would take some time. 

It seems very much more businesslike to be able to say to a country 
in which we have an interest, ““‘We shall contribute a certain amount 


) each year for a given number of years in order to do this work,” 


rather than have to take a very substantial amount of money out of 
one year. This latter chokes the ability to do anything more for 
that country in that year and also takes away from our reserves. It 
is more businesslike, it seems to me, to be able to say, ‘‘We will make 
a commitment, which will obviously require appropriations, not a 
contract; but this is something we are planning to do.” 

It not only helps us in planning our program over the years but it 
also makes it easier to enlist other capital to help out in these projects, 
either capital available in the country involved, that is, private 
capital; or financial help from other countries; or perhaps the World 
Bank. 

Mr. Byrp. Mr. Chairman, I want to say that the gentleman's 
answer certainly makes me feel a little more friendly to the proposal. 
[ can see the advantages that would accrue, yet at the same time 
[ wonder what would happen if we made a commitment and later 
decided that it isn’t in our own best interest to go through with it. 
Wouldn’t we be depicted as a country that has gone back on its word’ 

Mr. Houuister. We probably would be by some interests, yes. 
I think that is one of the things that has to be faced. I think that Is 
a decision that will be up to the Congress each year and one which 
the administration should suggest to Congress. 
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Mr. Byrp. Wouldn’t it be better in view of the fact that we can’t 
fathom the future, we don’t know what a day will bring forth, wouldn’t 
it be better not to have the long-term commitments. We can’t 
evaluate the position of certain countries 10 years hence. We can’t 
evaluate or predict our own domestic economic situation even a year 
or two hence. 

We don’t know but that a depression may hit this country the next 
vear, the next year, or the next year. How then can we bind ourselves 
to make long-term commitments, especially when we are making them 
to countries that may pose as our friends today and be our enemies 
tomorrow? If they are looking for assurance, don’t you think that 
the past performance of our country is assurance enough? 

I should not think that, on the basis of our past record of perform- 
ance, we have to give any assurance to other countries that we are 
committing ourselves to proceed to the final consummation of an 
objective. 

Mr. Hotutster. You have stated the other side of it very well. 
We have thought all things considered that such an authority would 
be wise. You say we don’t have to give a commitment to a country 
because they know we would go through with it. We propose merely 
to say to the country that this is a project in which we are interested 
and which is going to last so many years and is going to cost so much. 

We are talking about the same thing that you are talking about, 
except that under the other arrangement we would have to take a 
very substantial amount of money out of a current year and set it 
aside for something which is going to last for a number of years. It 
does seem much more businesslike and enables us to plan a good deal 
better to do it the other way, to say nothing of securing current 
money from other sources as we go along. We do think and feel 
strongly our proposal will be advantageous. 

Mr. CurpeRFIELD. Will the gentleman yield? 

Mr. Byrn. If I have the time, I will be glad to. 

Mr. CurperFIELD, Mr. Hollister, here is another point. You are 
asking us to make long-range commitments for developments of rivers, 
dams, and so forth. Every one of us in our district has flood problems, 
soil problems. For example, I have an authorization for a flood con- 
trol on a river in my district, construction that was authorized in 
1948. I ran into a decree that we couldn’t have any appropriation 
unless we could show that development was in the interest of national 
defense. It wasn’t enough that it was in the interest of flood control. 

We have a duty to our constituents. Every one of us has projects 
like that. We fight unsuccessfully trying to get them, and yet we 
give billions over there to build dams, as my distinguished friend 
from Wisconsin said, and it burns us up. 

Mr. Houuster. Mr. Chiperfield, I know exactly how you feel. 
served in Congress myself. 

Mr. CurperFrIep. I know you did. 

Mr. Hoututster. The only answer I can make to you is this: We 
ought not to spend a cent abroad in tnis kind of thing unless we feel 
it is a part of our security plans. Unless we can justify this long-term 
program, unless we can justify the different projects as a worldwide 
effort to improve our position in the world, we ought not to do it. 

Mr. CutprrFteLp. Some of our own projects ought to have a little 
priority. 
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Mr. Houutster. A list of priorities is something I can’t get into, 
Obviously, the Congress is faced with the necessity of making appro- 
priations, trying to get within the budgets that the administration 
has set down, and obviously everything is a matter of relative priority, 

I am merely here to indicate as strongly as I can the feeling of the 
administration, that a program of this nature in its general aspects 
is something which this country needs badly. 

Mr. Burueson. Will the gentleman yield? 

Mr. CuiperriEvp. That is all. Mr. Byrd has the floor. 

Mr. Byrp. I will be glad to yield to my friend. 

Mr. Burueson. Especially is what Mr. Chiperfield said true, if you 
voted against the Colorado River project. 

Mr. Vorys. Will the gentleman yield to me? 

Mr. Byrp. I am afraid my time is running out. I would like to 
finish my statement. I think that the gentleman has made a very 
fine presentation of the program for the administration. I want to 
compliment him. I am sorry I was not here when he was giving 
his statement. 

But I am just afraid that we are going hog wild in an effort to outbid 
the Communists. I don’t believe that they can make all of these 
loans that they are talking about. If they do, I think that they are 
going to undermine their own economy to the extent that it may 
encourage a revolution in Russia. So, I, for one, would like to see 
them overextend themselves and come to the conclusion which we 
have learned so bitterly that money won’t buy friends. 

This final question. I can possibly go along with some long-term 
commitment to Turkey, Pakistan, and Formosa. Is this thing en- 
visaged to apply to people who like to run with the hare and hunt 
with the hound, such as Mr. Nehru? Is it expected to apply to the 
neutrals, to countries that haven’t shown that they have reached 
any conclusion as to what side they are going to be on when the chips 
are down? 

(Discussion off the record.) 

Mr. Ho.urster. The only answer I can make to that is whoever 
administers this program, I am sure would do his best to use it in the 
— where he thought it would do the most good for our country. 

can tell you of individual projects I would want to consider. What 
might develop, I wouldn’t know. I don’t think we would want to 
be limited to particular countries. 

I want to make some comment on the remark that there was some 
danger of going hog-wild. I am in full agreement with what you say. 
I should point out the request for nonmilitary appropriations this year 
is only slightly more than the request last year and only a couple of 
hundred million dollars more than the appropriation of last year. 
Therefore, there is nothing in this which indicates a desire to outbid 
the Russians. What may be wild promises and what may turn out 
to be sound we don’t know yet. There is the earnest desire, however, 
to secure the flexibility which we think we ought to have in order 
to meet that kind of thing. 

There are some places where the expenditure of a certain amount 
of money would be valuable. There are some places where it would 
probably be foolish for us to try to meet everything they are trying 
to do. In such a changing world, I think it would be a great mistake 
to try to lay down guidelines which are too narrow. There has to be 
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a certain amount of flexibility in order to meet the exigencies that 
arise from day to day. 

Mr. Byrp. Thank you, Mr. Chairman. 

Mr. Jupp. Will the gentleman yield? In connection with one 
thing the gentleman from West Virginia said, that if these countries 
went off the beam and then we didn’t carry through with these 
programs we would be accused of having broken our word. Isn’t it 
true that if any country took an anti-American position or didn’t 
fulfill its part of the bargain, neither legally nor morally nor from the 
standpoint of public opinion would any blame attach to the United 
States if it failed to carry through some agreement that the other 
side had violated? 

Mr. Houtuster. I think the accusation might be made, but it 
wouldn’t be worth much. 

Mr. Jupp. Everybody would expect us to interrupt our aid. I 
think most have been surprised at some of the things we have some- 
times continued to carry on where it seemed to me a self-respecting 
country would be expected to walk out. 

When I married this woman, I of course could not guarantee that 
she would be faithful for 50 years; if she runs off after the first 28, 
probably people won’t blame me too much if I quit supporting her. 
But I still got married in the hope and belief that it would work out. 

Mr. Houuister. You allowed General Gruenther to tell a story the 
other day. I might tell one that I think is appropriate here. Dis- 
cussion off the record. 

(Discussion off the record.) 

Chairman Ricuarps. Mr. Prouty. 

Mr. Proutry. Mr. Hollister, if, on occasion, we are unable to per- 
suade a basically friendly country to accept our views entirely should 
we write that country off as a bad risk or should we continue to do 
whatever seems reasonable to encourage it to come around to our way 
of thinking? 

Mr. Houtister. I think we have to stay with the game in many 
cases, even when things look a little black. I think it is part of the 
game. Every country has to be analyzed, and the program analyzed 
and the future analyzed. It is a difficult problem. Lots of mistakes 
will be made. 

I don’t think it would be a wise course to abandon work we have 
done in a particular country because for the time being things might 
not be going as smoothly as we would like. 

Mr. Proury. There is one major argument which I think is going 
to be raised against this proposal, particularly in view of the hearings 
before the Senate Committee on Internal Security; namely, that some 
of our friends are trading with the Communist bloc. 

(Discussion off the record.) 

_ Mr. Houutster. Incidentally, when the remark was made before 
Senator McClellan’s committee suggesting it was wrong to have just 
a few Senators know about it and that the whole Senate should be 
informed, I pointed out to Senator McClellan that counting all the 
members of his committee to whom we offered to give this infor- 
mation confidentially, and counting the members of the Senate 
Foreign Relations Committee, Appropriations Committee, and Armed 
orces Committee, there were 66 Senators who had the information. 

f you count the Members of the House on the corresponding com- 





180 MUTUAL SECURITY ACT OF 1956 


mittees there would be a substantial number who had received this 
information. 

Mr. Provuty. One other question. Would it be possible for us to 
get a complete and specific breakdown of the economic aid programs. 
for example, in one or two of the small Central American countries? 

Mr. Ho.uisrer. It is in your presentation books. We give a 
breakdown on participants coming to this country, costs of that, what 
technicians we send to those countries, and so forth. 

Mr. Prouty. What they are doing? 

Mr. Houusrer. It gives a short description of what they are doing. 
which we will be glad to amplify. This includes a division of how 
much is used for physical items and how much for general overhead: 
it is quite complete but if it isn’t detailed enough in the book— 

Mr. Provury. I haven’t had a chance to go through the books. 

Chairman Ricuarps. I think you will find that they have done a 
pretty good job on the books. 

Mr. Houuistrer. If you look it over, and if you haven’t what vou 
want, we will get it for you. 

Chairman RicHarps. Mr. Bentley. 

(Discussion off the record.) 

Mr. Bentiny. One more question, and that is this: I would like at 
some time during these hearings to get a memorandum that would 
show which countries we are sending foreign economic aid at the 
present time, of internal conditions of their own which make the 
investment of private risk capital from American sources almos' 
impossible or at least unsatisfactory. I am specifically thinking, sir, 
of countries which you might say because of their semisocialistic form 
of government are unattractive to private capital, and I would like 
to know to what extent we are participating where we couldn’t get 
private capital to do the job. 

Mr. Hottutster. In the presentation book there is a statement on 
that. We would be glad to amplify it, to give you a memorandum 
indicating which countries make it unattractive, because it varies 
We can tell you where countries have entered into agreements unde! 
which investment guaranties could be made. We can tell you whicl: 
countries have unfavorable tax laws and those which have provisions 
limiting percentages of investment in local companies. We could 
show the countries that have no such restrictive laws, but it mig! 
be difficult to draw conclusions from this. 

Mr. Bentiery. The conclusions may be drawn, may they not 
the extent of how much capital has gone in there? 

Mr. Houuister. Not necessarily, a country might try to attrac! 
capital but its economic or political situation could be such that 
capital does not want to go in. We are always, trying to induc 
these countries to make it as attractive as possibie fur private capital 

Mr. Bentiey. The purpose behind my question is to find to what 
extent our aid program is having to supplement-—— 

Mr. Houuister. I am sure you are. I will get you as goo! 4 
memorandum as we can. I will make a note of it. 

Mr. Bentiey. Thank you, Mr. Chairman. 

(The informa:ion requested appears on p. 327.) 

Chairman Ricuarps. Are there other questions? 

(Discussion off the record.) 
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Chairman Ricuarps. Mr. Hollister, we appreciate your coming up 
agal. 

Mr. Vorys. Could I make one comment before we close? It will 
only take a moment. 

Chairman Ricnarps. Mr. Hollister has another engagement. I 
promised to get him away. If it will only take a minute. 

Mr. Vorys. I want to quote our chairman on long-term commit- 
ments: 

Technical assistance should be continued and sound projects should be author- 
ized under a 3- to 5-year basis in order to facilitate better advanced planning by 
recipient countries and by our own agencies. 

That is from a report by Messrs. Vorys and Richards. So, if you 
have sound planning and meet the criteria stated there, you might 
cet some long-term commitments. 

Chairman Ricuarps. I would like to point out that wording was for 
long-range planning and not long-range commitment of funds. 

Thank you, Mr. Hollister. We will excuse you now. Off the 
record. 

(Discussion off the record.) 

Chairman Ricuarps. The committee stands adjourned. 

Whereupon, at 12:50 p. m., the hearing adjourned.) 
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TUESDAY, APRIL 10, 1956. 


Hovst or REPRESENTATIVES, 
CoMMITTEE ON ForEIGN AFFAIRS, 
Washington, D. C. 
The committee met, pursuant to call, in room G-—3, United States 
Capitol, at 11.a.m., Hon. James P. Richards (chairman) presiding. 
Chairman Ricuarps. The committee will come to order, please. 
We will continue hearings on H. R. 10082, ‘““To amend further the 
Mutual Security Act of 1954, as amended, and for other purposes.” 
We have again with us this morning Mr. McGuire, Deputy Assistant 
Secretary of the Department of Defense. 
Mr. McGuire, did you particularly want to touch on some matters 
before any questions are asked? Do you have another statement that 
you wish to give? 


STATEMENT OF E. PERKINS McGUIRE, DEPUTY ASSISTANT SECRE- 
TARY FOR INTERNATIONAL SECURITY AFFAIRS, DEPARTMENT 
OF DEFENSE 


Mr. McGuire. We came prepared to discuss the unexpended bal- 
ances that we have. 

Chairman RicHarps. I have some questions that I want to ask on 
that. 

Mr. McGuire. We would like to make a statement in respect to 
that. We have several charts to show, also. 

Chairman Ricuarps. All right. 

Mr. McGuire. The statement is not classified. This chart was 
previously shown by Mr. Hollister, and is not included in the group 
of facsimile charts that we have prepared for the committee. 

(The chart is as follows:) 

Cuart No. 1 


APPROPRIATIONS, EXPENDITURES and UNEXPENDED BALANCES 


“| MILITARY ( Billions of Dollars ) WOW-MILITARY 





9 


8/- a 


- : 
ANNUAL TOTAL 
APPROPRIATION UNEXPENDED 
| 
APPROPRIATION ON 
| ie | ~—_—_———- 


ae : 
——ANNUAL EXPENDITURES 
a 4 
“I 





ANNUAL 
~~ EXPENDITURES TOTAL UNEXPENDED APPROPRIATION 
ON JUNE 30 


1949'50 ‘5! '52 '53 ‘54 '55 ‘56 If 1949'50 "5! ‘52 ‘53 '54 '55 ‘56 ‘57 
st. 


‘ Est. Est 
US. Fiscal Years 
183 








184 MUTUAL SECURITY ACT OF 1956 


Chairman Ricuarps. This statement you are talking about js 
prepared for the record? 

Mr. McGutre. I would like to read it because it covers the details. 

Chairman Ricuarps. All right, sir. 

Mr. McGuire. The other point I would like to make on these 
facsimile charts is that the first three are classified and the others 
are not. 

Chairman Ricuarps. The first three of what? 

Mr. McGutre. Of these charts. These are some new charts. 

Chairman Ricuarps. These are new charts? We haven’t had 
these before? 

Mr. McGutre. No, sir. 

Chairman Ricuarps. The first three are classified? 

Mr. McGuire. Yes. The others are not. 

Chairman Ricuarps. You have them marked confidential? 

Mr. McGuire. Yes, sir. 

Chairman Ricuarps. And the other three are not marked? 

Mr. McGuire. That is right, sir. 

Mr. Chairman and members of the committee: Prior to the Easter 
recess, special interest was exhibited by members of the committee 
in a detailed explanation of the necessity for $3 billion new appropria- 
tion for military assistance. 

This is a natural question in view of the unexpended balances of 
prior appropriations which will remain available at the end of the 
current fiscal year. 

I shall discuss certain aspects of this matter. Colonel Critz (who 
has developed the charts which will be shown) will go in greater 
detail into the programs and into the planned expenditures of (1) the 
unexpended portions of existing appropriations, and (2) the proposed 
appropriations for fiscal year 1957. 

Mr. Hollister and Mr. Gray have both explained to you in overall 
terms the situation with respect to the expenditure of past appropria- 
tions and referred to the charts in volume 1 of the presentation books 
at pages 45-48, which have been given to you. 

Youwill recall that the larger chart was shown to you by Mr. Hollister 
which illustrates this situation in graphic terms. To refresh your 
recollection of it, I show this chart again. That is the chart to which 
Colonel Critz is pointing in back of you. As you can see, it reveals 
the following principal facts: 

(1) Annual appropriations in 1951 and 1952 in the early days of the 
MDA program were at a level of over $5 billion a year; they were 
around $4 billion in 1953, $3.2 billion in 1954, and about $1 billion for 
each of fiscal years 1955 and 1956. 

(2) Expenditures very naturally lagged behind appropriations, with 
the result that by June 30, 1954, there was an unexpended balance of 
$7.7 billion. 

(3) In each of fiscal years 1955 and 1956, expenditures have rut 
nearly $1.5 billion above appropriations. As a result, it is expected 
that the unexpended balances will have declined by about $3 billion 1 
the 2 year period ending next June 30, 1956. 

There will then remain, according to the present estimate, about 
$4.7 to $4.8 billion of unexpended military assistance appropriations. 
This is about 2 years’ expenditures at present rates. 
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The requested fiscal year 1957 authorization for military assistance 
is about $3 billion, which includes: 

(1) $530 million for advanced weapons for which (with minor ex- 
ceptions) there have been no earlier appropriations, and 

(2) $2.47 billion for other military assistance—about 1 more year’s 
expenditures. 

All this, prior witnesses have told you. But the basic question 
remains: Why, when $4.7 billion will remain unexpended from prior 
appropriations, is $3 billion more required for the fiscal year beginning 
on July 1, 1956? 

Colonel Critz and I will try to answer that question fully and 
accurately. To do so will take some careful analysis of 

(a) The purposes for which the unexpended balances of past ap- 
propriations will be spent, and 

(6) The purposes for which the money asked for fiscal year 1957 
is needed. 

This is a complicated accounting and planning matter. In order 
to explain it a number of charts have been prepared. They are not 
as simple as we would like, but we want to place the whole story 
before you. I hope that they will clarify the matter. 

(A chart was shown entitled ‘“MDAP Undelivered and Unex- 
pended’’.) 

Mr. McGuire. This chart shows the undelivered or unexpended 
MDAP money for 1950-56. It is a pie chart. We estimate there 
will be about $4.7 billion—but, at this stage of the year, precise 
estimates cannot be made. 

Mr. Aparr. What figure last year would correspond to this $4.7 
billion? 

Mr. McGuire. Last year’s figure? 

Mr. Apair. Yes. 

Mr. McGuire. I think we can show you that. Itis on Chart No. 1. 

Mr. Aparr. I am trying to get a comparison of the two figures. 

Mr. McGuire. It is $6.2 billion. 

Mr. Aparr. Last year at this same time? 


STATEMENT OF COL. H. H. CRITZ, OFFICE OF PROGRAMING AND 
CONTROL, OFFICE OF ASSISTANT SECRETARY FOR INTERNA- 
TIONAL SECURITY AFFAIRS, DEPARTMENT OF DEFENSE 


Colonel Crirz. It would be about right there. 

Mr. Aparr. That would correspond to the $4.7 this year? 

Mr. McGuire. Yes. 

Mr. Apatr. It dropped about a billion and a half? 

Mr. McGuire. Yes. 

For example, deliveries of airplanes during the past winter and 
early spring have been delayed by bad weather which has hindered 
flying the planes across the Atlantic for delivery to recipient countries. 
Rates of deliveries should rise rapidly with good weather. Even so, 
Wwe may fall below the anticipated level of $2.4 billion of expenditures 
for fiscal year 1956. 

All of the funds heretofore appropriated for military assistance 
have been programed against existing requirements, and approxi- 
mately 94 percent of the wnexpended appropriations of $4.7 billion 
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will have been obligated by June 30, 1956. That is, the Department 
of Defense will either have— 

(1) made contracts, principally through the armed services, for 
the expenditure of these funds, or 

(2) given orders to the services for military end items for which 
funds will have been “reserved”, pursuant to the Mutual Security 
Appropriation Act of 1956, section 108. 

Contained among the money estimated to be unobligated on June 
30, is $47 million for NATO infrastructure. Obligation of this 
money is controlled by the North Atlantic Treaty Organization. 
This is one example indicating that it is beyond the control of the 
Department of Defense to insure obligation of all appropriations in 
any given fiscal year. 

Additionally, it is possible that, among other amounts, some of 
the unexpended fiscal year 1950-56 funds available for packing, 
crating, handling, and transportation, and for training will not have 
been obligated. It is too early to tell whether this will be so. If it 
is so, at a later date, the Department of Defense may, for these funds, 
either suggest that they be allowed to lapse or that the requested 
fiscal year 1957 funds be correspondingly reduced. 

The breakdown of the unexpended balance of $4.7 billion is shown 
by chart No. 2. I will try to cover the contents of each category 
in detail. . 

Mr. SeLpEN. Do you have a figure on how much of the $4.7 bil- 
lion is obligated now? 

You say 94 percent will be obligated on the 30th of June. How 
much is obligated as of the Ist of April? 

Colonel Crirz. It is about 92 percent right now. 

Mr. Seven. Thank you. 

Mr. McGuire. The Air Force accounts for three-eighths of this 
amount. This Air Force amount is large for several reasons, among 
which are: 

(1) Airplanes are long lead time items, as a later chart will show. 
These (except for some offshore procurement) are obtained in the 
United States through the Air Force. Funds are reserved when the 
order is placed. These funds are not expended until the plane is 
delivered many months later, sometimes 2 or more years. Many 
planes included in military assistance programs are models (originally 
produced for our own Air Force), which are now being replaced by 
long lead time newer models. 

Chairman Ricwarps. As I understand it, lead time on these air- 
planes used to be about 18 months. 

Mr. McGuire. I think you are referring to the actual manufactur- 
ing lead time. 

Chairman Ricuarps. I am talking about all of it. 

Colonel Crirz. May I suggest, Mr. Chairman, we are going to have 
a chart to show you that. 

Chairman Ricnarps. All right. We can go into that later. It has 
been testified that you are cutting down the lead time. We will find 
out about that later. Go ahead. 

Mr. McGuime. The planes destined for our allies cannot be released 
until the new plane is available to our own forces. Even then, the 
money is not expended until 2 or 3 months after the new plane !s 
delivered. 
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(2) Spare parts are usually ordered when the airplanes are ordered. 
They can be more efficiently and economically procured with the 
planes. The funds are reserved when the parts are ordered from the 
Air Foree. Military assistance funds, however, are not shown as 
expenditures until the Air Force actually delivers the parts. To 
maintain proper inventory control, the Air Force delivers ‘follow on’’ 
spare parts only upon requisition. This may mean, of course, a very 
considerable lapse of time between the delivery of a plane and requisi- 
tioning of spare parts for it, thus further deferring expenditure of these 
monies. 

(3) There have been production and developmental delays in one 
or more of the types of airplane included in, or related to, the programs 
already funded which have delayed expenditure of these funds. 

The next section of the chart shows the Army. That is in green. 
About one-fifth, $1 billion, of the unexpended balances will be Army 
items. Of these, some will be used for long lead time items, for ex- 
ample, ammunition procured offshore. Others will be spent fairly 
promptly in fiscal year 1957 for example, tanks already on order, 
‘maintenance. 

Mr. Vorys. What do you mean by saying ammunition now is a 
long lead time item? I thought we had in effect so that ammunition 
was no longer a long lead time item? 

Mr. McGutre. I think you are correct in that, with this exception, 
that ammunition which is procured offshore may get into the longer 
cvele 4 

'Mr. Vorys. I am talking about offshore procurement. 

Mr. McGurrr. Depending on the manner in which you place 
your contract, whether on an expedited basis or to be stretched out to 
the mmimum requirements that you need to maintain that facility. 

Mr. Vorys. That doesn’t sound like long lead time to me. 

Mr. McGurre. I think, Mr. Vorys, when we come to the chart 
covering the long lead time we can show that to you in detail and 
cover that point for you. 

Navy: The Navy unexpended balance ($400 million) is largely 
for ships. These are long lead time items, many of which are obtained 
through offshore procurement. 

The next segment is the German program. You will notice that 
a very large segment of the unexpended balances represents funds 
reserved for the German program but not spent. German rearma- 
ment has moved forward more slowly than was originally anticipated. 
A portion of the equipment designed for Germany has been delivered 
and is now in storage. This has been paid for from military assistance 
funds. The balance has neither been delivered nor paid for. This 
remaining equipment for the German forces has been ordered (or 
reserved) and the funds to pay for this equipment have been obli- 
gated. The services will not be reimbursed for this equipment until 
the German forces are ready to receive it. This means that much 
of this will not be delivered until fiscal years 1958-59. The equip- 
ment, however, remains programed and obligated, although unex- 
pended, 

_ Nonregional: This item of $700 million includes principally various 
items of a long-term character, such as infrastructure, mutual weapon 
development, and facilities assistance, and miscellaneous items (both 
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long term and short term) such as packing, crating, handling and 
transportation and nonregional costs of training. 

As will be demonstrated in detail by some of the charts which follow, 
the items which will be represented by unexpended balances on June 30 
of this year will not be suitably distributed among the various cate- 
gories of materiel to fulfill the future requirements of military as- 
sistance. 

(A chart was shown entitled “MDAP Fiscal Year 1957 Proposed 
Program.’’) 

Mr. McGutre. The Break Out of Fiscal Year 1957 Requested 
Funds: In the presentation books (vol. II, at pp. small Roman 
numerals ii and iii) there is a break out of the $3 billion for military 
assistance by country and by the various items of nonregional pro- 
grams. Chart No. 3 shows this break out, with two major modi- 
fications, made for the purpose of clarity: 

(1) The $195 million of advanced weapons already allocated in 
NATO countries has been subtracted from the allocations to these 
countries and grouped with the $335 million of unallocated advanced 
weapons—a total of $530 million. These advanced weapons (with 
minor exceptions) are a wholly new type of military assistance and 
there is thus no possibility of any duplication of older appropriations 
with respect to these long lead time items. These must be ordered 
now if they are to be available in later fiscal year 1958 and fiscal year 
1959. 

(2) Training programs have been removed from country totals. 
This training expenditure will largely be made in fiscal year 1957, 
Thus, the remainder of the country programs represents principally 
equipment, whether it be end-items for buildup to desired force levels 
or maintenance and attrition items. Money for military soft goods 
and some construction is also included. 

Advanced weapons: Referring to the chart, the largest item is the 
$530 million for advanced weapons, one of the most vital items in 
the whole 1957 program. Mr. Gray and General Gruenther have 
both emphasized the importance of this. 

Miscellaneous includes several groups of expenditures, some of 
which are or may be long-term items, namely, infrastructure of $75 
million. 

Funds must be available before mutual commitments with other 
nations are made. No new authorization is now sought, as these 
funds have already been authorized. 

Mutual weapons development, $58 million. Other of the mis- 
cellaneous items are shorter term; for example, packing, crating, 
handling, and transportation, $134 million (which in general follows 
the trend of the delivery of end items), and training, $103 million. 

[Security deletion.] 

(Discussion off the record.) 

(A chart was shown entitled ‘Lead-Time Analysis—M DAP.”’) 

Mr. McGuire. The next chart I would like to show you covers the 
matter of lead time on which you asked a question, Mr. Chairman. 

One important reason for needing funds now is lead time. ‘This 
committee, of course, knows what lead time is. However, lead times 
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change from time to time and we wish to give you the up to date 
picture as we see it. Chart 4 is designed to do this. | 

Lead time falls into three parts: (1) Initial administrative lead 
time; (2) production lead time; and (3) time required for delivery and 
expenditure. ty yg , 

(1) Initial administrative lead time: This is the time required to 
reprogram after appropriations are available and to get allocations 
of funds. This part of lead time is essential for proper program and 
fiscal control. 

When appropriations are received, programs, made many months 
before, must be adjusted to the available funds. In fiscal year 1956, 
appropriations were received in August 1955. Reprograming was 
not completed until January 1956. Allocation of funds, a further 
2-3 months process, is just now being completed. 

We are not satisfied with this performance. We would like to see 
this process completed in 4 months by further simplification and 
streamlining of the administrative process. 

Chairman Ricuarps. How much have you gotten the lead time 
for programing down since the beginning of this program? 

Colonel Crirz. Our experience this year, as you can see here, indi- 
cates quite lengthy lead times. Compared to prior years it is about 
the same. We have not cut it down a great deal in fiscal year 1956. 

Chairman RicHarps. It is cut down how much this year? 

Colonel Critz. We have it down to about 8 to 9 months now. 

Chairman Ricuarps. Programing? 

Colonel Critz. Overall. The programing, the funding and ap- 
proval to the military departments and their letting of contracts, and 
so forth. 

Chairman RicHarps. It used to be what? 

Colonel Crirz. Last year it took us longer than that. It took us 
about 10 or 11 months. 

Mr. Vorys. May I interrupt, Mr. Chairman? 

Chairman Ricuarps. Yes. 

Mr. Vorys. When you say, “programing,’’ you mean reprogram- 
ing? 

Colonel Critz. Right, sir. 

Mr. Vorys. For the life of me, I can’t see how, if you have a good 
program, it takes you 6 months to do the funding of the money you 
get compared to the money you were hoping to get. It isn’t program- 
ing; am I correct? 

Colonel Crirz. It is reprograming. 

Mr. Vorys. You mean to say that it takes you 6 months to repro- 
gram after you get your appropriations? 

Mr. McGutre. You have to go back and practically start over 
again, to reevaluate where the material should go from the point of 
view of priorities. 

Colonel Crirz. May I just run through it for you? For example, 
on the 2d of August last year, when we received our appropriations, 
we took our reduced funds, reduced the amounts which we had plan- 
ned, and then again went to the field so that we were certain to get 
the highest priority requirement from those countries on the reduced 
amount. 

That came back into the military departments. We remade the 
program and then processed it through the other agencies of the execu- 
tive department. It took us until that time right there. 
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Mr. Vorys. You mean to say that you didn’t get priorities when 
you made up your original program? 

Jolonel Crirz. Sometimes one of our priorities is dependent upon 
another. We go back out to the field to verify that on the reduced 
amount we get the proper balance of equipment. 

Mr. Vorys. On any war plan, as I understand it, you plan in ad- 
vance for casualties, and what you will do if you have casualties, be- 
cause you feel pretty sure you may have them. 

I should think that programing of military aid funds would involve 
planning for possible casualties on Capitol Hill, and would not require 
a 6-months’ delay after Congress acts. 

Colonel Critz. We do program on that basis, sir, but in order to 
verify any change in the situation or any changes in priorities since 
the time the program was submitted, we give the field another look 
at it before we put it in final form. 

Mr. McGutre. That is one of the areas, frankly, in which we think 
we can make some progress by having these priorities on a more 
refined basis. We are working on that for 1958. 

Colonel Crirz. Our initial directives have already gone to the field 
for 1958. We hope to have the initial estimate of the program by 
July and have the final program by November. 

Chairman Ricnarps. You are talking about 1958? 

Colonel Crirz. Yes, sir. It will be, as you say, Mr. Vorys, on a 
priority basis, so that, if, as you say, casualties occur, we chop off the 
bottom. 

Mr. McGurre. It will be a much more detailed priority schedule. 

Mr. Vorys. That is good, anyhow. 

Mrs. Keuuiy. Mr. Chairman, could I ask a question? I just came 
in. If it has been answered, I can read the answer in the record. 

As I understand, there is much in stockpiles. For instance, for the 
German Army, you have material in stockpile. 

Mr. McGuire. We have a stockpile in Germany. 

Mrs. Keuuy. There is little in the pipeline. Is there highly new 
scientific equipment in stockpile? Ifso, your deliveries could be taken 
from the stockpiles? 

Mr. McGutre. The only stockpile we have, Mrs. Kelly, that is of 
any major size is the so-called German stockpile. 

That German stockpile has been reviewed from the point of view 
seeing that the equipment in that stockpile is of the up-to-date type. 

Mrs. Keuuy. I was going to ask that. 

Mr. McGuire. That has been done. 

Mrs. Ketuy. What if it is obsolete? 

Mr. McGuire. It has been programed to countries which do not 
need as modern equipment. [Security deletion.] 

Mrs. Keuty. Is that all over Europe? 

Mr. McGuire. The stockpile, of necessity, is not located in Europe. 
Some of it is located in warehouses and depots here. They are 
segregated. 

Mrs. Ketty. I am talking about ammunition. 

Mr. McGuire. They are not represented in the unexpended 
balance. We have paid our money out for them, and we are delaying 
delivery, until the time that the Germans are able to receive the 
material. 

Mrs. Kretiy. You have pulled out what is obsolete? 
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Mr. McGutre. We have done that. I think it is quite obvious, 
particularly in the case of Germany, that we are dealing with people 
who have great technical skill and know-how, and we would be wrong 
in giving them equipment that would lose all for us the good will we 
might have gotten. 

Have I answered your question? 

Mrs. Kuuuy. Yes. 

Mr. McGuire. This is our objective. We do not expect to see 
this objective accomplished in the next fiscal year. However, if fiscal 
vear 1957 appropriations are available on July 1, we hope to finish 
reprograming and allocation of funds by December 31, 1956—6 
months instead of 8. 

Before going into this, I would like to point out to you that in 
estimating the time it takes from the obtaining of funds to the actual 
delivery of the equipment—which is when it is charged out on the 
books so that it shows as an expenditure—you must add the pro- 
graming factor, then you order your goods, and then, after the pro- 
duction lead time, you have the delivery. 

Production lead time: The second section of the chart shows pro- 
duction lead time for representative items. ‘These are reorder items 
for domestic United States production, except in the case of Navy 
OSP items. These bars show the time which must elapse after Jan- 
uary 1, 1957—when it is hoped the initial administrative work will 
have been completed—before the first delivery of the different types 
of items could be made. Production delays could extend this period 
somewhat. 

Procurement offshore: This increases both the period required for 
negotiation and production time. Also, in order to maintain the 
mobilization base provided by continued operation of the most essen- 
tial production lines overseas, slower rates of production than originally 
planned have been accepted. This is the same policy as has been 
maintained in some cases for defense production for our own forces in 
the United States. 

Delivery and expenditure: At the end of each horizontal bar is a 
dotted-line extension of the production bar. This represents 3 months, 
estimated as approximately the average minimum period, following 
the end of production, necessary to make the delivery and record 
the final expenditure for the item produced. In some cases, for ex- 
ample, naval items, the period may be much longer due to sea trials, 
and so forth. 

It is largely in relation to these lead times that the “time phasing” 
of expenditures from 1950-56 and 1957 appropriations, shown in 
later exhibits, has been worked out. 

Colonel Crirz. I will run through just one specific example. 

_Chairman Ricnarps. I want to get back to this cut in lead time. 
There is nothing in your chart that shows any cut in lead time over 
the past 1, 2, 3, 4, or even 5 years? 

Colonel Crirz. No, sir. 

Chairman Ricwarps. Secretary Wilson told us that was one of the 
problems that he was workiag on 2 years ago. Take planes. He 
said that he could cut it down a lot. 

_ Colonel Crirz. You will notice this new plane which we are proceed- 
ing on in our program, the F-100. Six months lead time up to here. 
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Of course, that has nothing to do with the production. So, our 
actual production starts here, and each of these lines is 6 months. 
So, it is 18 months, which is shorter than it was in the past. But 
by the time we actually, of course, deliver the item and refund the 
Air Force for its delivery it runs out 3 more months; 18 months js 
now the time on this F—100 aircraft. 

Chairman RicHarps. You haven’t actually cut down on lead time? 

Colonel Crirz. Not a great deal. 

Chairman Ricnarps. You usually term it lead time. Do you 
count programing in lead time? 

Colonel Crirz. Yes, sir. 

Mr. McGuire. We add both administrative time and production 
— get the final lead time. We are combining the production and 

unding. 

Mr. Vorys. Is this “Selected items’ part supposed to represent 
the 6 months of programing and funding? 

Colonel Crirz. Right, sir. That represents the 6 months adminis- 
trative lead time. ‘Then right here is where you actually let your 
contracts. Here is where your production starts. 

Mr. Vorys. It takes 24% years for a F-100, 2% years? 

Colonel Crirz. Two years, and three months for the delivery; 
yes, sir. 

Chairman Ricuarps. Do you count in lead time the delays caused, 
for instance, by varying conditions in our own demand? 

Mr. McGuire. We have to take those into account. 

Chairman Ricwarps. Then why in the world would it stay as it 
is? Why wouldn’t it be cut down a lot from what it was at the time 
of the Korean emergency, for instance? I just can’t see it. We 
were diverting a lot of stuff then from the mutual security program 
because Korea rightly had the first priority. You are about as far 
behind now as you were then on lead time. 

Mr. Vorys. I have carried in my head a figure—3 years to build 
a jet fighter. I can’t understand why an F-86 would take so much 
longer than an F—100, which is a later number. 

Mr. McGurre. Part of the reason on the F—86 is that a good many 
. those coming to us are coming out of the Air Force on a replacement 

asis. 

When the Air Force orders more modern aircraft and they are 
delivered, they have to take the F—86 out of the program, rehabilitate 
it and put it in first-class condition. So, we have two factors in- 
volved in that transaction. We have the factor of the lead time 
of—let’s say it is an F—100 which is going to replace the F—86—we 
have the factor of the lead time of the F-100. When that is delivered 
to the Air Force, they turn over the F-86, the rehabilitation of which, 
as shown on the chart, is approximately 3 months. I suppose you 
would call it interdepartmental administrative overhaul, or some- 
thing like that. 

Mr. Vorys. It is certainly something that isn’t lead time, because 
you have the F-86’s now. I suppose the same thing is true with 
the F-84? 

Colonel Crirz. No, sir. The F-84’s are coming from new 
production. 

Mr. Vorys. What about the T-33’s? You have those now? 

Colonel Crirz. No; those are coming from new production. 
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Mr. Vorys. In any case, for the F—86, it isn’t a lead-time item at all? 

Colonel Critz. That is right. 

Mr. McGuire. For clarity, we ought to explain to you that in 
computing the period from the time we get our funds until the time 
we are able to make the delivery of the item—that is, the delivery 
date when you need it—you must include whatever delay would be 
caused, such as an overhaul to put this item from the Air Force into 
first-class operating condition. Maybe it is a misnomer to call it a 
lead time, but it is a factor in the delivery time. 

Mr. Vorys. Your overhaul is nothing like 2% years? 

Colonel Critz. No, sir. 

Mr. Vorys. What that bar represents is the amount of time it takes 
us to build the latest fighters for our own forces? 

Mr. McGuire. That is correct. 

Mr. Vorys. So, once more, this program is inextricably intertwined 
with the production for our own forces. 

Chairman RicHarps. There is no doubt about that. What I am 
interested in is this. I am willing to take the word of the industrialists 
and the defense people as to how long it takes to make a particular 
plane and get it rolling. I am willing to take their word for that. 
What I am concerned about is why, with all the experience we have 
had, and with the lessening of demand for material to be sent to 
Korea, Indochina, the French program, and so on, why hasn’t it been 
possible to cut down on lead time. 

[ expect it takes about as much time now to make a plane as it did 
then. I don’t see why, because the initial program is what takes 
time, the planning, and getting assembly lines into operation, why in 
the world lead time is not cut down more now, I can’t see. 

Mr. McGuire. You are referring now to the basic production lead 
time? 

Chairman Ricuarps. Anything. 

Mr. McGutre. Let’s take the planes. We have two planes which 
are coming from current production. They are not necessarily being 
replaced by the Air Force. The T-33 trainer, which is a simplified 
machine, is 12 months. The RF—-84—F runs approximately 14 months. 

But when you get into the F-100, which is a more modern type, it 
takes them 18 months. 

Chairman Ricuarps. I can see where you would with the new type 
of plane, or I can envision in the new weapons program it will take 
more lead time. I can see that because you are starting from scratch, 
insofar as the foreign program is concerned. You may have to build 
facilities. But standard-type stuff is different. I can’t see the 
reason for the situation you have described, 

Mrs. Kelly. 

Mrs. Ketuy. The production line is all set up for F-86’s is that 
correct? 

Mr. McGuire. That is right. 

Mrs. Ketuy. Does it take just as long as that chart says to produce 
a plane? I thought once you set up the production line it was fast. 
When you order 20 F-86’s, do you mean to say it will take 3% years? 

Mr. McGuire. The F-86? 

Mrs. Kexuy. I don’t care whether you refer to that or some other. 

Mr. McGurre. The F-86 is not coming off the production, as far 
as we are concerned. 
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Mrs. Ketty. In other words, you are giving away an old F-86 that 
has been used by our Services to another country, is that correct? 

Mr. McGurre. That is correct. 

Mrs. Ketiy. How long has that item you are giving away, or selling, 
been in existence. 

Mr. McGutre. I can’t tell you how long it has been in existence, 
but I can tell you it is in first-class condition. 

Mrs. Ketiy. How long have we used it? 

Mr. McGutrre. I can’t tell you exactly. 

Mrs. Ketity. When you give that to another nation, what value 
are you putting on it? 

Mr. McGutrre. On that plane, under the present law, we are putting 
on the actual cost. 

Mrs. Ketiy. You mean, what it cost us, and we have been using 
it for a couple of years? 

Colonel Crirz. Yes, completely rebuilt and shipped in first-class 
condition. 

Mrs. Kretity. What cost are you showing it in this book that we 
have before us? 

Colonel Critz. You will have that in the case of the F-86’s. In the 
case of the F—100, the RF-84’s and the T-33’s, the actual cost. 

Mrs. Keutiy. Let’s start over. In this book you show the cost 
coming off the line, plus the cost of conditioning. 

Colonel Crirz. No. For example, as to this plane, which we have 
been referring to, the figure is the exact cost, with no additional charge 
for putting it in first-class condition. The Department of the Air 
Force stands that expense. 

Mr. McGorre. For the rehabilitation. 

Mrs. Ketiy. Then it appears as a new item when we deliver it to 
another country? 

Mr. McGurire. That is correct. 

Mrs. Ketiy. Are they aware that it is an old one? 

Mr. McGuire. Yes. As a matter of fact, those same planes are 
being used in our Air Force simultaneously. 

Mrs. Ke ty. I realize that. That is your problem, then, isn’t it 
to a degree? If you are going to guarantee giving a certain F—86 to a 
country, why don’t you swing it off the production line and give it to 
them and have less lead time? If you started a new plane off, an F—86, 
couldn’t you get it out in a year? 

Mr. McGuire. Yes, we could get it out in a shorter time than this. 

Mrs. Ketiy. You could get it out in a year. Does bookkeeping 
cause any of this delay. 

Colonel Crirz. It isn’t bookkeeping. The question is, when can 
we take that out of the Department of the Air Force? It is in their 
existing forces. Before we can take it out, we must replace it. 

Mrs. Ketity. Why bother to take it out? Why not keep it and 
give them a new one? 

Colonel Crirz. We would prefer to put into our own Air Force this 
new craft. 

Mrs. Ketty. I am talking about the F—-86. 

Colonel Crirz. We are going to take the F—100 off production and 
have it replace the F-86. When we do that, they rebuild it and ship 
it to the recipient country. 

Mrs. Ketiy. That is not what I want to know. 
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Colonel Critz. You are asking why we don’t procure these new 
rather than take them from the Air Force. We could do that, but in 
the program, the way we have been operating, we have ordered new 
craft for our Air Force. When that comes off production, it replaces 
the old one, which we pass on to a recipient country. 

Mr. Vorys. Certainly we do not want them to build obsolete 
models, and therefore, if the obsolescent models when refurbished are 
good enough for the MDAP requirements we ought to use them. 

Mrs. Keuuy. I rode on a couple of Air Force planes in Europe. I 
think they all ought to be scrapped. 

Mr. Vorys. On this matter of pricing or funding, we had in 1949 
a pricing formula framed up very carefully by our present chairman. 
He spent a great deal of time over that formula, because we then 
feared that our Armed Forces would turn over stuff too cheap to this 
program. 

We find in recent years, however, that our Armed Forces, as it were, 
are making money off the military-aid program. 

Mrs. Ketxiy. That is what I am trying to find out. 

Mr. Vorys. They don’t charge military aid the second-hand price. 
Our Air Force says to Mr. McGuire or Colonel Critz, ‘‘We will sell 
you an airplane,” they apparently say, ‘“This is an old airplane but 
we are going to charge you what it cost us although we have had a 
couple of years’ wear out of it.”” If they tried to do that as automobile 
salesmen, the fellow buying the automobile, for instance, McGuire 
buying an automobile for himself, would say, ‘‘Wait a minute, No, 
you don’t charge me the original purchase price for a 1953-model 
Cadillac.” It is, of course, all out of the pockets of Uncle Sam’s suits, 
But it seems to me that our own forces are building up at the expense 
of this program. 

Chairman Ricuarps. In other words, our defense program is cost- 
ing more than the budget shows. 

Mrs. Ketiy. That is just what I want to bring out. 

Chairman Ricwarps. On account of this swapping transaction. 

Mrs. Ketuy. That is what I am trying to get at. 

Mr. McGuire. I wonder if I could speak to Mr. Vorys’ point. 
Maybe, Mr. Vorys, it is because I happened to have been a merchant 
and I don’t like to pay too much, either. We are asking for permission 
to change this pricing formula this year. 

Mrs. Kexiy. That is reflected in the defense program, or is it out 
of this? 

Mr. McGuire. No. We propose that the pricing formula be 
changed so that when items are being sold back and forth among the 
services—for example, the Navy buys trucks from the Army, or the 
Army buys some small crash boats from the Navy—the prices which 
the services have established for that interchange would be the same 
prices that we would pay. 

_I contend, as the MDAP administrator, that I am part of Uncle 
Sam, too, aad I shouldn’t pay a higher price. I think we have very 
good protection in that regard, because I haven’t seen the Navy 
willing to pay any greater price for anything than they should from 
the Army, or the Air Force from the Navy, as far as the pricing goes. 

rhe present law reads: 

_(1) with respect to any excess equipment or materials furnished under chapter 1 
of title I, the gross cost of repairing, rehabilitating, or modifying such equipment 
or materials prior to being so furnished; 
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(2) With respect to any nonexcess equipment or materials furnished under 
chapter 1 of title I which are taken from the mobilization reserve (other than 
equipment or materials referred to in paragraph (3) of this subsection), the actual] 
or the projected (computed as accurately as practicable) cost of procuring for the 
mobilization reserve an equal quantity of such equipment or materials or an 
equivalent quantity of equipment or materials of the same general type but deemed 
to be more desirable for inclusion in the mobilization reserve than the equipment 
or materials furnished. 


That takes care of the type J just discussed. 


(3) With respect to any nonexcess equipment or materials furnished under chap- 
ter 1 of title I which are taken from the mobilization reserve but with respect to 
which the Secretary of Defense has certified that it is not necessary fully to re- 
place such equipment or materials in the mobilization reserve, the gross cost to 
the United States of such equipment and materials or its replacement cost, which- 
ever the Secretary of Defense may specify; and 

(4) With respect to any equipment or materials furnished under chapter 1 of title 
I which are procured for the purpose of being so furnished, the gross cost to the 
United States of such equipment and materials. 


Mr. Vorys. What is that you are reading from? 

Mr. McGutre. I am reading from section 545 (h), Mr. Vorys. 

Mrs. Ketty. Did Mr. Vorys refer to you when he said, “The 
chairman has worked a long time on this formula?”’ 

Chairman Ricuarps. What is that? 

Mrs. Ketty. Mr. Vorys said, ‘““The chairman has worked a long time 
on this formula.”’ 

Mr. McGuire. That is your present law, Mr. Chairman. We 
propose a change to add: 

Notwithstanding the foregoing provisions of this subsection (h) and for the 
purpose of establishing a more equitable pricing system for transactions between 


the military departments and the mutual defense assistance program, the Secre- 
tary of Defense shall prescribe at the earliest practicable date, through appro- 


priate pricing regulations of uniform applicability, that the term “value” (except 
in the case of excess equipment or materials) shall mean— 
(a) The price of equipment or materials obtaining for similar transactions 
between the Armed Forces of the United States; or 
(b) Where there are no similar transactions within the meaning of (a 
above, the gross cost to the United States adjusted as appropriate for con- 
dition and market value. 


We think that will take care of the question that Mrs. Kelly is 
raising. It establishes as to items that are being frequently bought 
back and forth or exchanged among the services, that we have the 
right to buy them at the same price. 

Where they are not being frequently bought back and forth among 
the services, we have the right to buy them at a lesser price than the 
original cost, depending on the condition of the equipment. 

Mrs. Kxetiy. Had you been buying them previously at a greater 
cost? 

Mr. McGuirz. They had to under the law, in some cases. I, as 8 
merchant, become rather upset about paying more than the other 
fellow is paying. . 

Chairman Ricuarps. Defense does just about what they please in 
this matter; don’t they? They are in control. 

Mr. McGuire. I am not sure whether it is the fault of Defense. | 
think they are following the law as they interpret it. They may be 
interpreting it incorrectly. I have worked with Mr. McNeil on this, 
and Mr. McNeil is in favor of the proposal that we get on to what I 
call a common pricing basis, so that we can buy from the Air Force 
at the same price that another service buys from the Air Force. 
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Mrs. Ketuy. Would you say this program was held up by Defense 
taking this action in the past? 

Mr. McGuire. No;I don’t think it has anything to do with holding 
up the program. 

Mr. Vorys. It is priced up, not held up. 

Mrs. Keuuy. We are not getting our deliveries to the countries. 

Chairman RicHaRDs. Defense can hold up this program just about 
as long as they please. They can do it about as long as they please. 
They can say we haven’t the stuff, and hold it up about as long as 
they want. I can’t figure it any other way. 

Mr. Vorys. That is right. 

Chairman Ricuarps. | am not talking about whether it is right or 
wrong. It may be right. I am talking about what is the cause of 
this long lead time. 

Mrs. Ketuy. I am talking about an answer to the delay in lead 
time when we bring this bill to the floor. 

Mr. McGurre. There is no question about it, I would say, Mr. 
Chairman, when it comes to the service turning equipment over to 
us, we have, in the past, at any rate, gone along, accepting the condi- 
tions of what they say their requirements are. 

Fortunately, as I see it, we are coming pretty well to the end of the 
road on that type thing. We have F-100 planes in this program 
which will be coming off production lines. And, in addition, the types 
of equipment that we are proposing, such as these modern w eapons, 
are the types of equipment which will simultaneously be delivered to 
the services. 

I anticipate, in the case of some of these modern weapons, that we 
will be getting these modern weapons off a simultaneous production 
line. After all, we are a fairly big business here, and we have our 
commitments to meet in these areas, also, with due regard to the 
readiness of our own forces. 

Chairman Ricuarps. I will tell you, Mr. MeGuire, what bothers 
me. So far as lead time on a certain plane, or naval vessel, or some- 
thing else, it doesn’t seem to have gone down much in any category. 
As a practical proposition in Congress, we go down each year and try 
to sell the foreign aid program, as reported out of this committee. 
We are always asked, ‘“‘Why do you need so much money so far 
ahead?” We say, ‘“‘Lead time.” It is pretty hard to sell a lead time 
which appears unreasonable. We are always going to have that 
trouble when vou have all that money jammed up there which has 
not been spent. 

They are already saying, ‘‘You have 4.8 billion. You have about 
2 years’ supply at a spending rate of $2.5 billion. And you have 
enough money in this bill, if you get it all, for another year. That is 
3 Vears,”’ 

Each year we have been telling them, ‘‘We will see better where we 
stand in a year or two.’’ But we go down to the floor every year, 
and you still have to have funds for all those years ahead. The lead 
time is not cut down. 

My contention is, and I think Mrs. Kelly’s, that is not entirely due 
\o shortcomings on the part of Mr. Hollister, Mr. Stassen, or the 
‘tate Department. You are at the mercy of Defense in large measure. 
Defense can make certain decisions and say, ‘“‘We need this and we 

vive you that. This order shouldn’t be placed now. That 
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order shouldn’t be placed. This order should supersede that order.” 
“T think your lead time, if you were disentangled from the require- 
ments of Defense, could be cut down. 

Mr. McGurre. I think that is unquestionably true. It has been 
true in the past. I have been a merchant all my life, and I had some 
experience with the services during the war. I think a good deal of 
that problem, or a part of that problem, is over the hill. 

{ have illustrated two items that we will get simultaneously from 
the production line, the F—100 and some of the more modern weapons, 

As we go further into this thing, and these areas that we are supply- 
ing get modernized, it is understandable that both we and the services 
would be seeking the same things. As to what success we will have, 
it is going to be a matter of salesmanship, I think, within our organiza- 
tion in getting along, in getting these things done. 

So far I have had a great deal of assistance from the respective 
services in recognizing this problem. 

Chairman Ricuarps. Well, we have to face this on the floor every 
year. Off the record. 

(Discussion off the record.) 

Mr. Vorys. On this matter, of course, Defense has the veto as to 
the issue of whether something should go to foreigners or to our own 
forces. And, of course, Defense during the Korean war milked this 
program because they didn’t have enough stuff coming off the line 
to use in Korea. Of course we want our own arms requirements to 
be paramount. What we have been trying to figure, after tlie bil- 
lions that we have turned over to Defense, is why they can’t arrange 
to have both of the program proceeds for ourselves and our allies. 
Why do we still have to talk about leadtime in periods of time longer 
than it takes to make the stuff? 

Chairman Ricnarps. That is right. I think we agree on this. If 
our country needs this stuff first, they should get it first. There is 
no question about that. But, by this time, aa after the demand in 
Korea has been reduced, both programs should be flowing simultan- 
eously. It makes it difficult for us to justify. 

Mr. McGutrre. We are well aware of that. 

We have 2 or 3 other charts here, sir, that will help answer some 
of the questions you may still have. Our purpose is to give you all 
the background information we can. 

Mr. Vorys. On this lead-time business, could I ask just one tech- 
nical question? As I understand it, for instance, the North American 
makes F—100s, and so forth, out there in my hometown. 

Chairman Ricnarps. He is a former naval aviator. He is a 
specialist on this subject. 

Mr. Vorys. I am an expert on this, and these infantry boys on the 
committee are kind of jealous. As I understand it, there is a period 
of over a year, an enormously long period, that is required to put a 
jet fighter together because they are working in confined spaces and 
there is only one fellow who can get in there at a time to put in these 
miles of wiring, and so forth. You can’t compare it to getting al 
automobile-production line ready, where once you have the dies and 
jigs made you just stamp them out like doughnuts. There is 4 
substantial lead time involved in every one of them, no matter how 
much you have it perfected. 

Is there anything to that point? 
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Colonel Crirz. That is correct, sir. 

Mr. Vorys. Could you get for us what an ideal lead time would be, 
under the present status of the art, in producing a jet plane? 

Mr. McGuire. Certainly, we can. 

Mr. Vorys. With the electronics required? 

Colonel Critz. The complete equipment; yes, sir. 

Mr. Vorys. You see my point? 

Colonel Crirz. Yes, sir. 

(The information requested is as follows:) 

The minimum reorder production lead time of a 1rodern jet fighter is indicated 
on the following chart to be about 18 months. This period is essentially deter- 
mined by the items, such as engines, forgings, and electronics equipment, that 
require Many successive, as opposed to simultaneous, manufacturing operations. 
The production lead time for an initial order of aircraft is increased by the time 
required to prepare tooling and accomplish production engineering. This 
additional time varies with aircraft and requirements but can easily be equal to 
the total production lead time for reorder aircraft. 

Chairman Ricuarps. Can’t you say something in behalf of De- 
fense? 

Colonel Crirz. Yes, sir. I would like to point out that the lead 
time which we have been using, which may have confused you at 
times, is the overall, whereas you may have thought primarily of 
how long it takes to get this first item off the line. Really, it is much 
shorter, of course, than our overall time. When you take this lead 
time up here to get the program ready and deliver it after it comes 
off the line, that adds from 6 to 9 to 12 months. 

Chairman Ricnarps. How does Defense programing compare with 
that as to time? 

Colonel Crirz. Well, sir, I would say it is about the same. 

Chairman Ricwarps. | don’t get that from what you just said. 
You say that is one of the reasons why this lead time is so long. 

Colonel Crirz. Each of the military departments must go though 
much the same procedures that we do in preparing a program, and 
then once they get it off the line they just turn——— 

Chairman Ricuarps. That is true, but certainly it wouldn’t take 
as much planning for this domestic program for our own defense as 
it would for foreign nations with changing conditions in various areas. 

Mr. McGuire. I think, Mr. Chairman, in addition, their timing 
would be shorter because in reprograming, they don’t have to deal 
with the various MAAG’s all over the world. They have a more 
centralized source of information. 

They also have another factor that I think is very important. 
They have the no-year funds which this committee approved for us 
last year but which we do not have. I think the no-year funds would 
help this situation substantially. 

Chairman Ricuarps. Go right ahead. 

Mr. McGuire. Will you turn to chart No. 5? 

Mr. Vorys. Which would you rather have, no-year funds or a 
no-funds year? 

Mr. McGuire. Could you take that off the record, Mr. Chairman? 

Chairman Ricuarps. No, I think we had better leave that on. 
We need an answer. 

Mr. McGuire. We are trying here to show you the requirements 
of the program by representative items. 
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(The chart referred to is as follows:) 


DEPARTMENT OF DEFENSE, Mutua DEFENSE ASSISTANCE PROGRAM 


Estimated time phasing of deliveries of proposed and prior year programs for major 
atems : 


[Worldwide quantity] 
| geti- | Esti- | Esti- | Esti- | Esti- | Esti. 
¢ mated mated | mated | mated | mated | mated 
Program | fiscal unde- deliv- deliv- deliv- | deliv- | deliy- 
fiscal year livered eries in | eries in | eries in | eries in | eries in 
years 1957 ancl fiscal fiscal fiscal fiscal | fiscal 
1950-56 pro- June 30 year year year year year 
posed |" “y95¢ ’| 1957 of | 1958 of | 1958 of | 1959 of | 1959 of 
Ke 1950-56 | 1950-56 1957 | 1950-56| 1957 


Program 


Item and category 


548 183 183 0 394 | 14 
Combat vehicles_-- i 412 276 276 0 216 196 
General purpose vehicles. _..- 67,7 18, 444 20, 220 17, 220 3, 000 7, 000 | 11,444 
Howitzer 105-millimeter......| 3, 295 150 150 0 295 0 
Ammunition, CR  (thou- 
SRIMIGI 3... daddb cui candddaodh , 025, 933, 790 | 477,458 | 325,000 | 152,000 | 100,000 
DDD destroyer 6 0 0 0 0 
DE ocean escort 7 11 5 6 0 
Mine warfare vessels ----....-- 19 106 51 55 0 
yf 102 127 42 85 34 
F-86-F i 205 998 442 556 97 
44 319 56 75 24 

















Mr. McGutre. We have been asked to show what the money the 
Congress has given us has been spent for. This is shown in detail at 
the beginning of volume II of the Presentation Books. The Pre- 
sentation Books also show the projected use of the funds we are seeking 
for fiscal year 1957. ‘To make graphic why it is necessary to ask for 
these funds in view of the unexpended balances of the fiscal year 
1950-56 appropriations we have prepared this chart in terms of 
representative end items (by quantities). Later charts expressed in 
terms of dollars cover the entire program. 

On the left, column 1, we list the representative end items groups. 
The secoad column shows the quantity (not dollar value) of these 
items included in the fiscal years 1950-56 programs. Column 3 shows 
the number of each of these items to be procured with fiscal vear 1957 
funds. Column 4 shows the quantity estimated to be remaining un- 
delivered on June 30, 1956, from fiscal year 1950-56 funds. The sub- 
sequent columns (5 through 9) show estimated deliveries by fiscal 
years from (a) fiscal year 1950-56 appropriations and (b) fiscal year 
1957 appropriations. 

If you take the tank item in our program, since the beginning of the 
program there were 11,963 tanks included in those programs. We are 
requesting in the 1957 program 548 additional tanks, mostly for at- 
trition. We estimate that as of June 30, 1956, there will be un- 
delivered of the initial 11,963 tanks which were programed prior to 
1957, 183 tanks. 

We estimate that in 1957 we will have to deliver those 183 tanks. 
That means that we will have no tanks on order or undelivered from 
1950-56 funds unless we are given the 548 which we are requesting 10 
1957. If we get the 548 tanks we are requesting in 1957, we will de- 
liver 394 of those tanks in 1958. The balance of the tanks, 154, will 
be delivered in 1959. a 
: I can go through each of these items and show you in detail, if you 
ike. 
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Mr. SevpEN. Would the gentleman yield? Are those to which 
vou have referred new tanks or are they reworked tanks, as the planes 
were? © 

Mr. McGuire. Those are all reworked tanks. 

Mrs. Ketuy. Which ones? 

Mr. SELDEN. It is my understanding that all of them are reworked 
tanks. 

Mrs. Keuuy. In other words, we have been using them? 

Mr. SELDEN. This money is being used to buy from our Defense 
Department used tanks. The Defense Department in turn takes 
the money and buys pew equipment. 

Chairman Ricuarps. That seems to be where Defense makes 
money. 

Mr. SetpEeNn. These used items are being sent to other countries, 
and the money that we pay to Defense for them is being used by the 
Defense Department to buy new equipment. Isn’t that correct? 

Mr. McGurre. To buy a more modern tank for our own forces. 

Mrs. Kextiy. Has that always been in this program from the 
beginning? 

Mr. McGurre. Yes. 

Mr. SexpEeNn. Is that true of everything listed on the chart? 

Mr. McGutre. No, it is not. 

Mr. Setpen. Take the DD’s. 

Mr. McGutrre. I would like to take general purpose vehicles in 
there. 

Chairman Ricuarps. This question that was asked just now. 
What about the bookkeeping? What would you charge to Defense? 
The difference in the value of those 

(Discussion off the record.) 

Mr. McGurre. I don’t presume that the services are buying tanks 
back and forth from one another, and therefore they would go on the 
other formula, and under the new formula we would buy at a price 
much lower than that. 

Chairman Ricuarps. I want to find out the difference of the price 
in the worked-over tank and the new tank. Where does that money 
come from? 

Mr. McGutre. For the new tank? 

Chairman Ricwarps. We are talking about the difference between 
the cost of the worked-over tank and the 

Colonel Crirz. The price that we will pay, and have paid in the 
past, is the actual cost to the Military Department of the old tank. 
The difference in price between that and the replacement tank comes 
out of the appropriations of the Military Department. 

Chairman Ricwarps. Of Defense? 

Colonel Crirz. The tank would be purchased by the Department 
of the Army. We reimburse the Army for the original cost of the 
M-47, and the difference in price between that M—47 and the M-48, 
which is the replacement tank, is paid out of the appropriations of the 
Department of the Army. 

Mr. Suipen. If we didn’t have this program, what would we do 
with the obsolete tanks that are being replaced by new equipment? 

Colonel Critz. The buildup and modernization of our own forces 
that we are accomplishing by this, would be slowed down consider- 
ably, because they could not buy the M—48’s as rapidly as they can by 
using the system which we are using now. 

75009—56——14 
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Mr. Setpen. Unless additional money was put in the Defense 
budget and not the foreign-aid program? 

Mr. McGuire. That is correct. . 

Mrs. Ketuy. The cost of a new tank is what? 

Mr. Vorys. M-48. 

Colonel Crirz. Let us say it is about $150,000. 

Mrs. Keuiy. Right now? 

Colonel Crrrz. Y es, and let us say the M-47 costs about $107,000. 

Mrs. Ketiy. The replacement one is 107? 

Colonel Crirz. No. The M-48 is $150,000. 

Mrs. Ketiy. The new one is 150, brandnew? 

Colonel Crirz. Yes. 

Mr. Vorys. It is a fancier tank. 

Colonel Crirz. Much better. 

Mrs. Ketty. Then, 125 is your replacement cost? 

Mr. McGutre. No, 107. 

Mrs. Ketry. The difference, then, you say is? 

Mr. McGuire. $43,000. 

Mrs. Ketuiy. Borne by Defense? 

Mr. Vorys. If this gross cost goes into effect, it is borne by 
MDAP? 

Mr. McGuire. No. 

Mrs. Keuty. It has been borne by Defense in the past? 

Colonel Crirz. That is correct. 

Mr. McGuire. May I clarify that point? The point that I made 
on the pricing formula is, that in the new pricing formula, if it goes 
through, we would buy this tank cheaper than $107,000. 

Mr. Vorys. Why would that be? 

Mr. McGuire. We would not reimburse the services for the gross 
cost, the $107,000 as it is under the present pricing formula. We 
would reimburse them at another price which would be lower than 
their replacement cost. 

Mr. Vorys. Are those words, ‘“‘as appropriate for condition and 
market value,’’ where you get below the gross cost? 

Mr. McGuire. Yes. It isn’t depreciation, in fact. But there 
would be a factor involved in there for the length of time that they 
had that type of tank, the age of the tank, the ‘condition that it was 
in. Presumably, it has to be in 100 percent condition. So that 
wouldn’t enter into it very often, because it has been refurbished. 
In no case would the price be higher than original cost. 

I would also like to point out in our request that I have insisted 
that we keep in the provision we now have, where we can get the 
excess equipment from the services for practically nothing, because 
I feel that is a valuable point to this program and must be maintained. 

Mrs. Kuuuiy. Let’s take for granted that in this offshore procure- 
ment you have the production of a tank; is that right? 

Mr. McGuire. Yes, we have. 

Mrs. Keity. How much is that tank in offshore procurement? 

Mr. McGuire. There is not the same type in offshore procurement. 
There is a comparable tank. Let’s call it, ‘‘“comparable.’”’ [Secur- 
ity deletion.] It is a new tank coming off the line. 

Mrs. Ketuy. In offshore procurement? 

Mr. McGuire. Yes. 

Mr. Vorys. Could I ask a question on “general purpose vehicles’’’ 
Certainly you don’t have any lead-time business there. Why is it 
that you have 20,000 undelivered? 
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Mr. McGuire. I think that is a good question, Mr. Vorys. I am 
not happy with it at all. We are having our troubles getting those 
from the services. Part of that is due to the fact that they are re- 
placing seme of their vehicles with a so-called [security deletion] type 
of vehicle which we don’t need in our program, generally speaking. 

Mr. Vorys. I suspect that part of the answer is because of the 
changes in Europe in the nature of the forces. 

Mr. SELDEN. Take for example, Colonel, the DE’s listed there on 
the chart. Are we building those DE’s or are we pulling them out of 
mothballs and sending them to the foreign countries? 

Colonel Crirz. Fifty are in the total program, and undelivered at 
the end of June of this year there will be only 11. To answer your 
question, we are building DE’s both in the United States and offshore. 
We have in our 1957 request, you will notice, 7 additional, and again 
we will have both United States and offshore craft. 

Mr. Setpen. Are they being built—— 

Colonel Crirz. Offshore. 

Mr. SeLtpen. What are we doing with the DE’s we have moth- 
balled in rivers all over the country? 

Colonel Crirz. Under legislation coming up before Congress, quite 
a few of those are going to recipient countries on a loan basis. 

(Discussion off the record.) 

Colonel Crirz. What we do is modernize those and put them on a 
loan basis. But these DE’s on the chart are not those loans; these are 
new ones which we are requesting. 

Mr. SeLpEN. Why are we building new ones when we have so many 
stored up? Couldn’t we modernize and use them rather than build 
new ones? 

Colonel Critz. You will recall that present law requires that to be 
put on a loan basis they must be surplus to the mobilization require- 
ments of the Navy. ‘The ones that we are rehabilitating for loan are 
those that are declared surplus by the Navy. We do not have enough 
for all our requirements. 

Mr. Vorys. Could I ask you a question about the destroyers that 
we saw at Formosa. Were they rebuilt or were they new ones? 

Colonel Critz. Those we went aboard were old ones, rebuilt. 

Mr. Vorys. Are they loaned? 

Colonel Crirz. Five-year loan, right. 

Mr. Vorys. Are the loans included in this program? 

Colonel Crirz. They are included in the program, but it will be 
under repair and rehabilitation cost as opposed to a new ship. 

Mr. Vorys. Are they included where it says, “nine destroyers’’? 

Mr. McGurre. They are not in that tabulation. 

Mr. Vorys. They are in the nine? 

Colonel Critz. No, sir. 

Mr. Sryupen. Colonel, why aren’t we taking these surplus DE’s 
and sending them to our allies and then building new ones for our- 
selves, Just as we are doing in the tank program? 

Colonel Crirz. Our own Navy, as of the moment, does not require 
additional vessels to what they have in their active fleet. Those that 
we are taking out, as you realize, are in our mothball fleet. Remem- 
ber, before we can use a ship in our mothball fleet, it must be declared 
is above the mobilization requirements of the Navy. They have not 
declared many of those as being above their requirements. So, we 
cannot take them. 
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Mr. McGuire. Can we go on to the next chart? 

Chairman Ricwarps. Yes. 

Mr. McGuire. The next chart shows in dollars the entire program, 
Chart 6 is in some respects similar to chart 5. 

(The chart is as follows:) 


DEPARTMENT OF DEFENSE—MuvtTvUAL DEFENSE ASSISTANCE PROGRAM 


Estimated phased deliveries of proposed and prior years programs by major item 
and category 


[Worldwide; millions of dollars] 


Fiscal year Estimated expenditures 
1950-56 | Fiscal year | 
estimated | 1957 
1¥ > a i a 2g 2 . : i 
junexpend. | requested | During | During | During 
>? | SPpros fiscal year | fiscal year | fiscal year 


as of June tion 4 , i 
30, 1956 1957 1958 1959 


Tanks: 
1950-56 program ........-.-.-.-- 
1957 program ........- 
Combat vehicles: 
1950-56 program 
1957 program a} 
General-purpose vehicles: 
1950-56 program. - - - 
1957 program - - 
Howitzer, 105 mm.: 
1950-56 program 
1957 program ...-..- 
Ammunition carrier ! (thousand): 
1950-56 program -- 
1957 program 
DD destroyer: 
1950-56 program 
cn knnchsnckanenneednkelsScnebetnaed 
DE ocean escort: 
1950-56 program 
1957 program 
Mine warfare vessels: 
1950-56 program 
1957 program 
Naval A/C: 
1950-56 program 
1957 program ------ 
F-86 F: 
1950-56 program 
1957 program 
RF-84 F: 
1950-56 program 
1957 program 
Maintenance: 
Army: 
1950-56 program 
1957 program 
Navy: 
1950-56 program 
1957 program 
Air Force: 
1950-56 program 
1957 program 











DFS: 
1950-56 program .....----.--- 
1957 program 
All other: 
Army: 
1950-56 program................-.-| 
1957 program. 
Navy: 
1950-56 program 
1957 program - - 
Air Force: 
1950-56 program 
1957 program 
OsD: 
1950-56 program -- -.-- 
1957 program -_ - . - 
Advanced weapons (fiscal year 1957) 


TOG .....66d vhnnticatemdanesecetinna: 














1 See correction to “ammunition cartridge,’’ p."206. 
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Mr. McGurre. Because the figures on it are necessarily small, it 
may be more convenient to refer to the copies which I have distributed. 
Mr. Vorys. The lead-time charts are unclassified, isn’t that correct? 

Colonel Critz. Only charts Nos. 2, 3, and 4 are classified. 

Mr. McGutre. This chart shows, in terms of dollars, not in terms 
of quantities as in chart No. 5: (a) the amount, by major item, of 
fiscal years 1950-56 funds unexpended as of June 30, 1956, and (6) the 
amount for corresponding items to be financed from fiscal year 1957 
funds. In addition to the major items which we have converted to 
dollars, shown on chart No. 5, we have listed additional categories 
for general maintenance, direct forces support, advanced weapons, 
and “all other.”’ 

On the left-hand side are listed the major items and categories. 

The first column of figures, reading from the left, shows estimated 
unexpended (but obligated) amounts of fiscal years 1950-56 funds for 
each of the items, as of June 30, 1956. 

The second column of figures shows the requested fiscal year 1957 
appropriation for each of the same items or categories. The final 
three columns show how each of the groups of funds is now forecast 
for expenditure. In each instance, the expenditures for an item from 
fiscal year 1957 funds in any year are on the next line below the 
expenditures from fiscal years 1950-56 funds for the same item. 

Doubtless, actual expenditures will vary from this forecast, as 
requirements change and production schedules vary. However, this 
is a program of expenditure consistent with requirements as now fore- 
seen. 

It will be seen that there will remain for expenditure in fiscal year 
1959 about $1.8 billion, largely from fiscal year 1957 appropriations 
which we now ask for. 

Four hundred million dollars will be for long lead time advanced 
weapons. 

Two hundred million dollars will be ammunition items procured 
offshore with long production schedules. 

One hundred and seventy million dollars will be long lead time 
vessels obtained largely through OSP. 

One hundred and ten million will be long lead time aircraft (includ- 
ing some scheduled for Germany). 

Three hundred and seventy million dollars of maintenance will 
include spare parts ordered concurrently with long lead time items for 
a large part of which expenditure will be made from military assistance 
funds only as the spares are requisitioned. 

Over $300 million (see category ‘all other’’) will involve, to some 
extent, miscellaneous items involving developmental work or long 
lead time. 

_This schedule contemplates military assistance expenditures of $2.7 
billion in fiscal year 1957. This you will note, is a later estimate than 
that in the presentation book. In view of the fact that the great bulk 
of the increased expenditures now projected for military assistance 
would be reflected in decreased expenditures of the Services by reason 
of reimbursement by MDAP to the Military Departments the increase 
from $2.5 billion to $2.7 billion would have no net effect on the total 
Defense expenditures. Expenditures of $3.2 billion are anticipated 
in fiscal year 1958. This, of course, is a long-range estimate and is 
dependent on the ability of individual countries to receive material 
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at that time. However, we must plan our purchasing program on the 
best judgment available at this time. It is interesting to see how the 
effect of the delay in the deliveries to Germany shows up at this time. 

An examination of the second and third columns of figures on chart 
No. 5 shows that fiscal year 1957 funds are being sought largely for 
items which will not be expended until fiseal years 1958 and 1959. 

Are there any questions on this chart? It is a complicated chart. 
We have attempted to show the unexpended balances as of June 30, 
1956, of the funds we now have and show when those funds would be 
used, in which year the items will be delivered. We have attempted 
to show the same thing for fiscal year 1957 funds. 

Mr. Vorys. Is ‘‘ammo carrier’’—— 

Mr. McGuire. That is a mistake. It should be “ammo cart- 
ridge.”” It is a typographical error. 

Mrs. Keuuiy. Of that 2.7, that is your expenditures and delivery. 
That would all be obligated? 

Mr. McGurre. That is correct. 

Mrs. Ketity. What would you have over and above that delivery 
contracted for? 

Mr. McGuire. Everything. The question involved here pri- 
marily is not what you have contracted for, but when the item is 
delivered and when it shows on your books, under the bookkeeping 
procedures we use, as having been delivered—in other words, when 
is the bill paid? 

Mrs. Ketiy. In other words, by this delivery or expenditure, 
whatever you call it, 1957, you are not going to have much of the 
past programs for delivery? 

Mr. McGuire. Would you mind repeating that? 

Mrs. Ketiy. After you have this delivery in 1957, you are not 
going to have a great deal—it is supposed to be overall 4.8—for 
delivery another year? 

Mr. McGuire. No, we will not. I think we will show that quite 
clearly in this last chart. That is really the thing we have been 
trying to clear up. 

Mr. Vorys. Are you going to, at some time or other, give us a 
breakdown of contracts and reserved orders? You mention that on 
page 3. Are you coming back to that? I just wondered if you have 
a chart or anything where you give the amounts and percentage of 
contracts and reservations? 

Mr. McGutre. I think we said there was 94 percent of it. 

Mr. Vorys. How much is reserved and how much is separate con- 
tracts? 

Mr. McGuire. I can get that figure broken out for you. I don’t 
have it quite that way. 

(The information referred to is as follows:) 

The estimate of the unexpended balance of military assistance funds as of June 
30, 1956, is $4,779.7 million. 

A breakdown of the estimated balance is as follows: 

In reservation to reimburse military appropriations at the time deliveries of 


common items are made by the services against outstanding common-item orders, 
$3,146.9 million. 
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Applied directly against contracts or to United States commitments to NATO 
operations, $1,632.8: 


Against contracts: In millions 
Offshore procurement 
Navy shipbuilding 
Other materiel 
Repair and rehabilitation 
Training 
Packing, crating, handling, transportation 
Facilities assistance projects 
Mutual weapons development projects 
Administrative expenses 
ORO Ss cite ais Aba oe lend no oe SLs bon nc deed en Sk 
Direct forces support projects 
Other agencies 


ANOBII grk DOGO 


Against United States commitments to NATO operations: 
Infrastruetieg ic. -5.0u. = sb hl eid cee dew eae eel Gi vee a 
International Military Headquarters 


Mr. McGutre. This chart is the estimated status of unexpended 
funds by items and categories. 
(The chart is as follows:) 


DEPARTMENT OF DEFENSE, MutuaL Derense AssISTANCE PROGRAMS 


Estimated status of unexpended funds by items and categories 
[Millions of dollars] 


| As of June 30, 1957 


As of June 30, 1958 


| 
| 


Item and category | 
Fiscal years | Fiscal year 
|1950-56funds| 1957 funds |1950-56funds| 1957 funds 

' 


| Fiscal years | Fiscal year 


| 
39 | ll 
Chommnloeck WORN ca ha 21 | 10 
General-purpose support vehicles ___........._- 78 | 50 
Howitzer, 105-mm 4 0 
Ammunition 232 | 200 
67 
58 
Mine warfare vessels _ ‘ 46 
Naval aircraft 30 “ 
F-86F : 21 
RF-S4F 10 


160 

13 

Air Force 

Direct forces support : 
All other: 

Army. : 4 4 

Navy ‘ | 50 

Air Force 5 30 

: 50 

400 





1, 400 











Mr. McGurre. We will attempt to show you when these funds are 
spent and what will be left in these various periods. 

The extent to which existing, fiscal year 1950-56, appropriations 
are to be used for different purposes, or in different years, from the 
requested fiscal year 1957 funds is shown by chart No. 7 which esti- 
mates, by projection to June 30, 1957, and June 30, 1958, the then 
probable unexpended balances of both old and new funds. 

The left-hand column lists the same items and categories shown on 
chart No. 6. The first column of figures shows the expected unex- 
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pended balance of fiscal year 1950-56 funds on June 30, 1957. The 
second column of figures shows the then expected balances of fiscal 
year 1957 funds. The last two columns show the estimated balances 
of fiscal year 1950-56 funds and fiscal year 1957 funds, respectively, 
a year later, that is as of June 30, 1958. i 

By June 30, 1957, existing (1950-56) appropriations will have been 
spent except for such long-lead-time items as ships, aircraft, spare 
parts, OSP, ammunition, etc., and for items earmarked for Germany, 
By June 30, 1958, only a small portion of the old funds earmarked 
for these items should be left unspent. 

By June 30, 1957, the estimate is that $500 million of fiscal year 
1957 funds will have been expended for—that is the difference between 
the $3 billion we are asking for and the total that will be unexpended, 
$2.5 billion—for such classifications as direct forces support, ae: 
and PCH&T. Item deliveries will be made largely in fiscal yea 
1958 with long lead time items even later. 

I emphasize that the rates of expenditures as estimated are estimates 
only. If world conditions change for the worse, these delivery and 
expenditure rates will be increased so far as we can accomplish that. 
If conditions remain on the present cold-war basis, there may be 
opportunity for improving or modernizing the proposed program by 
the substitution of larger amounts of advanced—or at least more 
modern—weapons for presently scheduled items. This may extend 
delivery schedules somewhat but any such delay should produce 
greater combat effectiveness, and will be well worth the effort. I am 
determined that, in the administration of this program, we shall 
maintain a constant review to see that at all times our vlanning is up 
to date and that we are making the most effective use of funds for the 
most effective weapons. 

If you have detailed questions on this, Colonel Critz helped in the 
preparation of these exhibits, and there may be things you would like 
to go back to. We will take them up in detail with you. 

Chairman Ricuarps. Mr. Vorys. 

Mr. Vorys. These are unexpended balances? 

Mr. McGurre. That is correct. 

Mr. Vorys. For instance, a year from now you will have pretty 
nearly all of the new weapons money still unexpended? 

Mr. McGuire. That is correct. 

Mr. Vorys. I say, a year from June. 

Mr. McGutre. Yes; I understand. 

Mr. Vorys. Two years from June you will have only spent one 
hundred and thirty-odd million? 

Colonel Crirz. That is right. 

Mr. Vorys. Is that because of the lead time involved or is that 
because you haven’t determined just what you are going to get in 
the way of new weapons? 

Mr. McGutre. It is entirely on the lead time involved. 

Chairman Ricuarps. Did you finish with your statement, sir? 

Mr. McGuire. Yes, sir. 

Chairman Ricnarps. That was a very good statement. I want 
to clarify in my own mind the difference between “reservation” and 

“obligation.” I want to get that in the record. 

Mr. McGutre. I would like to ask Mr. Shaw, who is our Comp- 
troller, to answer that. 

Chairman Ricuarps. J] am asking about “reservation” aod 
“obligation.” 
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STATEMENT OF MARKLEY SHAW, COMPTROLLER, OFFICE OF 
INTERNATIONAL SECURITY AFFAIRS, DEPARTMENT OF 
DEFENSE 


Mr. Suaw. The “reservation” is a term that was originated by 
section 110 of Public Law 778 a couple of years ago. Under that 
law we have authority to order common items from the Army, Navy, 
or Air Force. When we do so, we notify them that we have set in 
reservation an amount equal to the total value of the orders. This 
money remains available to the service to reimburse itself, its own 
appropriation, when delivery is made to MDAP. 

Chairman Ricnarps. That is not programing? 

Mr. SHaw. That is a reservation of funds. 

Chairman Ricnwarps. That is the difference between obligation and 
reservation? 

Mr. Suaw. Yes, sir. “Obligations” is used to represent money that 
is allocated by us to a military department and against which contracts 
are actually placed. The obligation occurs when MDAP funds are 
cited on contract or when delivered, as defined in Department of 
Defense Directive 2110.16 has been made. 

Chairman Ricwarps. But in “reservation,’’ you tell these people 
to order so and so, and you tell them you are reserving funds to 
reimburse them? 

Mr. SuHaw. That is right. They obligated their own funds, Mr. 
Chairman. 

Mr. McGurre. They used their own funds for procurement while 
we hold ours in reservation. When the items are delivered the 
military appropriations are reimbursed. They are serving as bankers 
for us in that degree. 

Mr. Vorys. This law you have cited was an appropriation bill? 

Mr. SuHaw. Yes, sir; Public Law 778. 

Mr. Vorys. It was to prevent you from using a reservation as an 
obligation in reporting to Congress; isn’t that about it? 

Mr. SHaw. The purpose of that act was to allow the procurement of 
the materials for MDAP and for the services to be consolidated, to 
simplify the procurement, supply and accounting requirements of 
the Department of Defense. 

As a matter of fact, in our tables which we have shown in these 
presentation books, we used the terms “obligations” and “reserva- 
tions.’ We combined them. Because the effect of the thing is that 
the money is actually assigned to a procurement program, and in 
many respects is exactly the same as an obligation. It is tied up. 
Section 110 makes it available for obligation for an additional 2 years. 

Chairman Ricuarps. So far as the tying up of the funds, it is the 
same? 

Mr. SHaw. Yes, sir. 

Mr. McGuire. I would like to point out one thing. Before an 
obligation is entered into, or reservation, the item is programed as a 
requirement for the program. That is the planning factor. Then the 
next step would be the obligation or the reservation. 

I may have confused you, Mrs. Kelly, when I used the term “we” 
before. By “we? I mean the MDAP administration in the Depart- 
ment of Defense in dealing with the Army or the Navy. On a reser- 
vation, they are financing the procurement for us while we are holding 
the funds in reservation pending delivery. 


’ 
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Mrs. Kevtiy. You have control over that reservation? 

Mr. McGutre. Yes. 

Mrs. Ketuy. You do? 

Mr. McGurre. Yes. 

Chairman RicHarps. While we are on that subject, on page 45 of 
this book, this unclassified book, you will notice the total reservations 
during fiscal year 1956 are expected to be $89,900,000. It is down 
here at the right; that is correct, isn’t it? 

Mr. McGuire. Yes. 

Chairman RicHarps. What I was asking about and was mainly 
interested in was fiscal 1955. You have total reservations, one 
billion and some twenty million dollars. Why that big difference? 
In 1955 you have over $1 billion and in 1956 you have less than $100 
million. 

(Discussion off the record.) 

Mr. SHaw. May I speak to that? Section 110, I go back to that 
authorization, allowed us to transfer into the reservation account all 
the unliquidated obligations that were in existence at that time. So, 
as of July 1, 1954, we transferred into our reservation account all] the 
unliquidated obligations against MDAP funds that existed at that 
time. So, it accounts for a large part of the unexpended balance of 
MDAP funds, which were a matter of record as of July 1, 1954. The 
$1.02 billion was against new funds appropriated for fiscal year 1955. 

Chairman Ricwarps. It was just a transfer to that fund? 

Mr. Suaw. That is right. 

Mrs. Ketuy. They could delete the unexpended balance by doing 
this transaction; couldn’t they? 

Mr. McGuire. No; it still would remain and show as an unexpended 
balance. 

Mrs. Ketuy. It would show as an unexpended balance? 

Mr. McGuire. You do not spend it by reservation. 

Chairman RicHarps. It would be in the same status as obligation? 

Mr. McGuire. Yes. 

Mrs. Keiiy. You mean, “reservation,’’ is the same as ‘‘obligation,” 
for practical purposes? 

Mr. McGuire. For practical purposes. It is this way, Mrs. Kelly. 
It is as if you made a contract with me to produce something, and 
instead of paying cash for it you put some of the money in a bank to 
be turned over to me later. 

Chairman Ricuarps. You put it in escrow for a particular purpose? 

Mr. McGuire. That is what we do. 

Mrs. Ketty. You do the same with obligation? 

Mr. McGurre. That is right. 

Mrs. Ketty. Why did you come up with another name? 

Mr. McGuire. It is a matter of congressional enactment, Mrs. 
Kelly. That is what Mr. Shaw was talking about. 

Mr. SuHaw. The reason for it is that the services obligate their own 
appropriations under this authority for the procurement of the things 
that are coming to MDAP. 

They reimburse their appropriations from our reservation account 
of MDAP funds at the time delivery is made. The purpose of this 
was to prevent another fiasco such as in the Korean conflict, where 
our funds had been cited for obligation for procurement, but when the 
delivery was made the items were diverted away from our program,to 
some other purpose. 
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As it is now, we do not spend MDAP money for common items until 
they actually have been delivered to the MDAP program. 

Mrs. Kenzy. It is actual, obligated funds held in trust? 

Mr. McGuire. Yes. The effect of this is: No delivery, no payment. 

Chairman Ricnarps. There is another thing I want to speak about. 
Under the Mutual Security Appropriation Act of last summer, you 
are not permitted to obligate or reserve more than 20 percent of 
mutual security funds in the last 2 months of the fiscal vear. 

Mr. McGuire. That is right. 

Chairman Ricnarps. But in the bill we have here you are asking 
authority to carry over 25 percent of the nonmilitary funds. 

Mr. McGuire. That is a request as to nonmilitary funds that you 
are referring to. We would like the authority to carry over all ‘the 
military funds. I can speak only from my own experience as a re- 
tailer, Mr. Chairman. But the net effect of what happens in all this 
programing is that the time during which we are buying is limited. 
I believe from a practical, hard- boiled point of view, if you are going 
to deliver and make good on these programs, your buying cycle has 
to be a continuing cycle. If we are going to buy for Christmas, we 
don’t say that because Easter is coming along we don’t buy for 
Christmas. We are buying toys at Eastertime. 

Chairman Ricwarps. Does that conflict with the appropriation 
act? 

Mr. McGuire. Well, at the moment we are not allowed to carry 
over our funds. So the net effect, in practical application, is that 
as you get closer to the end of the year you just can’t do certain 
things. It is a long process to let and obtain performance on any 
contract for DFS on foreign construction. You have to draw plans 
wud hope your funds will be carried over and that you can pick them 
up again, 

If you had no-year funds, which this committee approved last year, 
and I think they were wise in doing it, then we could coniinue with 
yur process of the buying on a daily basis. 

Chairman RicHarps. What will happen if we authorize what you 
request here, and the appropriation bill just carries the same 20 percent 
provision they had last year? 

Mr. McGuire. I think that would be a mistake. 

Chairman RicHarps. What would happen—— 

Mr. McGutre. If that is taken off? 

Chairman Ricuarps. Taken off, and the appropriation bill carries 
the same provision that it had before? 

_Mr. McGurre. You mean, the appropriation has the same restric- 
tion? 

Chairman Ricuarps. Yes. 

Mr. McGuire. I think we will be back where we are now. I don’t 
agree with it as a sound business procedure. 

Chairman Ricnarps. You are going to try to get that changed? 

Mr. McGurre. I certainly am. I just think that if we are going to 
operate this program properly for this committee, or any other com- 
mittee of Congress, that we must have the latitude to do our planning 
and do it on a continuing r basis and not have periods when we have to 

stand still. 

It gets down fundamentally to the point that you are doing your 
work in a much more limited space of time than 12 months. When 
you get down to it, if Turkey needs a tank or airplane, you buy that 
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as soon as you can get your contracts arranged, and have your plan- 
ning done, and because it happens to be June, for example, and the 
limitation would cut you down and you would not have enough 
money for it, that doesn’t make sense if Turkey needs the plane. 

By the same token, if you are making your plans in May and June 
and you can’t get your contracts placed until July, under the present 
law, with 1-year funds, you can’t enter into that contract. You have 
to drop everything and start over again, which creates confusion, 
and I think it is part of the problem in this long lead time of planning. 
You just couldn’t operate a department store on that basis. I think 
Congress has to have confidence that we are trying to run this thing 
and run it properly. 

Chairman Ricwarps. I can see your argument about that. I 
don’t know what the committee will do about it. I want to get 
back to this reserve and unreserved and unobligated problem. You 
know what happened here? 

Mr. McGutrre. More or less. 

Chairman Ricuarps. Here is the report on the Mutual Security 
Act. It is one paragraph. It is on page 41. 

The committee was informed in the basic material submitted at the beginning 


of the presentation that the estimated unobligated and unreserved balance 
expected June 30, 1955, was to be $100 million. 


That is what they said on that day. 


On June 13 the committee received information that the estimated unobligated 
balances would exceed the $200 million limit contained in the Senate bill. The 
committee received a memorandum on June 21, stating that the unobligated 
carryover of military funds would be “‘some $600 million,” an increase of $500 
million over the original estimate. 

Then the matter went to the Appropriations Committee without 
ever being untangled. Have you nailed that thing down any better 
this year? 

Mr. McGutre. I think we have. This is my first experience with 
it, but we have, I think, a great deal closer supervision on this thing. 

As I told you earlier, the estimate we are making now is $297 
million. 

These are estimates at the moment, but it is our intention, if they 
grow larger, that they will either have to come off the 1957 request or 
off the funds that were carried over. Funds for items that can’t be 
used in later years like packing, crating, and handling, if they are not 
used this year, will not be sought later. 

Chairman Ricuarps. We don’t want to have to go to the floor in 
such a situation again. 

Mr. McGutre. I appreciate that. In a matter like infrastructure, 
we don’t have any control. We must wait until the NATO body gets 
through with its reviews and commits its funds, as you have a require- 
ment for a carryover on that. I explained that in my statement. 

Chairman Ricuarps. About these unexpended funds. 

(Discussion off the record.) 

Mr. McGuire. That is to keep a unit or squadron of the same type 
of planes. It is done on a squadron basis. The country where you 
8 that replacement, they pay for the refurbishing cost of the 
plane. 
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Mrs. Ketty. Who pays for that? 

Colonel Critz. The country itself, rehabilitates it and puts it in 
like new condition. 

Mrs. Ketiy. The country itself puts it into condition and you 
transfer it to another country? 

Colonel Critz. That is correct. 

Mrs. Ketuy. They pay for it? 

Colonel Crirz. Yes, for the rehabilitation. 

Mrs. Kertty. It would be my guess the United States does in the 
long run, if you can trace it back. 

Colonel Crrrz. They do the work. They tell us when it is ready. 
We pick up the plane and transfer it to another recipient country. 

(Discussion off the record.) 

Chairman Ricnarps. Mr. McGuire, I want to ask you this: On 
June 30 of this year you will have about 6.4 unexpended balance, 
I believe? 

Mr. McGuire. No; $4.7 billion. 

Chairman Ricuarps. That is old money? 

Mr. McGurre. Yes, sir. 

Chairman Ricnarps. You asked for all kinds of flexibility in this 
new money. It seems to me, in view of Russia’s new look, that you 
would want more flexibility as to the old money. That is more or less 
rigid. 

“Mr. McGuire. We are asking for and hoping that we will, have the 
carryover of the funds which are necessary from a practical point of 
view. When I say that, I am excluding items such as packing, crating 
and handling; I use that because it is simple. It is predicated on 
deliveries made this year, and obviously there wouldn’t be a need for 
it next year because it is calculated in the estimates on a percentage of 
estimated deliveries. The unexpended and obligated funds would 
then go through, and I would hope they would be as no-year funds. 

Chairman RicHarps. This old money, even if carried over, is 
pretty well nailed down to certain categories? 

Mr. McGuire. It is. However, we are constantly reviewing this 
program, just as we did on the new weapons concept, to see where 
items are no longer necessary and where they can be put to better use. 
That is the only way I know how to administer this program. You 
can’t put it in a closet for a year and then come back to it. 

Chairman Ricuarps. Once it is nailed down, and they are making 
the stuff—if you had the stuff, you may divert it somew here else? 

Mr. McGurre. We do have varying types of customers, Mr. Chair- 
man. I think it is obvious that in some of the countries where we de- 
liver some of these goods, the necessity for the most modern w eapon 
is not there, or the know-how to handle the most modern weapon, is 
not there. 

(Discussion off the record.) 

Chairman Ricu ARDS. You gentlemen can come up here in the 
morning, can’t you? 

Mr. McGuire. Yes. 

Chairman Ricwarps. You will be here. Mr. Walter Robertson 
will be here. Mr. Moyer will be here. We will continue hearings 
in the morning at 10:30. 

Do you want to ask something else? 
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Mr. Vorys. I have a couple of questions right now, if I may, Mr. 
Chairman. 

Chairman Ricwarps. All right. 

(Discussion off the record.) 

Mr. McGuirv. As for the delivery times to the countries, I think 
we should recognize in this talking with these people that we must 
have some protection that this job is done in the field properly, and 
that they can absorb it. 

(Discussion off the record.) 

Mr. McGuire. I think our MAAG over there is the best qualified 
man, from our point of view, as to when these people can accept the 
equipment and use it. 

And our time-phase reports now are getting to a point where we 
are getting specific information as to when he believes this equipment 
can be received and put to use. Then we have a specific time basis 
on which to go and expedite that delivery. 

I want to be very careful when we are talking about expediting 
deliveries. [ am not talking about expediting deliveries to get dollar 
numbers; I am talking about expediting deliveries where there is a 
definite requirement and need of it for a definite date. This is a 
delivery program. I think in the past it has been a programing pro- 
gram. You don’t make profits until you deliver the goods. That is 
what pays off in goodwill. 

Mr. Vorys. Our embarrassment on this committee year after year 
on this unexpended balances question is not that the money has been 
spent too fast but that it hasn’t been spent. We have been told 
time and time again it would be spent “next year.” 

Il remember when I was in Paris in 1951, in SHAPE, I was doing 
a little needling about when were the French getting some troops 
together, and they were saying, ‘‘When are you going to send us 
equipment’’? 

(Discussion off the record.) 

Chairman RicHarps. The committee stands adjourned until 10:30 
in the morning. I did want to go into this offshore procurement 
today. We won’t be able to do that now. 

Mr. Vorys. I notice Mr. McGuire’s statement is unclassified. 
Has it been given to the press or could it be? 

Mr. CrRawForp. It has been. 

Mr. McGutre. My purpose in making that unclassified is that 
certainly I feel an obligation to give to this committee every piece 
of information we have. 

Chairman Ricuarps. I think you did well to give that out because 
it will be helpful. 

Mr. McGurre. It can’t be in the dark. 

(Whereupon, at 1:10 p. m., the hearing adjourned.) 
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WEDNESDAY, APRIL 11, 1956 


Hovuse or REPRESENTATIVES, 
CoMMITTEE ON Foreicn AFFatrs, 
Washington, D. C. 
The committee met, pursuant to call, in room G-3, United States 
Capitol, at 10:55 a. m., Hon. James P. Richards (chairman) presiding. 
Chairman Ricuarps. The committee will come to order, please. 
Ladies and gentlemen, we will continue hearings on H. R. 10082, to 
amend further the Mutual Security Act of 1954, as amended, and for 
other purposes. 
We will, first, have open hearings on the Far East. We are pleased 
to have with us an old friend, Walter Robertson, Assistant Secretary 
of State for Far Eastern Affairs. Mr. Robertson. 


STATEMENT OF HON. WALTER S. ROBERTSON, ASSISTANT 
SECRETARY OF STATE FOR FAR EASTERN AFFAIRS 


Mr. Rosertson. Mr. Chairman, and ladies and gentlemen, I have 
committed an unpardonable sin this morning. I have kept a con- 
gressional committee waiting.. I humbly apologize. 

Chairman Ricwarps. We accept your apology. 

Mr. Rospertson. I have no excuse but I have a good reason. 

Chairman Ricuarps. Will you define the difference between ‘“‘ex- 
cuse’”’ and “reason’’? 

Mr. Rosertson. When I was a little boy, my father told me, 
“Son, don’t ever make excuses. The man who makes excuses lies.” 
So, I have been trying to stay away from that. 

I am very glad of the opportunity of appearing before this committee 
in support of our program this vear. It so happens that the members 
of this committee are particularly well informed on the problems of the 
far eastern area. 

I well know that I can give you little if any statistical information 
that you don’t already know. I have prepared a statement here for 
the record, which I shall either read or summarize, with your permis- 
sion. In order to save your time, I shall try to summarize it, because 
We are covering a very large area, and at best it will take even some 
time in order to do that. 

Chairman Ricuarps. Mr. Robertson, without objection, your com- 
plete statement will be placed in the record at this point, and you may 
proceed to summarize as you wish. 

Mr. Ropertson. Thank you, Mr. Chairman. 

(The statement referred to is as follows:) 

| appreriate the opportrvnity to appear in support of the Far East portion of 
the proposed mutual security program for the fiscal vear 1957. 
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In the area with which we are concerned today, the United States is extending 
aid under the mutual security program to nine countries—Japan, Korea, Taiwan 
Philippines, Indonesia, Vietnam, Cambodia, Laos, and Thailand. I should like 
to make a general statement highlighting the situation in the region and the 
political considerations that make it so important for the United States to con- 
tinue these programs. After that, the specific programs will be summarized for 
you by Dr. Raymond Moyer ICA regional director for the Far East, and by 
Deputy Assistant Secretary McGuire of the Department of Defense. ; 

The area we are talking about—the free world Far East—is a region only in a 
geographic sense. There are greater differences than similarities between the 
countries except that they, all but one, share the common problem of being under- 
developed by Western standards. In the area are nearly 300 million people, most 
of whom are smal] farmers with an average holding of about 1 to 2 acres. The 
variation in population density is dramatic, ranging from 16 per square mile in 
Laos to 1,000 or more in some parts of Java and Japan. Nobody really knows 
what the per capita income is but the best estimates we have run from about 
$50 a year in the poorest country to $300 a year in the richest country, 

The area provides the free world with about 92 percent of its abaca, 88 percent 
of its natural rubber, 41 percent of its rice, 66 percent of its copra, and 65 percent 
of its tin. There is still a tremendous potential of available minerals—oil, 
bauxite, iron ore, chromium, tin, manganese, sulfur, nickel, et cetera. 

Politically the area is characterized by a very strong spirit of nationalism and 
independence. These nations are determined no longer to be regarded at home 
or abroad as second-class citizens. To many of them the colonialism they have 
experienced appears to be more of a menace than the threat of communism. 

[~ ‘The primary objective of our policy in the Far East can be stated quite simply. 
It is to strengthen the free world and to curb the power and prevent the expan- 
sion of communism. The mutual security program is an increasingly essential 
factor in the attainment of that objective. 

The people of these countries have aspirations for a better life which they are 
determined to fulfill. This program, through technical and economic develop- 
ment assistance, is helping them to achieve these objectives. The military 
assistance part of the program is assisting them in maintaining internal order and 
security and in creating a first line of defense against aggression while they build 
up in a nonmilitary sense internally. But it is the success or failure of this 
mutual security program, in giving these nations hope that they will be more 
secure and better off tomorrow than they are today, that will determine whether 
they succumb to the blandishments of communism. This hope, if it is to last, 
must be firmly grounded in their own experience that progress is being made, 
that they are in fact, better off today than they were yesterday, and that when 
tomorrow becomes today, the same thing will be true. 

As Secretary Dulles said upon his return from his recent trip to the Far East, 
“The day is past when the peoples of Asia will tolerate leadership which keeps 
them on a dead center economically and socially, and when each generation merely 
ekes out a bare subsistence, with a brief life expectancy, and passes on to the next 
generation only the same bleak prospect.”’ 

As you know, I had the privilege of accompanying Secretary Dulles on his 
recent trip. The situation in this part of the world is still serious, there are still 
many points of tension, but there is general improvement in free-world competence 
to deal with these tensions. Doubtless there will be setbacks from time to time 
but the general course is one of progress. 

The Asian leaders whom we saw uniformly desired to preserve the independence 
of their countries. They too recognized that political independence of itself is 
not enough. Eight out of ten countries we visited were anti-Communist. Those 
two which call themselves neutrals, however, were also appreciative of United 
States aid and the help that United States policy affords them in preserving their 
independence. Faith and hope are the stuff of which free nations are made. 
Our aid programs are assisting the governments of free Asian countries in making 
such faith and hope possible. 

For well over a year the forces of armed aggression in the area have been held 
in check. This fact, and the radical change in Soviet tactics in recent months, 
are, in my opinion, evidence of the effectiveness of the courses of action we have 
been following. Millions of free Asians have, in consequence, enjoyed a measure 
of peace even though living under the constant threat of a renewal of armed 
aggression. That threat remains deadly serious throughout the region as it did 
a year ago. Let us look at it squarely. 
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In Korea the Communists have not slackened the buildup of their combat 
capability in the north. Chinese Communist troops are still in oecupation of 
North Korea. They have introduced, in flagrant violation of the armistice 
agreement, a modern jet air force and new types and larger quantities of other 
equipment that greatly increase their striking power. The experience with 
aggression in 1950, the enormous stake which the United States and the United 
Nations have in a free and independent Korea, and this threat posed by the Com- 
munists to the north make it essential that we maintain our guard in Korea. 
We cannot be complacent in this situation. 

Opposite Taiwan, the Chinese Communists are building 10 airfields between 
Shanghai and Canton to accommodate jet planes, multiplying their gun posi- 
tions, and constructing a military railroad into the port of Amoy. 

The Korean story is repeated in Vietnam where, in callous violation of the 
Geneva agreement of 1954, the effective strength of the fighting forces of the Viet 
Minh has approximately doubled since the cease-fire, and it is reported that 
artillery firepower has been increased some sixfold. Equipment and training 
are being furnished by the Chinese Communists. 

In other parts of the region the Communist tactics are more insidious, but the 
threat is nonetheless real and menacing. 

In Japan, that industrial powerhouse which is a prime Communist target, the 
Communist Party is a legal entity with a following estimated at close to 1 million. 
One of the few gestures in the Far East toward the spirit of Geneva was made by 
this organization when in July 1955 it renounced past errors of violence and 
extremism. This lipservice would have meant more if the party had not main- 
tained an underground organization with a paramilitary arm which they have used 
for purposes of espionage, sabotage and the instigation of mass violence. 

In Laos, the Pathet Lao, flaunting the Geneva agreement, continue to occupy 
the major parts of two northern provinces. They send their agents into other 
parts of the country to stir up trouble and subvert the legitimate government. 

In Thailand, the people recognize the potential threat to them of continued 
occupation of these Lao Provinces and see beyond in adjacent Red China the 
Greater Thai State created by the Communists. There they see a former Thai 
Premier calling upon people of the Thai race living ia Thailand, Laos, and Burma 
to overthrow their free government and substitute commu_ism. 

In Singapore, Communist elements have made disturbing advances particularly 
in the fields of education and labor with their tactics of violence and subversion. 
In the Federation of Malaya the British are still fighting their long war against 
Communist guerrilla terrorism. 

In Indonesia, a country which 8 years ago put down forcefully an attempted 
Communist military coup, the Communists have succeeded in reestablishing 
themselves in the political sphere and in the recent general elections polled 16 
percent of the vote and emerged as Indonesia’s fourth largest party. However, 
on the plus side, a new non-Communist government coalition has been formed 
which includes all major non-Communist elements. 

In Burma, the Soviet bloc has moved swiftly and adroitly to exploit the situa- 
tion there. Faced with a large, burdensome surplus of rice, Burma has been 
forced to find markets in any quarter. In consequence, Burma is one of the 
neutrals that were singled out for special courtship by Bulganin and Khrushchev 
with offers of technicians, equipment for agricultural and industrial development, 
schools and cultural exchanges. During a recent visit, Mikoyan initialed an 
agreement with Burma by which the Soviets will supply capital and other goods 
as well as technical services in exchange for 400,000 tons of rice annually for 4 
years, 

Finally, throughout the area, internal pressures in the form of subversion and 
economic and psychological warfare are being brought to bear in every country 
in the Far East. 

It is clear that there is much to be done. It is also true that much has been 
done and that genuine progress has been made in the last year. 

A little less than a year ago when the aid program for fiscal year 1956 was 
presented before this committee, you were informed of the tremendous odds 
against which the newly independent Government of Vietnam was fighting. 
It was faced with the military and subversion threat of the Communists to the 
north of the 17th parallel; it was confronted with internal strife. There was the 
ominous challenge to the Government’s control posed by the armed, self-seeking 
political religious sects; there was the urgent necessity for resettling hundreds of 
thousands of refugees who had fled Communist domination following the military 
partition. The problems were well nigh overwhelming. The program you 
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approved at that time has made possible our continued support of this new 
republic in the economic and military sphere. We can, I believe, take great 
satisfaction in the remarkable improvement in the situation which without our 
contribution, we believe, would have been impossible. 

We now find a firmly entrenched nationalist government under the leadership 
of President Diem. This government has proved its capacity not only to survive 
in the face of Communist subversive efforts but to assume the responsibilities of 
independence. The Diem government has achieved a decisive ‘victory in the re- 
cent elections for the Assembly which is now meeting to ratify a constitution for 
free Vietnam. 

Our own efforts in Vietnam are directed in the first place toward helping to 
strengthen internal security forces. These consist of a regular army of about 
150,000 men, a mobile civil guard of about 45,000 and local defense units which are 
being formed to give protection against subversion on the village level. We are 
providing budgetary support and equipment for these forces and have a mission 
assisting in the training of the army. We are also helping to organize, train and 
equip the Vietnamese police forces. Some 600,000 refugees who fled to South 
Vietnam to escape the Vietminh are being resettled on productive lands with the 
assistance of funds made available by our aid program. In various ways under 
“defense support” our program also provides assistance to the Vietnamese Govern- 
ment designed to strengthen the economy and provide a better future for the 
peoples in that area. 

In Korea we are demonstrating with other nations of the United Nations that 
a free nation can successfully be defended against Communist aggression and can 
be reconstructed and built up to defend itself. Our aid program is the major 
factor in the support of the Korean Army, which is now the fourth largest in the 
world and the largest among the free nations of Asia. That army has obviously 
become an effective deterrent against further aggression by the Red Chinese and 
North Korean Armies entrenched beyond the 38th parallel. Korea’s 21 divisions 
which we believe continue to be essential are far beyond its ability to support. 
Even without the burdens of this military force, Korea would need outside eco- 
nomic assistance for several years to come to complete the rehabilitation of the 
country and develop the economy so it can ultimately become self-supporting. 

Taiwan continues to occupy a position of key importance in the free world’s 
island chain of defense in the Western Pacific. We continue to regard its defense 
as essential to the non-Communist countries of the Far East, as well as of the 
United States itself. As the Communists continue to improve and expand their 
military establishment on the mainland, the defensive significance of Taiwan 
assumes even greater importance than heretofore. 

The Government of the Republic of China provides a source of hope for the 
mainland Chinese and an alternative focal point for their loyalty. It also furnishes 
a political alternative to Communist influence for some 13 million overseas Chinese 
residing in strategic parts of southeast Asia. As the Peiping regime intensifies 
its repression and murder at home, and subversive actions abroad, the mainte- 
nance of a China that is free and independent assumes an ever-increasing impor- 
tance. 

During the past year good progress has been made in strengthening the defensive 
capability of the forces on Taiwan and in stabilizing the economy. Substantial 
assistance from the United States continues to be necessary, however, since the 
economic resources of Taiwan are still limited in relation to the increasing popula- 
tion and the large defense establishment. 

At this point, let me interpolate a moment. It should be clear to all of us that 
the term “defense support” covers programs important to economic development 
as well as to military objectives. A highway, an airport, a harbor, a bridge, a 
factory, may in the first instance be vital for the military purposes, but its con- 
struction in most instances also contributes a much needed economic item. 
Furthermore, as in Taiwan, the necessity for capital development to support 
military requirements goes hand-in-hand with an important objective we all 
have very much in mind—to reduce the burden on the United States taxpayer. 
As the economy of a country strengthens, it is self-evident that it can do more for 
itself and the need for grant aid correspondingly declines. 

Turning to Japan, while much remains to be done, during the past 2 years 
Japan’s self-defense forces have grown in size and have obtained useful training. 
The ground forces, numbering 150,000, are regarded as adequate for the mainte- 
nance of internal security, but are not yet either quantitatively or qualitatively 
adequate for the defense of Japan. The Japanese Government, strengthened by 
the merger of the two conservative parties last fall, has under study specific plans 
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which would improve the country’s ability to defend itself unaided. These plans 
have not yet been approved. The assistance for Japan contemplated under the 
mutual security program will continue the help given heretofore in the organiza- 
tion, training and equipping of Japan’s self-defense forces. Japan’s economic 
recovery and its growing self-defense capabilities have already made it an asset 
to the free world. Further advance and development should enable Japan to 
assume @ greater share of her own defense responsibilities and will permit rede- 
ployment of certain American forces presently stationed in Japan. ; 

We regard the Philippine Republic as an increasingly important partner in the 
collective defense arrangements in the Pacific area. The internal threat of armed 
communism has been generally overcome, thus making it possible for President 
Magsaysay to proceed with his plans for the economic development of his country, 
Through continued United States-aid programs we are assisting Philippine efforts 
to strengthen the main weaknesses of the economy—the rate of industrial develop- 
ment and backward rural conditions. We are also providing help to improve the 
defensive capabilities of the armed forces. 

Cambodia has made good progress in dealing with elements inside the country 
which had been a threat to internal stability. Our aid is assisting Cambodia to 
strengthen its armed forces in accordance with the expressed desire of the Cam- 
bodians to defend the independence of their country, and to build up an effective 
internal-security force to thwart subversion. Our program is assisting in strength- 
ening the civilian economy by improving inland waterways, irrigation and land 
reclamation, and constructing a highway from the capital city to a port on the 
Cambodian coast. 

Regionally in the Far East, the mutual security program for fiscal year 1957 
seeks to advance the objectives of the network of mutual defense treaties that 
has been created in the Pacific area. The program provides equipment, train- 
ing, and economic support essertial for the military and police forces, as well as 
aid for economic development purposes. Our mutual defense treaties are 
designed to deter the aggressor and to give greater assurance and confidence to 
the participating governments. Those arrangements are making a real con- 
tribution to the security of the area and to the hopes and aspirations of Asian 

eople generally. This was deeply impressed on all of us who accompanied 
Roesethey Dulles to the Karachi meeting of the SEATO Council of Ministers. 
After a most thorough review of the activities carried forward during the first 
year under SEATO—a year devoted necessarily to preparatory measures—it 
was apparent on all sides that a high sense of optimism, based on solid achieve- 
ments, prevails among the treaty members. 

We can anticipate that during the months ahead many of the free people of 
Asia, especially those in the newly independent countries, will receive a variety 
of enticements from the Soviets masquerading as their bounteous benefactor. 
The Soviets will hold themselves out as ready, willing and able to solve all their 
sroblems with the Soviet brand of military, economic and technical assistance. 
Ve propose to meet this challenge by continuing our own constructive aid pro- 
grams in the Far East on the same sound principles that have been the foundation 
for those programs in the past. While not departing from the main course we 
have charted, we will be better equipped to help the free countries of Asia deal 
with this new Soviet drive, as well as with other situations that may well develop, 
if the requested authority for increased flexibility can be written into the legislation. 

On the whole, I believe we can all derive genuine satisfaction from the collective 
strength that the free nations of Asia have been able, with our help, to achieve. 
The job is by no means finished, however, nor have the threats to security 
lessened. In our own interest, as well as theirs, we must continue our help to 
them at a rate and in a manner adequate to the needs of the developing situation. 


Mr. Ropertson. After I make my presentation, Dr. Moyer of 
ICA and the Deputy Assistant Secretary of Defense, Mr. McGuire, 
will present to you the specific programs for the area. 

I recently had the privilege of accompanying Secretary Dulles on 
his Asian trip. We visited 10 countries. Eight of the ten were anti- 
communist; two of them called themselves neutrals. One of them 
since that visit has had an election in which it looks as if it may be 
headed for the neutralist column. 

_ But all 10 anticommunist and noncommunist alike are deeply 
Se above everything else in preserving their national inde- 
pendence, 
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They all express deep appreciation for our aid in helping them to 
preserve their national independence. 

The visit, in my opinion, was very constructive and very timely, 
All of these countries needed a clarification of our position, which js, 
as you know, constantly being distorted by the most vicious of Com. 
munist propaganda. And certainly those outspoken, anticommunist 
leaders of 8 of the 10 countries we visited needed a reassurance as to 
our position. 

The Johnson-Wang talks in Geneva have been widely misunder- 
stood in some of the countries of that area, in most of them, I should 
say. The Communists had seen to it that they were misunderstood. 

here were a lot of backstage whispers: That as we had been 
conducting these negotiations—had been talking to these people 
since last August—we must be talking about something. So, they 
went behind what we said and were looking at what we were doing. 
That seems reasonable enough, per se. 

As a matter of fact, we have been doing there what we have said 
we were doing there. We have been trying to effect the release of our 
13 imprisoned, tortured Americans. "We have been trying to get a 
renunciation of force in the Taiwan area to save that area from possible 
conflict. We have persistently refused to allow the Communists to 
brush under the carpet their flagrant violation of the public declaration 
last September to release our prisoners and lead us into talking about 
this and that. 

We will continue to hold their feet to the fire to live up to their 
public commitments to release these prisoners. 

We have been explaining our position to the countries of the world 
through our chiefs of mission, but many of them have refused to 
believe it. So, many of these countries thought that we were ap- 
proaching a political accommodation with these people at Geneva. 
Take a country like Thailand, for instance, Thailand is strongly 
anticommunist: It was one of the first to send troops to Korea. 
It was one of the first to join SEATO. It has been unequivocally 
outspoken in its public statements in opposition to international 
communism. They had begun to be worried. If we, the United 
States, were going to make a political settlement with the Communists 
at Geneva, they would be left out on a limb in their anticommunism, 
— they had better be trimming their sails to the winds that were 

owing. 

To repeat, it was timely that they and others received an un- 
equivocal statement of our position, that we are still opposed to the 
extension of international communism, that we are still opposed to 
the red regime in Peiping which is defying all decencies of inter- 
national conduct in their relations both with individuals and with 
other nations. ? 

As you ladies and gentlemen know, the primary objective of our 
policy can be stated very simply. It is to strengthen the free world 
and to curb the power and prevent the extension of international 
communism. : 

All of our programs, military and economic, are dedicated to this 
end. 

The situation in the Far East is still serious. There are still many 
points of tension. But there are also some encouraging signs. 
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Enough encouraging signs, at least it seems to me, to make us know 
that we are on the right track. 

For well over a year armed aggression has been held in check. This 
fact, and the fact that there has been a radical change in Soviet tactics, 
gives good evidence of the effectiveness of the policy we have been 
pursuing. : 

There would be no reason for the international communists to change 
their tactics unless they had the best of all reasons for doing so. 

As a consequence, millions of Asians, as well as millions of Ameri- 
cans, 165 million Americans, have enjoyed a measure of peace. 

However, we can’t get complacent about that peace. We must keep 
ever in mind that as always eternal vigilance is the price of our liberty, 
that a serious threat does remain, and that this is no time to be tearing 
down our protective fences. 

As a matter of fact, we should be even more dedicated to main- 
taining these defenses, until we can be certain that what is obviously a 
change in tactics is in reality a change in objectives. 

Let’s take a quick look at some of our trouble spots. Korea is one 
of the spots which make us know that the threat is still there and still 
serlous. 

The Chinese Communists, and North Koreans are firmly entrenched 
north of the 38th parallel. 

Chinese Communist troops are still in occupation of North Korea. 
In flagrant violation of the armistice agreement, they have moved in 
some 450 modern airplanes. All of the airfields have been repaired in 
order to take care of jet planes. It is estimated there are some 250 jet 
planes in this fleet of modern planes. They have moved in other 
combat equipment. 

They still maintain there some 350,000 Chinese Communist troops. 
= one can say that the Communist threat has ceased to exist in North 

orea. 

Opposite Taiwan, between Shanghai and Canton, the Communists 
are building some 10 airfields to accommodate jet planes. They are 
greatly multiplying their gun positions. They are building a military 
railroad down to the harbor of Amoy. This is a military road, pure 
and simple. There is no economic justification for it. No one can 
- that a serious Communist threat does not exist across the Taiwan 
straits. 

In Vietnam the Communist story is being repeated all over again. 
There the Vietminh, in flagrant violation of the agreement in Geneva 
m 1954, have moved in combat equipment. 

It has been estimated their firepower has been increased some six- 
fold. It has been estimated that the effective strength of their fighting 
forces has been practically doubled. 

_ No one can say that a serious Communist threat does not still exist 
in North Vietnam. 

Incidentally, the equipment and training of the Vietminh is fur- 
nished by none other than the Red Chinese. 

In Laos, again in callous violation of the agreements made at 
Geneva—the Geneva agreement, as you know, recognized the au- 
thority of the Laotian Government over all of Laos—the Pathet Lao, 
which is the tool of the Vietminh, which in turn is the tool of the 
international Communists, still occupy the major portion of the two 
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northern provinces, Phong Saly and Sam Neua, bordering the Chinese 
mainland. 

They refuse to turn over the administration of these provinces to the 
royal government. And it is perfectly obvious that their objective is 
to bring about a de facto division of Laos, as they have in Korea, 
Vietnam and Germany. 

- No one can say that the Communist threat is not still serious in 
208. 

In the other countries of the region Communist tactics have been 
more insidious, but they are nonetheless real. 

Japan, of course, is one of the prime targets of the international 
Communists. It has an industrial capacity of about 50 percent of 
that of the Soviet Union. 

In Japan, the Communist party has a strength of approximately 
imullion. They maintain a paramilitary army which they use, have 
used, and will no doubt continue to use for espionage, sabotage, and 
the instigation of mass violence. 

There has been serious infiltration in some of the labor unions, 
notably the teachers’ union. 

No one can say that there is no danger of communism in Japan. 

In Red China, across from the two occupied provinces in Laos, a 
“Greater Thai State’? has been set up by the Communists and a 
former Thai premier is constantly appealing to the people of the Thai 
race in Thailand, Laos, and Burma, to overthrow the free governments 
there and substitute communism. 

In Singapore, the Communists have made very disturbing advances, 
particularly in the fields of education and labor, using the usual tactics 
of violence and terrorism. 

In Malaya, the British are still fighting their long war against 
Communist guerilla terrorism. 

In Indonesia, in the recent elections the Communist party emerged 
as the fourth largest party. They poled about 16 percent of the total 
vote. 

On the plus side a non-Communist government has just been formed 
excluding the Communists and including all the major non-Com- 
munist parties. 

In Burma, the Soviet bloc has moved in very swiftly and adroitly to 
capitalize that situation. As you ladies and gentlemen know, Burma 
is a country the economy of which is inextricably tied up with the 
market for rice. 

Rice furnishes about 76 percent of its entire foreign exchange; it 
furnishes about 50 percent of its government revenues. 

Burma is burdened with a large surplus of rice. So, therefore, in 
order to meet the competition, the increasing competition, some of 
which is coming from us, they have been forced to find markets for 
their rice wherever they could. 

The Russians have been very quick to seize upon this situation, 
knowing that rice is Burma’s Sadia of foreign exchange and that 
they have great surpluses. They have moved in and offered Burma 
eapital equipment and goods of one kind and another, technical 
assistance, in exchange for rice. 

They have just signed an agreement with Burma for 400,000 tons 
of rice per annum for the next 4 years, which is a tremendous eco- 
nomic advantage to the Burmese. 
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Burma, however, has indicated through their leaders that they 
intend to remain neutral. The Burmese are interested in American 
aid, and I for one very ardently feel that we should step into that 
situation and not let the country go by default to the international 
Communists. 

Finally, by subversion and psychological warfare the Communists 
are waging their battle throughout every country in Asia. 

In short, they are pursuing their policies with ceaseless dedication. 

If we are to win this ideological battle for the freedom of the 
world, we must match their dedication with our own. 

There is much more I wish to say about this area, but I am afraid 
I have already talked too long. There are many important aspects 
of this situation in the latter part of my statement. However, I 
shall now wait for questions. 

Chairman Ricuarps. Thank you, Mr. Secretary. Later on we will 
have questions to ask you. We have a team of witnesses this morning 
Our next witness will be Dr. Raymond T. Moyer, regional director of 
Far Eastern Operations. 

You have a statement for open session? 


STATEMENT OF DR. RAYMOND T. MOYER, REGIONAL DIRECTOR, 
FAR EASTERN OPERATIONS, INTERNATIONAL COOPERATION 
ADMINISTRATION 


Mr. Moyer. Yes, sir. 
Chairman Ricuarps. How long will your statement take? 


Mr. Moyer. | would like to submit it, as Mr. Robertson did. 

Chairman Ricuarps. I wish you would. That statement is for 
publication? 

Mr. Moyer. Yes, sir. 

Chairman Ricuarps. Without objection, your statement will be 
placed in the record at this time, and you can proceed along the line 
that Mr. Robertson did. 

(The statement referred to is as follows:) 


In order to avoid possible confusion I should perhaps first make clear that the 
Far East, as the term is used here, is not equivalent to the statutory term ‘Asia,”’ 
but means the region extending from Japan and Korea, on the one side, around 
southeast Asia to Burma on the other, not including Ceylon, India, Pakistan, and 
beyond. Nine countries in this region are currently receiving nonmilitary forms 
of aid and are included in the proposals for such aid in fiscal year 1957. They 
are: Cambodia, China (Taiwan), Indonesia, Japan, Korea, Laos, the Philippines, 
Thailand and Vietnam. 


PROPOSED PROGRAM FOR FISCAL YEAR 1957 


No major shift in emphasis or the nature of aid, for the Far East as a whole, is 
contemplated in the programs proposed for fiscal year 1957, as compared with 
fiscal year 1956. Economic support to the military effort necessarily continues 
at a high level, keeping pace with needs, as the strength of armed forces is pro- 
gressively built up with aid in materiel and training provided through the military 
assistance program. In the portions of programs not related directly to the 
military effort, somewhat greater attention is given to basic economic develop- 
ment.. Significant changes for countries, individually, are referred to in describing 
country programs in a later part of this statement. 

The total recommended for Far East countries in fiscal year 1957 is $835,250,000, 
exclusive of military assistance and assistance provided from the President’s 
Fund for Asian Economie Development, which is discussed in a separate presenta- 
lion. This total would appear to be about $97 million more than the figure for 
fiscal year 1956, and approximately $67 million less than that for fiscal year 1955. 
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However, there is little difference between the level of aid proposed for fiscal year 
1957 and the amounts actually available for use in the two preceding fiscal years, 
The reason is that a substantial sum, originally programed for use in fiscal year 
1955 but subsequently found not to be needed for that year, was applied against 
fiscal year 1956 requirements, thereby reducing the amount required in new funds 
from fiscal year 1956 appropriations. When the aid levels for the 2 earlier years 
are adjusted to reflect this shift, the maximum difference in the figures within this 
3-year period is less than 2 percent. 

Out of the total of $835,250,000 proposed for fiscal year 1957, $754,900,000, or 
about 90 percent, is for the countries around the periphery of Communist China 
which are supporting large armed forces—Korea, China (Taiwan), Vietnam, 
Cambodia, ond 1 Laos. About 10 percent, or $80,350,000, is recommended for 

rograms in the remaining countries—Japan, the Philippines, Thailand and 

ndonesia. By functional components, the amounts recommended are: for 
defense support, $792 million; for development assistance, $4 million; and for 
technical cooperation, $39,250,000. Defense support assistance is recommended 
for 7 of the 9 far eastern countries in the program, development assistance is 
recommended for 1; and technical cooperation is recommended for all 9. 

It is planned that about a quarter of the $792 million for defense support will 
be spent in financing the dollar cost of machinery and equipment for projects. 
The balance of almost $600 million will be used largely to finance salable com- 
modities needed by the economies, including $117.3 million for the purchase of 
United States surplus agricultural commodities. These salable imports will be 
sold for the local currency of the country, which will in turn be used for the 
purposes of the program. It is planned that the equivalent of about $380 million 
of these local currency funds, or 48 percent of total defense support funds, wil! 
be used, as it becornes available, for the direct support of the military effort. 
The remaining $220 million, or about 28 percent of defense support funds, will be 
used for purposes not directly military, but which indirectly contribute to the 
ability of the country concerned to maintain its defense effort. These sums 
will be spent largely to help meet the internal cost of projects receiving assistance 
in the defense support and technical cooperation programs. 


PROBLEMS TOWARD WHICH PROGRAMS ARE DIRECTED 


Other witnesses have described the situation in the Far East and the policy 
considerations that have been taken into account in formulating these proposals for 
aid. It might be well at this point, however, to make particular mention of the 
broad problems, largely economic in nature, for which countries of this region will 
have to find solutions if they are to maintain their independence. The programs 
proposed for fiscal year 1957 are designed to help the free countries of this region 
solve these problems without resort to radical measures. Summarized, these 
problems are: 

1. Military forces larger than can be supported out of the country’s own 
resources. 

2. Communist-supported efforts to fan discontent, weaken governments, 
and gain control from within. 

3. Basic internal deficiencies making it difficult to build up the funda- 
mental economic strength on which, in the current Asian setting, the main- 
tenance of their national independence depends. . 

The need for those forms of assistance which bear more directly on the security 
of these countries is generally well understood. In the situation currently pre- 
vailing in Asia, however, the dominant preoccupation of the majority of its 
countries, understandably, is with problems related to the maintenance of their 
independence and to their development, and with their aspirations to achieve 4 
position of dignity among the nations and a better living for their people. Asian 
countries are moving; the main question is, in what direction? The direction 
which Asian countries take, in the critical years just ahead, will be determined 
to a very considerable degree by the course they choose in their efforts to deal 
with these aspects of their problem. Under these circumstances, military solu- 
tions alone will not suffice. 

In their efforts to develop solutions to nonmilitary problems, however, these 
countries are confronted with economic situations which require external economic 
and technical assistance if they are to succeed with such efforts. Economic 
oa in most of them is now proceeding too slowly to keep pace with the need 

‘or employment and improved living conditions of an expanding population, and 


with increasing military costs. Present progress is not adequate to provide con- 





awe ese el 


MUTUAL SECURITY ACT OF 1956 225 


vincing evidence for the peoples of free Asia that the fruits of a system based on 
freedom and justice are more attractive than those to be gained under a Com- 
munist system. By contrast, it is constantly being brought to their attention 
that Communist China and the U. 8. S. R., starting as underdeveloped countries, 
have made rapid progress in development, and have become major world powers. 

Past programs of United States assistance have been successful in helping build 
up effective military and other security forces, without serious disturbance to 
economies. The need now is for a more balanced approach in our aid programs, 
continuing economic assistance to military efforts where needed and desired, but 
also giving adequate assistance toward the solution of other important problems. 
Our aid must help make such progress with fundamental forms of development that 
there is a sense of hope for the future and tangible evidence of the progress being 
made. The proposals presented for the coming fiscal year provide support for 
programs aimed at achieving these twin goals. 


HOW UNITED STATES AID HELPS MEET THESE PROBLEMS 


Let me point out how the money appropriated by the Congress goes to work 
in helping solve these problems, after it has been determined which of them shall 
be given attention in the particular country. The dollars appropriated are spent 
in ways which provide the following kinds of resources: (1) supplies, equipment, 
and technical services for direct use in projects; (2) salable commodities, which 
meet deficiencies in the local supply of essential goods; and (3) local currency of 
the country, derived from the sale of these commodities, helping to meet internal 
costs of the program which the countries cannot finance out of their own resources, 

In many cases, the problems to be solved require not one but a combination of 
these resources. Where budgetary resources are not adequate to meet costs of 
the military effort, local currency is made available for its direct support. These 
funds go for such items as pay, allowances, or rations, and toward the local cur- 
rency cost of military installations such as airfields or naval bases, for which mili- 
tary assistance funds provide the direct dollar financing. 

A second large portion of the resources is applied to capital improvement 
projects that serve both a military and an economic purpose. Projects of this 
nature include the construction or improvement of highways and bridges, railways, 
harbors, and telecommunications facilities. Support to such projects may be both 
in dollars, for supplies, equipment, and services, and in local currency to help 
finance internal costs. 

A third major segment of the program includes projects advancing the basic 
development. of the country, not related directly to the military effort. These 
are in such fields as irrigation, industrial development, and malaria control. By 
giving employment, they help maintain internal stability; and through helping to 
expand and diversify agricultural and industrial production, they gradually in- 
crease the ability of the country to support out of its own resources a larger share 
of its military and civilian requirements. An important aspect of the value of 
such projects is the feeling of progress they engender among the people and the 
positive contribution they make toward economic advancement and better liv- 
ing conditions. 

These activities—the import of salable commodities, the local currency assist- 
ance, and the building up of the productive capacity of the country—are together 
the means relied on, in their total effect, to control inflation, to create internal 
stability, and to help build the economic foundations essential to success in efforts 
to continue as free and independent nations. 


RECENT PROGRESS IN THE AREA 


Aid, extended along these lines during the past several years, has contributed 
to certain substantial accomplishments. One very tangible result is the armed 
strength of countries of this area, in all somewhere between 1} and 2 million men, 
built up without seriously disturbing their economies. In Vietnam, the greater 
hope for the future and stability, now found there, is in part a reflection of what 
the Government has been able to do with our assistance in handling the 600,000 
civilian refugees from North Vietnam, in building up its armed forces, and in 
activities strengthening government administration and improving the welfare of 
the people. In Korea, with United States assistance, inflation has been retarded, 
and the beneficial results of rehabilitation are beginning to mapas. 

In Taiwan, these specific indicators illustrate progress that has been made: 
Inflation, which seriously threatened the stability of the islands until 1951, has 
since been held within manageable proportions; industrial output, since 1950, 
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has risen 95 percent, and railway freight ton-kilometers 79 percent. In the 
Philippines, as another example, President Magsaysay’s rural program has 
helped substantially to reduce the Huk menace; substantial Philippine private 
investment in small- and medium-sized industries has been sparked; the effective. 
ness of Government operations has been increased; and ownership of family-type 
a with clear title has been increased by the modernization of the bureau of 
lands. 
AID TO COUNTRIES ON PERIPHERY OF COMMUNIST CHINA 


As I have said, about $755 million, or roughly 90 percent of the funds proposed 
for economic and technical assistance in the Far East is planned for 5 countries 
around the periphery of Communist China, having large armed forces. These 
countries, and the amounts recommended for them, are: Korea, $305.5 million; 
China (Taiwan), $89.4 million; and Cambodia, Laos, and Vietnam, $360 million, 

There are urgent economic reasons why assistance in the amounts proposed 
should be made available to these countries. These are not large countries—in 
population they range from about 2 to 22 million—and their natural resources 
are not yet well developed. Their dominant economic activity is agriculture: 
industrial development is still in its early stages. They have neither a sufficient 
volume of products for export to earn the foreign exchange required for neces- 
sary imports, nor a tax base from which they can derive adequate revenues to 
meet their internal budgetary requirements. 

In fiscal year 1955, the Korean military budget was equivalent to 90 percent of 
the Korean Government’s own revenues and the figure may be 70 percent in fiscal 
year 1956. China (Taiwan) devotes to its military effort about 75 percent of the 
combined revenues of the Provincial and Central Governments. Korea and Viet- 
nam are suffering economically from the effects of partition, and from the need to 
eare for large numbers of refugees that have fled from communism, seeking 
freedom. They, as well as Cambodia and Laos, are still suffering from destruction 
caused by military action. Without external assistance providing foreign ex- 
change for essential imports and local currency to help meet internal costs, all 
five of these countries would quickly be in danger of serious inflation, threatening 
objectives which it is hoped these programs may help achieve. 

Of the $754.9 million proposed for economic and technical assistance to these 
countries, $737 million is for defense support and $17.9 million for technical 
cooperation. Of the $737 million requested for defense support, about $171 
million is expected to be used for the direct dollar cost of equipment and supplies 
for projects. The balance, of about $566 million, or approximately 78 percent of 
the total, is to be used largely for salable commodities from which local currency 
will be derived. 

Out of this local currency, as it becomes available, it is expected that the equiv- 
alent of roughly one-half the total funds requested for defense support will be 
needed for direct support of the military effort. The balance will go toward 
meeting the internal costs of activities contributing directly to the basie develop- 
ment of these countries, and indirectly to their security. 


AID TO KOREA 


The magnitude of assistance proposed for Korea in fiscal year 1957—%300 
million for defense support and $5.5 million for technical cooperation—is approxi- 
mately the same as the amount being provided in the current fiscal year. Of the 
total amount recommended for defense support, about 30 percent will be spent for 
supplies, equipment and technical services for projects. The balance will be 
used to import salable commodities, yielding local currency. 

The portion of this local currency to be applied to the direct support of mili- 
tary efforts, as a supplement to Korean budgetary resources, represents a sub- 
stantial percentage of total defense support funds proposed for the coming fiscal 
year. A larger percentage, partly in dollars and partly in local currency, will be 
used for reconstruction and development purposes—to procure and install capital 
equipment, and to provide materials and technical support for other projects 
rehabilitating and expanding Korea’s productive capacity, and improving its 
public service facilities. 

Of these funds for reconstruction and development, approximately 70 percent 
will be applied to capital improvements. Such investment will serve to increase 
the economy’s capacity to provide a larger share of its own requirements. It 
also will be directly useful to the armed forces, in the aid given to rehabilitate and 
improve such facilities as railways and hydro- and steam-generating powerplants. 
The development or expansion of various industries, such as cement, chemical. 
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and paper, and the improvement of irrigation and flood control, will add to Korea’s 
general economic advancement. A smaller percentage of the funds for non- 
military. purposes will be used to improve public and social institutions, rehabili- 
tate public-health facilities, and expand well construction and water-system 
rehabilitation. 

AID TO CHINA (TAIWAN) 


Of the $89.4 million recommended for the fiscal year 1957 program in Taiwan, 
$86 million is for defense support and $3.4 million is for teennical cooperation. 
Almost 60 percent of these Defense Support funds is to be used for local currency 
generating imports of United States surplus agricultural and other salable com- 
modities. The balance is required to finance the dollar cost of supplies, equip- 
ment and services for direct use in projects. As in Korea, a substantial part of 
the local currency, when it becomes available, is to be applied to direct military 
support purposes; but the larger percentage of the defense support funds is to be 
applied to developmental projects. 

Projects to be included provide for: (1) expansion of electric power generation 
and transmission facilities; (2) construction of an east-west highway and reclama- 
tion of farmland, giving employment for retired servicemen; (3) railway loco- 
motives and cars needed for military and other transportation; (4) expansion of 
irrigation systems; and (5) loans to small private iadustries and establishment of 
an industrial productivity center. The technical cooperation program, for which 
$3.4 million is recommended, concentrates on projects in education, health, 
industry, and the rural program under the Sino-American Joint Commission on 
Rural Reconstruction (JCRR). 

The somewhat iacreased emphasis in the coming fiscal year on funds for capital 
improvement is believed not only to be necessary to meet production and employ- 
ment needs of a rapialy growing population; it also is believed to be the best 
approach to a buildup of Taiwan’s capacity for self-support. The alternative is 
to continue indefinitely supplying the consumption needs of an expaading popula- 
tion through a steadily rising volume of United States financed imports. 


AID TO CAMBODIA, LAOS, AND VIETNAM 


The total of $360 million proposed ia economic and technical assistance for 
these three countries, in fiscal year 1957, is slightly lower than the amount. 
actually available for utilization this year. It is very substantially below the 
level of aid made available to these countries in fiscal year 1954, the last year of 
hostilities. The $360 million is divided as follows: for defense support, $351 
million; for technical cooperation, $9 million. 

Defense support funds will be used preponderantly to import salable consumer 
goods and capital ftems generating local currency. The local currency will be 
used for essential military and developmental expenditures, which are far beyond 
the capacity of these countries to meet out of their own resources. 

Major project activities to be financed out of fiscal year 1957 funds, helping to 
build up economie strength, include: 

In Cambodia.—Completion of the Phnom Penh port highway, begun in fiscal 
year 1956; improvement of other highways and inland waterways; and expansion 
of irrigation. 

In Laos.—Construction of roads to link major Lao cities now accessible only 
by air and water; improvement of power and communications facilities; and other 
activities such as endemic disease control, crop and livestock development, and 
the encouragement of small industry. 

In Vietnam.—Improvement of roads, ports, and communications; capital im- 
provements to increase the output of agriculture, small industries and mining; 
and low-interest agricultural credit, particularly for refugees. Other continuing 
expenses, incident to the care and resettlement of refugees, will be taken care of 
under the various categories of activity in the regular program. 

In these countries, also, a substantial percentage of the funds will be used to 
help expand public health and educational facilities, build up the national police, 
and improve Government administration. 


A1ID TO THE PHILIPPINES 


For assistance to the Philippines we recommend a total of $30.9 million, in- 
cluding $7.2 million for the local costs of military construction, $10 million for 
industrial credit, $7.8 million for equipment and supplies needed for developmental 
projects, and $5.9 million for technical cooperation. 
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One of the more interesting activities in the Philippine program is the project 
providing industrial creait. In this project, surplus agricultural commodities 
fina iced with aid funds will be sold for pesos, which the Philippine Government 
will lend to Philippine private investors to finance local costs involved in estab. 
lishing small and medium sized industries. Dollars for the purchase of imported 
equipment they may need will be secured from the Export-Import Bank or other 
sources. Technical assistance to potential investors is supplied through specialists 
on the staff of an industrial productivity center. 

The $7.8 million proposed for imports of equipment and supplies will be devoted 
largely to projects in the fields of agriculture, road improvement, education and 

th, in support of President Magsaysay’s self-help rural program. As an inte- 
gral part of the assistance given, a large number of these projects also have the 
benefit of technical assistance provided through the technical cooperation com- 
ponent of the program. The Philippine Government will appropriate entirely 
out of its own funds the equivalent of $37 million to cover the local currency 
cost of these projects. 
AID TO THAILAND 


The funds requested for fiscal year 1957—$30 million for defense support and 
$4.6 million for technical cooperation—are of approximately the same magnitude 
and for the same general purposes as in the current fiscal year. 

Defense support funds will provide for continued assistance to the following 
types of activity already begun: highway development; urban power expansion; 
smaller projects, such as the northeast tank irrigation and ground water develop- 
ment; and a modest industrial development loan program, to serve as a catalyst 
for Thai private industrial development. Of the defense support total of $30 
million, more than half is to be used for commodities which, when sold, will 
provide local currency for the support of projects to which the United States is 
also furnishing dollar aid. The fiscal year 1957 technical cooperation program 
will focus on activities helping to (a) improve public administration, especially 
fiscal management; {b) diversify the Thai economy; and (c) increase intercountry 
cooperation within mainland southeast Asia. 


AID TO INDONESIA 


The amount of $12 million recommended for United States assistance to 
Indonesia in the coming fiscal year is slightly higher than in fiscal year 1956. 
The increase is in technical cooperation, for which $8 million is requested as 
compared with $7 million in fiscal year 1956. An additional $4 million is recom- 
mended in development assistance for two important projects begun in 1953— 
malaria control and civil police administration—the training aspects of which are 
provided for in the technical cooperation program. , 

Other technical cooperation funds will be used to: (a) Meet Indonesia’s great 
need for technicians and managers, through training and education in agriculture, 
engineering and medicine; (b) help increase productivity through agricultural 
extension, industrial training, and mining and engineering advisory services; and 
(c) resettle people in Sumatra from overpopulated areas in Java, by assisting in 
land clearance. 

The $4 million proposed for development assistance in fiscal year 1957 will 
finance special supply and equipment requirements for the malaria control and 
police programs. ‘The police program, by improving internal security conditions, 
is contributing to stability and increased economic activity. ‘The malaria- 
control program, now in its third year, is expected ultimately to help rid 30 million 
Indonesians of this debilitating disease. 


AID TO JAPAN 


The $2.85 million of fiscal year 1957 funds requested for Japan will support 
the continuation of a technical cooperation program begun in April 1955, Essen- 
tially a productivity program, it is designed to aid Japan in improving indus- 
trial production and marketing techniques, so that it will be able to maintain 
living standards and support its defense forces. United States support to this 
program is given through a privately organized but government-approved Japan 
Productivity Center. 2 

Since 1945, Japan has had a chronic trade deficit, which has been substantially 
reduced in the past 2 years, but which still is offset only because of heavy United 
States special expenditures in Japan. 
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In the face of this situation Japan is confronted with the need to (1) improve 
its competitive position so as to earn sufficient foreign exchange to pay for essential 
food and raw material imports; and (2) increase revenue and foreign currency 
assets in order to finance industrial capital expansion, pay reparations and external 
debts, and meet other essential Government expenditures. : ‘ 

The request for $2.85 million—which compares with $950,000 in 1956—is in- 
tended to help enlarge the program of the Japan Productivity Center so that its 
services can be made available not only to the larger Japanese firms able to pay a 
substantial share of the costs, as was done this year, but also to smaller indus- 
trialists and labor representatives not able to do so. Some 40 teams for study in 
the United States, representing management and labor in important Japanese 
industries, are contemplated during fiscal year 1957 in such fields as industrial 
machinery, electric power, heavy chemicals, office management, industrial re- 
search, and marketing techniques. Six-week seminars, led by United States 
specialists, will be held in Japan on such subjects as market research, industrial 
engineering, cost accounting and sales promotion. . r . 

The program also will finance contracts with two universities, to improve basic 
training in Japan suited to industrial needs, and will include attention to problems 
of upland agriculture and livestock production. 


Mr. Moyer. I have two charts here which I think graphically and 
briefly show the highlights in the program. I think I can describe 
them best by referring to these charts. 

(The charts referred to follow on pp. 230 and 231.) 

Mr. Moyer. The first one relates to the funds which we are propos- 
ing in support of economic and technical assistance programs in the 
Far East for fiscal year 1957. 

I would like to point out first, the total of $835 million which you 
see here, for the area, covering all kinds of assistance of the non- 
military type. 

Chairman Ricwarps. That includes everything but military 
assistance? 

Mr. Moyer. Yes, sir. 

Chairman Ricwarps. That is technical assistance 

Mr. Moyresr. Technical and everything outside of military assist- 
ance. 

The actual amounts, which you will see in your book, are these 
figures at the top on the left side of the chart. According to these 
figures, you will notice that the amount in 1955 was larger and the 
amount in 1956 smaller than the amount we are proposing this year. 

Chairman Ricwarps. Let me say this. At the other end of the 
table they probably cannot read these figures, and perhaps you could 
read them out. 

Mr. Moyer. These figures here, which you will find in the book, 
are for 1957, $835,250,000; for 1955 the total was $902 million. For 
1956, it was $742 million including about $4 million provided for 
Indonesia from the President’s Fund for Asian Economic Development. 

The reason the figure for fiscal year 1956 is smaller is that we were 
able to devote from the fiscal year 1955 amount a portion which we 
found, upon more careful study, we did not require for Vietnam in 
that year. When you shift that portion from 1955 to 1956, the 
amounts for the 3 years are approximately the same—there is a slight 
increase in fiscal year 1957 but not a very great difference. 

_ This total figure is largely, as you will see here, in defense support. 
From here on I will refer only to the 1957 figures. 

Out of a total of a little over $835 million, $792 million is in defense- 
support-type assistance. Technical cooperation is a little over $39 
million. One item of $4 million is for development assistance. 
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FAR EAST MUTUAL SECURITY PROGRAMS 
( Excluding Military Assistance ) 


FISCAL YEARS 1955 -1956 - 1957 
($ Millions ) 
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PLANNED USES OF FY 1957 MUTUAL SECURITY FUNDS 


(Excluding Military Assistance ) 


PROPOSED FOR FAR EAST PROGRAMS 
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Here are the Far East countries and the amounts divided among 
the nine countries which are receiving assistance in this program. 

Chairman Ricwarps. Wait a minute. What page is that? 

Mr. Moyer. If you have this gray-covered book, I am speaking 
from the unclassified version, you will find the figures on page 88 of 
volume I. That is the book with the gray cover. 

‘ Chairman Ricwarps. They are the same figures as you have up 
ere? 

Mr. Moyer. Yes. You will find in the book, however, blanks left 
for Vietnam, Cambodia, Laos, individually. I have here, however. 
the combined totals. The individual figures are classified, and we 
can discuss them in executive session. You will not find them 
individually there, but I have grouped them here. 

Looking at this chart, the first thing which is quite obvious is the 
great difference in the amounts of aid as between the separate coun- 
tries or groups of countries. This is China, the Republic of China on 
Taiwan. Thisis Korea. This represents the three states of Vietnam, 
Cambodia, and Laos. There are three blocks under each country 
representing 1955, 1956, and 1957. 

The whole red portion is defense support. The blue portion at the 
end is technical cooperation. In the case of Indonesia, this green is 
development assistance. There is no development assistance in any 
of the other countries. 

Mr. Vorys. On your chart you break down defense support into 
military support and nonmilitary activities. Military support isn’t 
direct forces support, is it? 

Mr. Moyer. No, sir. Military support, as we call it here, we 
usually prefer to describe as direct economic support to the military 
effort; it refers to the local currency assistance such as we provide to 
Vietnam and some other countries, to help defray the cost of troop 
pay allowances, food and other maintenance items, as well as for local 
currency support to construction projects of the military assistance 
program administered by the Department of Defense. 

Mr. Vorys. I thought that was direct forces support? 

Mr. Moyer. Direct forces support is the dollar costs of installa- 
tions or other types of assistance of that kind. The amount shown 
here is all local currency support. 

The local currency is so closely tied in with the whole economy that 
the decision has been made to weave these internal costs into the 
economic program. ‘This refers only to the local currency support of 
these activities. 

Mr. Jupp. How do you get that much local currency, $835 million’ 
You have to spend an awful lot of dollars to get that much local 
currency don’t you? 

Mr. Vorys. Generate counterpart? 

Mr. Moyer. Generate counterpart. The local currency portion 
of the entire $835 million program is nearly $600 million. That is, of 
course, where this large import program comes in. 

Mr. Jupp. We ship in goods that are sold to those governments for 
their currency, which we then use for military support and non- 
military activities? 

Mr. Moyer. That is correct except that these goods are sold to the 
public. However, in the case of Vietnam, Cambodia and Laos, this 
year, because we weren’t able to get the goods in fast enough to 
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generate the local currency, when needed, we had to make a limited 
amount of direct dollar grants to the host governments to acquire 
local currency in advance of the importation of commodities. 

From here on, wherever we can practically, we will generate local 
currency by bringing in that kind of goods. 

However, as I pointed out, this entire $835 million is not all for 
saleable commodities. A portion of that—perhaps I had better 
develop my story a bit and it will come out, if I may do so. 

Let’s take up the defense support component. You will see here 
there are two blocks. There is the solid red and a cross-hatched red. 
The solid red refers to the military support part. You see that is by 
no means the whole of it. The rest of it is for nonmilitary projects. 
The nonmilitary portion also breaks down. 

About half of it is for the dollar costs of machinery, equipment and 
supplies, and services of various kinds. The other half, roughly, is 
for salable commodities, which also then are sold in the country and 
provide local currency. 

For this program, as a whole, I might just summarize the break- 
down. The local currency portion will require approximately $600 
million, which will be made available largely through commodities. 
That, which is about 75 percent of the defense support total, will be 
used for commodity-type assistance and for the local currency these 
imports will provide, supporting both the military effort and non- 
military projects. The remaining 25 percent is for the dollar cost of 
machinery, equipment, supplies, and so forth. 

I think of just one other point here. You will notice in these big 
blocks on the chart where the real money goes. These are the coun- 
tries around the periphery of Communist China that are supporting 
large military forces. Approximately 90 percent of all these funds 
will go for those countries. 

This second chart, I am afraid, will be even less visible, but I will 
explain it: $835 million is a lot of money. How is that money put 
to work to do what we want to do in these programs? This chart is 
intended to show the flow of action from one step to the other. 

Here, at the top, are the appropriations proposed. At the bottom 
is the final objective. I start with appropriations because that is 
what we are talking about here. But when we formulate these 
programs, we don’t start there. We start down here and move up- 
ward: Objectives, through basic obstacles, results, and so on, finally 
coming out with the appropriations requested. 

Because we are starting today from appropriations, let me start 
there and move downward toward the achievement of our ultimate 
objective. 

What do we do with this money, first of all? We spend it for three 
major purposes. ‘This money will purchase the salable commodities 
[have been talking about, about $600 million worth. It will purchase 
supplies and equipment for nonmilitary projects, that is, for projects 
not directly related to the military effort, and will pay for technical 
services and training. Broken down: for supplies and equipment, it 
is $181 million; for technical services and training, all kinds, in the 
technical cooperation program plus the technical services in defense 
support projects, about $55 million. 

This is what the money buys, in the first instance. This is what you 
do with the money. Now, where does it go? From there on it moves 
Into two major types of activity. 

75009—56——16 
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It is applied, first of all, to the military support activities that I have 
referred to. This is local currency support of military forces, and 
the local currency cost of facilities in the military assistance program 
for which the dollar cost is provided in the military assistance program, 

Then, there are the nonmilitary types of activities. All the tech- 
nical assistance, all the other capital improvement, health, education 
agriculture, all of those things are here. 

Divided between the two, about $380 million will go into military 
support, and about $455 million into the nonmilitary types of activi- 
ties. In percentages, roughly 45 percent will go for military-support- 
type activities. Approximately 55 percent will go for the nonmilitary 
activities, which have an indirect bearing on security and defense, but 
are not directly applied to the military effort. 

These are the broad activities. What, more specifically, do we do? 
We have got these resources: The salable commodities, the local 
currency, supplies and equipment, and technical services. What are 
they applied to? 

Chairman Ricuarps. Have we that in the book? 

Mr. Moyer. It is not, sir. 

Chairman Ricuarps. It is not? 

Mr. Moyer. If you like, we could get a copy made and insert it. 

Chairman Ricuarps. You can’t see the figures down there at the 
end of the table. They can’t go much by that chart. It doesn’t do 
much good to refer to the chart for those sitting down there. If we 
had it here in the book, we could look at it while you are referring to it. 

Mr. Moyer. I am sorry that we didn’t have one. 

Chairman Ricuarps. You will have to designate what each item 
is as you refer to it. 

Mr. Moyer. Would it be helpful if we had a copy made and inserted 
it in the record? 

Chairman Ricuarps. It would. 

Mr. Moyer. We can do that. (See chart on p. 231). I will move 
rapidly through it. In the military support, there are two things for 
which the funds are used: 

One, for the military pay, allowances, food, and so forth, notably in 
countries like Vietnam; and two, for the local currency cost of military 
construction, the dollar cost of which is in the military program. 

Then, with the non-military-type activities, there is one group of 
projects, highways, harbors, airfields, which serve both military aad 
economic purposes. There is another group, industry, mining, and 
so forth; and then, finally, health, education, agriculture, and so forth, 
bringing benefits directly to the people. 

That is what we do with the money. The last part is the “why.” 
What are we driving at? Specifically, we are driving at, first of all, 
the support of these large forces. We are driving at the control of 
inflation. We are driving at internal political and social stability, 
increased capacity for self-support and progress with basic develop- 
ment. These results all are related to the solution of these three 
fundamental problems, to which we think these programs must be 
related. 

As I hope this makes clear, we haven’t just sat around a table and 
spun a wheel to decide this and that. The programs are related to 
definite objectives, and definite problems which we are trying to solve, 
in the use of this aid. 
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The problems fundamentally are. these three: Military forces 
bevond the capacity of the countries themselves to support; Com- 
munist-supported subversion designed to weaken and gain control 
from within; financial and personnel deficiencies hindering basic 
development, and the achievement of basic aspirations of these 
countries. 

We think if we succeed in helping the countries to solve these 
problems that these programs will make the contribution they are 
intended to make—toward the achievement of our overall objective. 
That is, as far as these programs are concerned, the military and 
economic strength which the countries assisted need to maintain their 
security, preserve their independence, and develop free institutions. 

Chairman Ricwarps. You have finished your preliminary state- 
ment? 

Mr. Moyer. I could go on. 

Chairman Richards. Go right ahead, sir. 

Mr. Moyer. That is an effort, very briefly, to present the sub- 
stance of what these requests are, which are not easy to encompass 
in a brief interval or brief statement. I hope that they will make 
clear what we are asking for. 

We have spent a good deal of thought taking stock. As these 
programs have been developing, what has been accomplished? What 
progress has been made; in general, where are we leading toward? 

One point in progress, it has been possible, with these programs, to 
help support the, reughly, million and a half or two million men that 
are in the Armed Forces of the countries of these areas without seri- 
ously disturbing the economies. 

It has been possible with these programs also to help recover from 
effects of war. I think it is perhaps not always realized that while 
World War II didn’t affect so many of these countries, there was 
serious subsequent fighting. There is a substantial amount of 
rehabilitation and also problems of dislocation that these programs 
have had to deal with. 

Destruction in Korea and Vietnam are outstanding examples of 
dislocation, an outstanding example is the very large movement of 
refugees from North Vietnam. All of these problems had to be 
attended to. I think we can say that we are over the hump in this 
part of the effort. There are still elements to be attended to. But 
the major part of this is in the past. 

Secretary Robertson has referred to some of the improvements 
which have been noted in the internal situation. Various factors have 
contributed. I think it is fair to say that it is not likely they would 
have been achieved without these programs. 

In Korea, in the last 6 months, we have reached near economic 
stability. We do not know whether it yet is permanent, but Korea 
now is in much better shape than a year ago. 

In the Philippines, 2 or 3 years ago, we know what the situation 
was. Internally, it is very much better at the present time. Like- 
Wise, in Vietnam, and Laos. There are accomplishments. Progress 
has been made in dealing with some of these basic problems. 

There has been increasing realization that the aspirations of these 
countries to proceed with their basic development are an important 
element in the situation in the Far East today. Anything we can do 
in helping to achieve those aspirations also will improve their own 
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productive capacity and will thereby make it possible for them t, 
support with their own efforts more of the cost of their military effort. 
We recently made a study which has provided some interesting jn. 
formation on this subject. There is only one country in the Far East 
that has a long enough history where we can see what effects these 
programs have sean had toward increasing self-support. 

e have been telling this committee for the last couple of years 
that we have been trying to increase self-support. Obviously, the 
more the country can provide for its basic needs the less has to be 
provided from the outside. In Taiwan, the program has now been 
im operation for roughly 6 years, in some scale. What has happened 
in Taiwan during this time? 

There are numerous indicators that can be pointed to. We have 
made a study of the revenues of the Government, which are perhaps 
one of the best indicators as to what has happened in Taiwan. We 
started in 1952, when things were beginning to stabilize. From 1952 
until 1956 the revenues of the Republic of China more than doubled. 
It is a very substantial figure. I perhaps had better not give figures 
in this session. 

If translated into dollars, at a comparable price level—there has 
been some inflation, so a Taiwan dollar in 1956 isn’t worth as much as 
a Taiwan dollar in 1952—but making allowance for that change, these 
_— show that the Government of the Republic of China now out 
of its own revenues has between 40 and 60 million dollars more per 
year for the support of its various costs than it had in 1952. That 
en for inflation. The total is a larger figure, if that is not allowed 
or. 

This increase in revenues is due to various reasons, but it is an indi- 
cation that progress is being made. Had that not occurred, the aid 
bill would be approximately that much more. I give that as another 
indication of progress. 

I was going to say something as to where we now stand. Obviously, 
the support for the military forces is still high and is going to be high. 
In the nonmilitary activities, as we are being freed from the burden 
of rehabilitation and refugee costs, we are devoting somewhat more to 
basic development. 

But I would like just in closing to mention one point which is not 
related to the program at all, not related to the content of the program, 
and that is to say that Mr. Hollister and many of the rest of us agree 
with many of you that one of the most urgent problems at the present 
time is to improve the effectiveness of the aid that is given. 

I would simply like to say that this problem is being taken very 
seriously at the present time. Effectiveness depends, first of all, on 
whether you have the right program itself, on whether what is in the 
program is right. It depends, secondly, on how it is implemented. 
I won’t go into detail. But in a number of ways we are trying to get 
at these two basic difficulties, so that for the money spent we will get 
greater benefit, both economic and political. Thank you, Mr. Chair- 
man. 

Chairman Ricwarps. Thank you, Mr. Moyer. 

I would like to state for the information of the committee that we 
cannot have a session this afternoon on account of the fact that 
most of us will have to be on the floor. We had planned to have 
General Lemnitzer and Mr. Wood testify tomorrow morning. 
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But we still have to have a statement made by. Mr. McGuire. It is 
evident we won’t have time for a long questioning period. 

In the morning, the same team of witnesses will be here and we 
will question them at that time. 

How many can be here tomorrow afternoon? I hope we can, 
because we Will start with General Lemnitzer tomorrow afternoon 
and try to get finished on that phase of the program this week. 

Now, we have Mr. McGuire, Deputy Assistant Secretary of Defense, 
who will make a statement in reference to the military aspects. 


STATEMENT OF E. PERKINS McGUIRE, DEPUTY ASSISTANT SECRE- 
TARY FOR INTERNATIONAL SECURITY AFFAIRS, DEPARTMENT 
OF DEFENSE 


Mr. McGutre. My statement is short, Mr. Chairman, and I would 
like to read it, if I may. 

Mr. Chairman and members of the committee, unlike some other 
areas of the world, the military situation in the Far East has been 
relatively quiescent in recent months. Nonetheless, the continuing 
danger of further Communist gains, through actual aggression or by 
means short of war, constitutes a continuing threat to the security 
of this area of the world. The magnitude of this threat is reflected 
in the size of the request for military assistance funds for this area 
next year—$1 ,026,596,000. 

Korea and Vietnam, where the free world has so recently been 

forced to engage in active combat, continue to be points of great po- 
tential military danger. In North Korea the Communist ground 
forces are currently being strengthened through the introduction of 
new and improved weapons and jet fighter bases are being built up 
in violation of the terms of the armistice. In North Vietnam Com- 
munist military forces have been substantially enlarged and otherwise 
strengthened in violation of the Geneva accords. In Communist 
China, opposite Taiwan, there has been a steady buildup of transport 
and commercial facilities to support ground, air, and naval forces. 
In southeast Asia from Vietnam on the east to Thailand and Burma on 
the west, Communist infiltration, subversion, and paramilitary oper- 
ations are day-to-day menaces to human life, governmental author- 
ity, the freedom of independent nations and the foundations of democ- 
racy, 
_ The United States Government already has made a contribution 
in the Far East. of $6 billion of military aid, including over $3% billion 
of equipment which was furnished directly to the Governments of 
Korea and Japan prior to the institution of the mutual security pro- 
gram in these countries. These assets represent the bulk of the mili- 
tary hard goods and other equipment for the 1% million to 2 million 
free Asians under arms who are supported in part by our military as- 
sistance program. We have made as a nation a vastly more import- 
ant contribution in lives and suffering to ensure the freedom of inde- 
pendent nations in this region, a freedom which is important to our 
own freedom and security. 

To continue to support the forces of these nations and to provide 
for a limited strengthening of part of these forces, an additional $1.026 
billion will be needed in fiscal year 1957. Almost three-quarters of 
this amount is required for Korea and Taiwan and Japan. The 
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remainder is for military aid to the Philippines, free Vietnam, Laos 
Cambodia, and Thailand. Although requirements of military aid 
for these countries last mentioned are smaller than for the other Fay 
East countries, continued effective support of these free nations js of 
great importance to the security of the free world. 

The request for more than $1 billion of military aid in the Far East 
represents a substantial increase over appropriations for this area for 
fiscal year 1956. The increases requested for assistance to ground 
forces will be utilized primarily to improve the quality and usefulness 
of equipment which has already been furnished. Large amounts of 
spare parts and components must be furnished to keep this equipment 
in proper running order. For air defense, funds are needed to modern- 
ize and to increase the size of the existing air forces. Particularly, 
more jet aircraft are required in view of the jet aircraft now being 
added to the Far East Communist forces. Some limited strengthen- 
ing of naval forces also is necessary in several of the countries. This 
is particularly true in Japan, for the traditional skills of the Japanese 
in maritime affairs and the importance of ocean shipping make the 
growth of a stronger Japanese Navy an important and integral part 
of that nation’s security in the years ahead. Furthermore, the exist- 
ence of such a force, side by side with the naval forces of other free 
nations in the Pacific, significantly increases the deterrent to Com- 
munist aggression. 

One of the most significant developments in maintaining the security 
of free Asia is the encouraging growth of the Southeast Asia Treaty 
Organization. The members of this regional security pact are: Aus- 
tralia, France, New Zealand, Pakistan, Philippines, Thailand, United 
Kingdom, and the United States. 

SEATO has three main purposes: First, defense against open, armed 
aggression ; second, defense against subversion; and third, the improve- 
ment of economic and social conditions. From a military point of 
view, United States interest stems from article IV of the treaty which 
provides that— 

Each party recognizes that aggression by means of armed attack in the treaty 
area against any of the parties or against any State or Territory which the parties 
by unanimous agreement may hereafter designate, would endanger its own peace 
and safety, and agree in that event to act to meet the common danger in accord- 
ance with its constitutional processes. 

The implication of this statement as it pertains to the United States 
was clarified by the United States at the time the treaty was executed 
by the statement that its recognition ‘applied only to Communist 
aggression.”” Therefore, in considering methods for the military im- 
plementation of SEATO, representatives of the United States have 
been acutely aware of the vital importance of United States military 
aid programs as a means for strengthening the deterrent capability 
of indigenous forces in the SEATO area. 

On the assumption that indigenous forces can be developed to the 
point where they will be capable of maintaining internal security and 
providing a limited deterrent to overt Communist aggression, n0 
material change in the military planning of the United States is con- 
templated. by United States participation in SEATO. As a comple- 
ment to the indigenous capability, it is considered that reliance shall 
be placed for military defense of the treaty area upon mobile allied 
power which can strike an aggressor wherever the occasion may de- 
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mand. Although this capacity should be sufficient to deter aggres- 
sion and obviate the necessity for a buildup of large forces at all points, 
it does not decrease the importance of each member nation being 
alert to its own national security and the requirements necessary to 
maintain the security of the treaty area. 

SEATO, from a military point of view, is not a panacea for all the 
ills of the area but does complement other United States treaties 
with nations in contiguous areas. Much has been accomplished in 
the military implementation of the treaty. Planning studies have 
been prepared in various technical and specialized fields which have 
indicated deficiencies which should be overcome and requirements 
which should be fulfilled. A determination has been made as to what 
measure of standardization can be achieved in organization, and in 
methods of training and equipping the forces of member nations. 
Particular attention has been given to the provision of training facili- 
ties by one nation to assist the forces of another in both technical 
and specialized fields. The great distances which separate the mem- 
ber countries make difficult the conduct of combined exercises but 
several such exercises, the most important of which was Operation 
Firm Link at Bangkok, Thailand, have now been conducted. 

In summary, it is desired to emphasize that the future military 
capability of SEATO will, to a considerable degree, be dependent 
upon United States support of SEATO through continued military 
assistance programs for those southeast Asia countries with whom we 
have bilateral mutual defense agreements. 

As to Korea.—A free and independent Republic of Korea is one of 
the most important security objectives of the United States in the 
Far East. Any weakening of our relative military position in this 
area would be viewed by both the free world and the Communist 
world as a major change in United States foreign policy. The armed 
forces of the Republic of Korea are a major bulwark against Com- 
munist aggression. The ROK Army is the largest non-Communist 
army in Asia. Its will to resist. aggression is unquestioned. Any 
weakening of our support would have serious repercussions through- 
out the entire Far Eastern area. 

Adequate maintenance of military weapons and equipment is an 

essential feature of retaining the effectiveness of the Republic of Korea 
forces. Substantially larger funds, therefore, are being requested to 
provide the necessary spare parts and components to maintain the 
equipment in good operating condition. Additional resources will 
also be needed to strengthen the Air Force of the Republic of Korea. 
Food, clothing, petroleum products and other soft goods must be 
supplied to the Korean armed services through our military assistance 
program. ‘The small size and limited resources of the country, the 
relatively large numbers of forces in comparison to the total popula- 
tion, and the destruction suffered during the Korean war combine to 
prevent the Koreans from assuming a large portion of financial respon- 
sibilities of these requirements. 
_As to Japan.—The strategic importance of Japan to the United 
States and the free world was manifest when the Korean war broke 
out. Japan was not only a strategic base for U. N. troops going to 
Korea but it also was an important military production base. 

The mutual assistance agreement with Japan was signed March 
8, 1954. Before that time the United States lent certain military 
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equipment to that country, and its economy was substantially assisted 
by direct United States military expenditures in support of the oceu- 
pation and Korean war. 

The Japanese ground self-defense force is expanding and developing 
into an organization that will eventually be. able to defend Japan. 
The air self-defense force, this year, will be flying planes furnished 
through military assistance funds. Some of these planes were 
assembled in Japanese factories. The maritime self-defense force js 
limited to a number of vessels of destroyer size or smaller. 

The Japanese plan for military defense provides for modest increases 
in the strength of all three services in fiscal year 1957, and in successive 
years. The Japanese Government is increasing its expenditures for its 
defense forces during the next year by approximately 15 percent. 
United States military assistance proposed for fiscal year 1957 would, 
if approved, provide the Japanese defense forces with essential equip- 
ment which they are not providing within their own defense budget. 
Certain items could not, in any case, be provided from their own 
production in fiscal year 1957. 

Taiwan.—The military forces of the National Government of the 
Republic of China are second in size only to the Korean forces among 
the anti-Communist nations of the Far East. 

In light of the efforts of the Chinese Communists to build up their 
military offensive capacity on the mainland opposite Taiwan, the 
further strengthening of the combat effectiveness of the Government 
of the Republic of China military organization is essential. Sub- 
stantial progress has been made, both in equipping them with modern 
weapons and in training them in their use. 

Special attention will be given in fiscal year 1957 to an extension 
of air defense capability, especially through provision of additional 
jet aircraft. In addition, training of army reserve forces will be 
emphasized. 

As in the past, provision of military soft goods must be continued 
at a high level in fiscal year 1957. Nearly one-third of the entire 
military assistance requirements for Taiwan will be for clothing 
materials, rations, petroleum products, construction supplies, and 
other similar requirements of the armed forces. 

Philippines.—In the Philippines, internal security continues to 
improve as the threat of Communist-led rebels is reduced. The 
growing effectiveness of the Philippine armed services, supplied with 
weapons, gunboats, aircraft, equipment, and training through the 
United States military assistance program, is also encouraging. 

The general need of economic development, however, has been 4 
major factor in the inability of the Philippine Government to provide 
adequate funds for the support of its defense forces. Thus the pres- 
ent defense expenditures, which amount to approximately 20 percent 
of the national revenue, are a strain on the Philippine Government. 
The security of the free world in this area requires continued provision 
of United States military supplies and equipment, and training of the 
Philippine armed forces. 

Free Vietnam.—The organization, level of skill, and general strength 
of the free Vietnamese forces have increased substantially during the 
last year and may be expected to increase further in the foreseeable 
future. These forces are becoming effective, in cooperation with 
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the police, in destroying subversive forces who oppose a free and 
independent, democratic regime in free Vietnam. Thus there is 
substantial hope for improving the internal security of this area of 
southeast Asia. 

Only limited amounts of mutual security military assistance funds 
are needed to support the free Vietnamese forces. Equipment 
already furnished prior to mid-1954 is currently sufficient to meet 
most materiel requirements. Limited funds, however, will be neces- 
sary to provide spare parts and replace wornout equipment. Some 
funds will also be needed for construction, petroleum products, and 
limited amounts of other military soft goods to support the Vietnamese 
forces. 

Laos and Cambodia.—Preservation of internal security in Laos and 
Cambodia requires effective military forces since the proximity of 
these countries to Communist-controlled areas makes them par- 
ticularly susceptible to Communist paramilitary activities. However, 
the major portion of the amounts of arms needed to meet this internal 
security threat was already in Indochina prior to the Geneva accords. 
The relatively small sums of United States military assistance funds 
for these countries are chiefly needed to provide the forces with mainte- 
nance and such items as food products, petroleum, and other suppl es. 

Thailand.—The free world orientation of Thailand, its position in 
SEATO, and the effectiveness of its military organization combine 
to make it one of the most influential small nations in Asia. Through 
military assistance, the United States has already contributed much 
to equipping the Thai forces. The requirements in fiscal year 1957 
are primarily to protect this prior contribution. 

The primary function of explaining the economic or nonmilitary 
programs rests on Mr. Moyer of ICA. However, I would like to 
emphasize that these economic, nonmilitary programs are important 
to the security of the United States and the free world. 

1. They make possible the maintenance of the large forces in 
Korea and Taiwan and the substantial forces in the other far eastern 
nations, except Japan, to which we render military assistance. 

2. They provide for essential construction (for example, highways, 
communications projects, and so forth) which greatly improve the 
defense posture of the country concerned. 

3. They help directly or indirectly to assist the development of 

these countries, which must develop if they are to maintain internal 
stability. All these aspects of the nonmilitary program are beneficial 
to the general security situation and are part of a single interdependent 
program in each of the countries affected, designed to accomplish the 
security objectives of the mutual security program. 
_ Chairman Ricnarps. Thank you, Mr. McGuire. We will have a 
little time for questioning. We will be in executive session in the 
morning. There are a few questions I would like to ask, and I am 
sure there will be some that others would like to ask. If you think 
they should be asked in executive session, don’t hesitate to say so. 

Mr. Robertson, in your statement, you talk about Communist 
threats and gains in the Far East. 

Then, on page 3 of your statement, you say: 


, There is general improvement in free world competence to deal with these 
ensions, 
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You mention the word “improvement.’’ Some people don’t think 
there is much improvement along that line. Have you anything 
further to say about that? 

Mr. Rosertson. I think there has been improvement, Mr. Chair- 
man. I was trying to illustrate that a serious threat remained and 
the threat was too serious for any of us to be complacent about it. 

I think there has been an improvement, a very marked improve- 
ment which is demonstrated by the fact that the Communists haye 
realized that in order to combat our policies, they have to make a 
radical change in theirs. 

I think our willingness, and a knowledge on the part of the Com- 
munists of our willingness to meet force with force, our collective 
security arrangements, our going ahead with SEATO in the face of 
all the threats that were made about it, and criticism that was made 
of it, has made them realize that we will meet force with force. 

I think one of the most outstanding examples of improvement is 
South Vietnam. Last year, when we were down here talking about 
South Vietnam, it looked as if its problems were overwhelming. 
President Diem was faced with the constant threat of military sub- 
version from the Vietminh to the north. He had the formidable 
challenge to his authority by the armed self-seeking religious sects. 
There were some 800,000 refugees from North Vietnam, some 600,000 
of whom had to be resettled. It looked as if it were touch-and-go 
as to whether we would be able to save that situation. 

What has happened in the last year? We were tremendously im- 
pressed in our conversations with President Diem just a few weeks 
ago. In the last year he has grown greatly in stature. You see it in 
his whole personality, in his poise, in his confidence, in his assurance. 
He has proven himself with his own people. 

He won a great victory in national elections for a constituent as- 
sembly as well as in a national referendum contesting the authority 
of Bao Dai. 

We had been told by some of our allies that the Vietnamese would 
never repudiate Bao Dai. They did and rallied to Diem. He won 
an overwhelming victory. The national assembly is now working 
on a constitution for Free Vietnam. 

I think the free world can take deep satisfaction from what has 
happened in South Vietnam. However dedicated he might have been, 
President Diem just couldn’t have done what has been done without 
American aid and support. 

I think you can find many signs of encouragement which make us 
know that we won’t lose this game unless by default. 

The challenge has changed in very subtle and formidable ways. 
Take the Russians, for instance. Take the question of our surplus 
agricultural products. As we all know, we have a tremendous surplus 
of agricultural products. It is one of our great economic headaches. 

The Russians, the Soviet bloc, and Chinese Communists alike are 
short of agricultural products. It is a good deal for them when they 
can trade capital goods, equipment and technicians in exchange for 
things they really need. That is no strain on their economy, because 
they are getting something they very much need themselves. 50, 
they go in, ostensibly, with no strings. They say, “We give you what 
you want. You can spend the funds the way you please. We will 
send in our technicians to help you.” 
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We all know that is just a facade behind which they will come in and 
eradually take over. 
~ Chairman Ricwarps. You are talking about the surplus agricultural 
commodities. There are many of those countries, or a number of 
them, that have agricultural surpluses themselves. 

(Discussion off the record.) 

Chairman Ricuarps. In that connection, here is Japan, the work- 
shop of the Pacific, and we are having competition in American in- 
dustries from Japanese products. The charge is being made that 
they are putting some of our industries out of business. I doubt that 
it is that bad yet. But, anyway, it is going to be a growing cry in 
this country. 

In connection with that, people are saying, ‘‘Why does not Japan 
open up markets over there?” Is it more easily said than done. But 
there are many of the countries in the Far East that could sell their 
surplus raw products to Japan and Japan sell manufactured goods 
to them. Why has not that program been pushed more? 

Mr. Ropertson. It has been pushed, Mr. Chairman. One of our 
principal objectives is to help Japan develop her markets in Southeast 
Asia. Japan manufactures the kind of things Southeast Asia needs 
and Southeast Asia has the raw materials and products Japan needs. 

Perhaps that is a little oversimplification. There are many things 
that retard the establishment of trade in Southeast Asia. There is 
a great residue of hatreds and suspicions left in these countries where 
the Japanese were in occupation. Also, the question of reparations, 
which is now beginning to be solved, has been a retarding factor. 

(Discussion off the record.) 

Mr. Cuatuam. I read the other day that Burma had increased 
their trade with Russia in rice to 400,000 tons from 150,000 tons this 
year. Are they, bartering or selling that for gold? 

Mr. Rosertson. For capital goods, technicians. 

Mr. CuatHaM. They more than doubled it? 

Chairman Ricuarps. He gave that awhile ago. 

Mr. Cuatuam. I am sorry. 

Mr. Rosertson. Thurmond, what I was saying is that rice is a 
commodity which the Burmese have to contend with whether they 
will or not, if they are going to survive. They have a tremendous 
surplus that they must find markets for, if they are going to succeed 
at all at home. 

The Russians come in and offer capital goods, equipment for indus- 
trial development, and technical services in exchange for rice. They 
have just signed an agreement for 400,000 tons a year for 4 years. 

Mr. Cuatuam. In your opinion, would they take our rice in barter 
or for gold? 

Mr. Ropertson. The Russians? 

Mr. Cuatuam. Yes. 

Mr. Rospertson. I certainly do not think they would. 

Mr. Cuatuam. You think they are getting enough 

Mr. Rosrertson. That would strengthen us. 

Mr. Cuatuam. They wanted butter. 

_ Mr. Roprrtson. Yes. I think they will do whatever they think 
it is in their own interest to do. But I don’t think buying our surplus 
rice 

Chairman Ricnarps. I think you have introduced a bill on that? 
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Mr. Cuatuam. I have a bill to allow us to dispose by barter o; 
trade to any nation. It has the approval of the State Department, the 
Agriculture Department, and the President. 

Mr. Jupp. The President? 

Mr. Cuatuam. He mentioned it in January, that of course we were 
handicapped, or something to that effect, that we could not dispose 
of surplus farm products all over the world. 

Mr. Rosertson. Was it approved for trading with Red China? 

Mr. Cuatuam. Any nation. Red China was considered in the bill. 
It is H. R. 10264. 

Mr. Rosertson. We would send agricultural products—— 

Mr. Cuatuam. Barter or trade to any nation in the world. 

Chairman Ricnarps. As far as Burma is concerned, if I were jp 
Burma, I would do that very same thing. 

Mr. Rosertson. You would have to do it for self-preservation. 

Mr. Jupp. I wanted to recall that Mr. Robertson first appeared 
here in March 1948, when he and General Wedemeyer said that, for 
less than a billion and a half dollars over a period of 3 years, we could 
prevent China’s going to the Communists. The now Senator Mans- 
field sat across there and said, ‘““We can’t afford any such expenditures.” 

Some of us said that, if we didn’t do that then, it would cost us 
billions later. I read it is already 6 billions for just military aid, not 
counting the Korean war, and all the other billions we have spent as 
a result of our shortsightedness at that time. 

I think we would be equally shortsighted now if we were to balk 
at these expenditures, great as they are, because in my opinion, if we 
manage to keep those areas free it will save us money in the long run. 

Without the Communist conquest of China there wouldn’t have 
been the wars in Korea and Vietnam. That is over the dam now, 
but we can learn from it. 

Chairman Ricuarps. We won’t go back to that. 

Mr. Jupp. But the lesson is there. We made a grievous mistake 
in 1948 when we didn’t listen to Mr. Robertson. hope we don’t 
make the same mistake again by not listening to him now. 

Just one question: Do you feel that with the Communist buildup 
on the mainland opposite Porin6es; there is any evidence of intention 
to start actions against Formosa at the present time? 

Mr. Rosertson. It is awfully hard to probe the Communist mind. 
I can only give a personal opinion, which is based on a great many 
intangibles. I personally don’t think they are going to attack For- 
mosa any time within the foreseeable future. They are putting them- 
selves into the position where you can talk from a position of strength. 
They know they can talk from strength a darn sight better than from 
weakness. 

Mr. Jupp. If they have a strong-enough force in being, they may 
not need to use the force but can win by the threat of it. 

Mr. Rosertson. I think they are putting themselves in the place 
where they can make the threat of a formidable force. 

Mr. Jupp. If war broke out in the Middle East, and the United 
States became involved, would you not expect that they would move 
against Formosa then? If they could get us in two wars at the same 
time that would serve their world interests enormously. 

Mr. Rosertson. I would rather discuss that in executive session. 

(Discussion off the record.) 
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Chairman Ricwarps. Japan is the largest purchaser of surplus 
agricultural products in the world today, I think. 

“Mr. Ropertson. And Japan also, Mr. Chairman, is the largest 
purchaser of cotton—our best market for cotton. 

Chairman Ricwarps. There is no doubt about that. 

Mr. Ropertson. Also, we must keep in mind when we sometimes 
get upset about our own problem that we sell Japan three times as 
much as we buy from Japan. So, we have a selfish interest in this 
thing from both standpoints. It isn’t just a one-sided proposition. 

Chairman Ricwarps. Mr. Fulton, you wanted to ask a question? 

Mr. Futron. Some of the members of the Foreign Affairs Com- 
mittee had been in the Orient recently on a trip. Some came back 
with disturbing reports on the confidence that some of these leaders 
in these countries in the Orient had as to the United States position 
in that area, and likewise a tendency toward a lack of confidence in 
our United States programs. 

Could I ask you the general question: From the time that you 
were out in the Far East before, about a year or so now, what is your 
overall idea of the United States position and the free world’s position 
in the Orient; is it better or worse? 

Mr. Rospertson. I think, Mr. Fulton, that our position in Asia is 
much stronger than we often think it is, and we sensed that on this 
tr 


ip. 
IT don’t like to talk about India because it is not in my territory, 
not in the area for which I have any responsibility. But in India, 
Secretary Dulles and Prime Minister Nehru had some 5 or 6 hours of 
conversation. I don’t think you could say that either one convinced 


the other of his viewpoint about certain questions. But I think I 
can say, and I have read the minutes of those discussions, that the 
talks were useful in clarifying positions about questions which had 
been subjected to the most grotesque propaganda and distortion. 

India of course has its problems, too. They have a tremendous 
problem in India. Anyone in Mr. Nehru’s position would be very 
much concerned about it. I would like to tell you a little bit more in 
detail in executive session. There is nothing I want to hide, but I 
don’t think it would be proper for me to discuss personalities. 

Mr. Futron. Could I finish with this, then: Would you agree with 
me that United States aid to India would be an assistance as well to 
the countries farther east in maintaining their independence? 

Mr. Rosertson. I do say so. I think it is perfectly natural that 
we get disturbed and irritated by some of the public positions that are 
taken in some countries. But, after all, we are trying to save the 
world from communism. There are a great many people in India. 
The people are going to continue to be there. The leadership of any 
country is transitory, however good or bad it might be, but the 
people remain. 

The people are there, and getting those people on our side, for my 
book, is much more important than any of the personalities involved. 

Chairman Ricnarps. We will have to go down to the floor. We 
will meet in the morning in executive session. If you gentlemen will 
come back, we will appreciate it. The committee stands adjourned 
until 10:30 tomorrow morning. 

(Whereupon, at 12:15 p. m., the hearing adjourned.) 
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THURSDAY, APRIL 12, 1956 


House or REPRESENTATIVES, 
CoMMITTEE ON ForeEIGN AFFAIRS, 
Washington, D. C. 

The committee met, pursuant to call, in room G-3, United States 
Capitol, at 10:53 a. m., Hon. James P. Richards (chairman) presiding. 

Chairman RicHarps. The committee will come to order, please. 
We will continue hearings on H. R. 10082, to amend further the 
Mutual Security Act of 1954, as amended, and for other purposes. 

Ladies and gentlemen, you remember that we had yesterday three 
witnesses here in public session, the Honorable Walter S. Robertson, 
Assistant Secretary of State for Far Eastern Affairs; Dr. Raymond 
T. Moyer, Regional Director, Far Eastern Operations, International 
Cooperation Administration; and Mr. E. P. McGuire, Deputy Assist- 
ant Secretary for International Security Affairs, Department of 
Defense. All of these gentlemen are back here with us this morning. 
We are in executive session. All people in the room have been checked. 
We will proceed with the hearings in executive session. 

Do any of you gentlemen want to make an additional statement? 
Mr. Robertson, do you have an additional statement, before we begin 
the questioning? 


- 


STATEMENT OF HON. WALTER S. ROBERTSON, ASSISTANT SEC- 
RETARY OF STATE FOR FAR EASTERN AFFAIRS, DEPARTMENT 
OF STATE 


Mr. Rosertson. I didn’t make all of my statement yesterday. I 
have several paragraphs more which I should like to be presented in 
executive session. With your permission, I will now read this addition 
to my statement. 

You will recall, Mr. Chairman, that last year in the confidential 
appendix to our request for the establishment of the Asian regional 
fund, we specifically called to your attention the possibility that it 
might have to be used in part to finance bilateral programs in one or 
more of the countries in the Far East. At that time, we said: 

These and other specific situations confronting the United States in this region 
cannot be provided for in the regular country programs at this time. Should one 
or more of such situations develop in a manner which would make our aid effective 
in bringing these countries more closely into alinement with the United States 
and other free-world countries, the flexible authority requested for the President 
will be employed. 


The Soviet economic activities in the Far East during recent months, 
with which you are familiar, give us additional reasons for needing 
the utmost flexibility in an area which is of such great importance to 
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the United States and the free world. The Asian development fund 
is set up to be used not only in what is technically termed the Far 
East, but for the greater arc of Asia extending from Japan down to 
include southeast Asia and India, Pakistan, and Afghanistan as well, 
The problem, therefore, of approaching the requirements of this vast 
area on a regional basis are self-evident. At the same time the fund 
offers an unusual opportunity for the United States to make ap 
effective contribution to the solidarity of Asia. 

The long period of colonialism in southeast Asia tended to insulate 
the individual areas from trade and cooperation with each other, 
Now that independence has been achieved in much of Asia, it is only 
natural that geographic proximity and regional interests will permit 
much closer relationships to be developed among the newly inde- 
pendent countries. ‘The encouragement and assistance we can provide 
in this trend will constitute a real contribution to the political stability 
of Asia and to its security. 

To overcome the habits of centuries regarding the absence of close 
interrelationship between countries and to foster the feeling of region- 
alism is not an easy task, nor will it be achieved rapidly. The provi- 
sion in the Asian development fund which permits its funds to be 
utilized over a period of 3 years rather than the usual 12 months is 
in recognition of this basic fact. In addition to the regional aspect of 
the fund, we may be presented with justified requirements for utilizing 
the Asian development fund for new bilateral programs or for the 
augmentation of existing country programs. 

Finally, however, I should like to emphasize that ICA and State 
are in complete agreement that if other funds are available from savy- 
ings in other programs, these will be used as it is our desire to keep the 
regional fund intact for regional projects, if possible. 

Chairman Ricwarps. Mr. Moyer or Mr. McGuire, do you have an 
additional short statement that you want to make? 


STATEMENT OF DR. RAYMOND T. MOYER, REGIONAL DIRECTOR, 
FAR EASTERN OPERATIONS, INTERNATIONAL COOPERATION 
ADMINISTRATION 


Mr. Moyer. I have just a short one. I would like, first, to clarify 
a point I made in response to Congressman Judd’s question yesterday 
in which he said that the counterpart, the local currency funds, are 
largely derived from salables. That is true. 

I said that in emergency situations we had found it necessary last 
year and again this year to make certain direct dollar transfers in order 
to get the local currency more rapidly than would be possible through 
salable imports. I was referring particularly to Cambodia, Laos, and 
Vietnam. 

I don’t think I was quite clear in what I said beyond that. But 
we may find it still necessary in emergency or certain unusual situa- 
tions to make such direct dollar grants. I would not like to give the 
impression that we feel that the need to use this procedure for generat- 
ing local currency has completely passed. It is not the usual practice, 
but it may be necessary. 
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One second point, which I had intended to add yesterday but didn’t: 
In some countries the program includes, where requested by the re- 
cipient nation, assistance in the developing and strengthening of civil 
police forces. Such assistance is normally directed toward improving 
the organization, administration, and technical competence of such 
forces through advice, training, and demonstration provided under 
the technical cooperation program. In some countries it also includes, 
as part of the defense support or development assistance program, the 
furnishing of police equipment and material beyond a demonstration 
level. Aid of this type can be particularly useful in countries where 
a young government is faced with the problem of newly developing, 
along with all the other key governmental services, an effective, 
democratic instrument for the maintenance of law and order. 

Chairman Ricnarps. Mr. McGuire, do you have a statement? 


STATEMENT OF E. P. McGUIRE, DEPUTY ASSISTANT SECRETARY 
FOR INTERNATIONAL SECURITY AFFAIRS, DEPARTMENT OF 
DEFENSE 


Mr. McGuire. I do, and I would like to have this prepared state- 
ment put in the record and I can summarize it briefly. 

Chairman RicHarps. How long will that statement take? 

Mr. McGuire. It will only take 3 or 4 minutes. 

Chairman Ricwarps. Without objection, that statement will be 
placed in the record at this point. 

(The statement referred to is as follows:) 

Mr. McGurre. Mr. Chairman and members of the committee: 
I would like to expand a little on the unclassified remarks which I gave 
in open session. I will limit these remarks to specific comments on 
the various aspects of our program in the Far East that I could not for 
security reasons give in open hearings. 

We have prepared for you in detail the significant facts about the 
program, and these are contained in the classified presentation books 
which you have before you. 

(Discussion off the record.) 

Chairman Ricnarps. We will proceed under the 5-minute rule and 
and then go back so that each member can have all the time he wants. 

Mr. Burleson. 

Mr. Burteson. Thank you, Mr. Chairman. Mr. Secretary, as I 
recall, you said yesterday that our policy in Asia was one to prevent 
the extension of communism. I assume that is our policy all over the 
world. Is that the same policy of containment we used to hear about? 

Mr. Rosertson. I am not sure that I know all that the contain- 
ment policy involved, but we surely are trying to contain them. 

As I say, our policy is to curb the power and prevent the extension 
of communism, international communism. I hope we are doing it all 
over the world. We are certainly trying to do it in Asia, and in order 
to do that, we are trying to strengthen the countries of the free world, 
to make them less vulnerable to Communist blandishments. 

Mr. Burteson. My next question may sound like one of opposition 
to any foreign aid. As a matter of fact, it might appear as if it were 
coming from an isolationist. If so it does not reflect my personal 
attitude. But it seems to me from your statement yesterday, al- 
though you did have a note of optimism all the way through, as did 
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Dr. Moyer and Mr. McGuire, conditions in Southeast Asia haye 
deteriorated. We see now that Ceylon has gone to the left. 

I am wondering, since we have spent hundreds of millions of dollars, 
yes, billions of dollars in this part of the world, if we can point to 
very great accomplishments in efforts to continue to sell this program, 
In other words, can we account for all the money that we have spent, 
and what we intend to spend, in the accomplishments of preventing 
the extension of communism in this area? 

Mr. Roserrson. It is my opinion, Mr. Burleson, that if we had 
not done it, we wouldn’t be here talking this morning about trying 
to save that area from international communism. I think the Com- 
munists would have already won the ball game. 

It is certainly true that you can’t be black and white about these 
things. We are dealing with all different shades of gray. Very often 
you are not sure what is the best thing to do. 

But it is my very earnest conviction that the alternative for not 
doing what we are doing is to make certain that we present Asia to 
the international Communists on a silver platter. 

The only real opposition, the only force in Asia that is opposing 
the spread of international communism is the United States. [ asked 
one of the Asians on this recent trip: What would countries like 
India and Indonesia and Burma—how would they feel if we suddenly 
became neutralists? He thought they wouldn’t like it. 

If in fact there is no difference between these power blocs, if it is 
just one system against another—whether you are going to have a 
socialist system or individual capitalist system. If that is all the 
difference, then I think we are throwing our money away and pouring 
it down a rathole. But if there is a basic, fundamental human 
difference, where one system to carry out its programs has no regard 
for human life or individual liberty, or the rights of a person as an 
individual, if he is just fodder for a government machine—we can’t 
forget that the Russians liquidated some 15 million in imposing their 

rograms in Russia, and in China we don’t know how many they 
1ave liquidated. The estimates run as high as 20 million. We know 
they are incredible. The actual murders transcend imagination. 

If our opposition isn’t based upon something much more funda- 
mental than economic aid and raising the standard of living, then 
I think we are wasting our time and treasure. 

(Discussion off the record.) 

Mr. Burueson. I got the impression yesterday, Mr. Secretary, 
when you emphasized the trip that you and Secretary Dulles made 
out in that part of the world, that we were on shifting sands when we 
had to go out and explain to a lot of people the conversations we were 
having with the Chinese Communists relative to some prisoners. 
our relations are built on that sort of thing, it would not require much 
to completely destroy them. That, added to the feeling that we are 
running around trying to stick our finger in a lot of holes in the dike 
to stop the flow here and there, keeps us on a jumping jack. As we 
pacify one place a hundred more spring up. 

Mr. Rosertson. We are faced with a tremendous challenge, 4 
tremendously difficult job, and it is not going to get easier. We have 
to continue to do, it seems to me, what we have been doing in making 
our position clear. 
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You are dealing with an area where illiteracy is enormously high. 
Some of it runs 70 to 80 percent; in some countries, maybe 90 percent. 
You are dealing with people who are cut off from the current thought 
of the world. They are victims of what they hear and what they are 
told. We are going to have a hard time keeping what we are doing 
from being distorted and misunderstood, because the Communists 
make it their chief objective to distort and to arouse suspicion as to 
what our motives really are. As I said, I think we have to contin- 
uously explain and affirm our objectives. 

Chairman Rrewarps. Mr. Vorys. 

Mr. Vorys. I want to clear up the categories of what we used to 
call “defense forces support.”’ 

Mr. Moyer gave us yesterday, on defense support, two clarifica- 
tions, military support, nonmilitary activities. He described military 
support—called it direct economic support to the mulitary effort. 
He described the items that had been formerly—what I had thought 
was called “direct forees support.” 

On page 1-13 of the clear book, it seems to me that there is a new 
definition this year. 

I want to know whether Mr. McGuire in presenting his program 
for $1,026 million for military, includes what we used to describe as 
“direct forces support.” 

Mr. McGuire. Mr. Vorys, the direct forces support that we had 
last year is contained in the totals of our program. 

You will find it on each of the pages listing the country items—for 
example, if you will turn to page 127 of volume III in front of you, 
we have listed that direct forces support item. 

As far as the Department of Defense is concerned, there is no 
change at all in the direct forces support item. I am speaking now 
of the things that go to make up the item, or putting it another 
way—— 

Mr. Vorys. What page is that? 

Mr. McGutre. Page 127 in volume III. 

(Discussion off the record.) 

Mr. McGurrz. I think in answer to your question, that as far as 
the Department of Defense presentation is concerned, there is no 
difference in the nature of the direct forces support item from what 
you have been used to hearing. 

Mr. Vorys. What portion of the $1,026 million would be direct 
forces support? 

Mr. McGutrs. I think I can give you that figure. 


STATEMENT OF JAY B. WESTCOTT, ACTING DIRECTOR, FAR EAST 
REGIONAL OFFICE, INTERNATIONAL SECURITY AFFAIRS, 
DEPARTMENT OF DEFENSE 


Mr. Westcorr. It is approximately the same as last year. The 
figure last year was approximately $300 million. 

Mr. Vorys. Roughly 30 percent? 

Mr. Westcorr. Yes, sir. 

Mr. McGurre. I could have Colonel Critz total up the individual 
country sheets and give that to you for this year and last. 

Mr. Vorys. Was it prepared last year as a part of the military item? 
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_ Mr. McGurre. The presentation is identical except that last year 
in the overall total we had a totalof DFS. This year we have broken 
it down to show it by country. 

Chairman Ricuarps. I got the impression yesterday that there 
was a difference. 


STATEMENT OF COL. H. H. CRITZ, OFFICE OF PROGRAMING AND 
CONTROL, OFFICE OF ASSISTANT SECRETARY FOR INTERNA. 
TIONAL SECURITY AFFAIRS, DEPARTMENT OF DEFENSE 


Colonel Critz. May I clarify that, sir? The actual presentation 
last year for the direct forces support was made by FOA. As of 
July 1 of this fiscal year, the direct forces support program became a 
responsibility of the Department of Defense. The presentation be- 
fore this committee last year was made by FOA and not by Defense 
The money was transferred to us with the responsibility this fiscal year, 

Mr. Vorys. What Mr. Moyer said yesterday made me confused. 
I am referring to the transcript of yesterday. I said, “On your 
chart you break down defense support into military support and 
nonmilitary activities. Military support isn’t direct forces support, 
is it?” 

He said “‘No, sir.”” Then here is what he said: ‘Military support 
is under ICA. Military support, as we call it here, we usually prefer 
to say direct economic support to the military effort, refers to the 
local currency, assistance to the troops themselves, pay allowances, 
food and that sort of thing.”’ 

I said, “I thought that was direct forces support.” If that isn’t 
what direct forces support meant last year, then I don’t understand 


Then Mr. Moyer said, “Direct forces support are the dollar costs 
of installations or other types of assistance of that kind.’’ 

Mr. Fuuton. Could we have an explanation on the record of that 
so we could all get it? Let’s have the redefinition, if we could, rather 
than trying to work them out here. 

Chairman Ricuarps. We can do that. I imagine before these 
hearings are over, we will get that in the record, anyway. 

Mr. Vorys. What I want to know is this: On these charts I thought 
the $1.026 billion was military assistance, such as we had used the 
word year after year. I find now that military assistance includes 
something like 30 percent economic assistance. 

Chairman Ricnarps. It will take us a little more time. We will 
go back to that in a minute. I will have to move along so that some 
of the other members can ask questions. We will certainly be thinking 
about that. We will want to go into that fully. Mr. Carnahan. 

Mr. Carnanan. Mr. Chairman, I would just like to get back for 
just a minute to this question of neutralism, and ask any one of the 
gentlemen if they would care to comment on the position of India, 
as to whether or not the present Government of India is really neutral 
if we apply that ssianrians between communism and national au- 
tonomy. 

Mr. Rosertson. Sir, I would like to answer, try to answer any 
oe you ask me, but India is not within the responsibilities of the 

ar Eastern Bureau. 
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I would prefer that someone else answer, but if you insist I will try 
to make such answer as I can. 

Mr. CarNAHAN. I would like to have your reply. 

Mr. Ropertson. I think that Mr. Nehru is very much concerned 
about the situation in India. He has a gigantic problem. Some of 
his neighbors are concerned about it, too. 

I feel that he is exerting his efforts in ways that often times we might 
not approve of in trying to prevent any conflict between the two so- 
called power groups. I think, from his standpoint, he is doing what 
he evidently believes will prevent a clash between the international 
Communists and the United States, the free world. 

I often think about what would be the effect on Asia if Mr. Nehru 
threw his great influence on the side of the free world rather than 
remained a neutralist. That is what I should very much like to see 
him do. 

Mr. CaRNAHAN. That is all, Mr. Chairman. 

Chairman Ricwarps. Mrs. Bolton. 

Mrs. Bouton. I have no questions. 

Chairman Ricwarps. Mr. Hays. 

Mr. Hays of Arkansas. No questions. 

Chairman Ricwarps. Mrs. Kelly. 

Mrs. Ketty. Thank you, Mr. Chairman. I would like to pursue 
the line of questioning that Mr. Burleson and Mr. Carnahan brought 
up. It seems to me there is a great increase in military aid. However, 
the new look of the Soviet is going into the economic field. I don’t 
know of any thought or mention of a long-range program other than 
the Aswan Dam. 

This morning I had breakfast with several people who just came 
back from Japan. It is in line with this map that is on the wall. 
They were talking about the terrific population, the need for real 
economic aid from the United States. They would like to know why 
you aren’t doing something about building roads in Japan so the 
population can get out of the city instead of just sending food and 
military assistance. I know you have to send military assistance to 
keep up to date that which we have over there. Is there any project 
in Japan where you are considering building a road so that they can go 
down to the fishing areas? I have never been to Japan—I am glad 
that several members of the committee have been, Dr. Judd, and 
— I would like to know why some project has not been con- 
sidered. 

Mr. Moyer. The first answer to that, Mrs. Kelly, is the fact that 
Japan’s overall balance of payments position is very much better than 
it was about 2 years ago. Last year they had a very substantial over- 
all favorable balance of payments. As I recall, it was in the neighbor- 
hood of $160 million. Therefore, we did not feel justified in making 
available large dollar aid for such projects. 

However, in the Public Law 480 program last year there was the 
equivalent of about $60 million worth of local currency which was 
loaned to Japan and which Japan now has available for financing the 
internal costs of such projects. Such Public Law 480 assistance being 
given Japan should be quite useful in carrying out the type of project 
you mentioned. 

Mrs. Ketuy. You have a review of the plans for the spending of 
that money, have you not? 
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Mr. Moyer. Yes. 

Mrs. Keitty. What are you recommending? 

Mr. Moyer. We, of course, have to work out those plans with the 
Japanese Government. The Public Law 480 local currency funds are 
provided on a loan basis, not a grant basis. 

Mrs. Ketity. What have they brought up? ‘it seems to me it js 
nothing but expanding of trade. It is a lot of talk. The first thing 
you know she will be going neutral, too. Let’s get our teeth into 
something before she has gone. 

Mr. Moyer. I regret that I don’t have here the list of projects 

that have been proposed. 
» This road, incidentally, was considered at one point in the negotia- 
tions—the Japanese Government had it in mind. If it is not in the 
program, it is because they believe some other project has a higher 
priority. One part of the program is helping them to reclaim certain 
land to build up agricultural production. That is the smaller part. 
The other part has to do with its basic development. I will have to 
get the precise record and submit it later. I am sorry I do not have 
it here. 

Mrs. Keuy. If they have to build up the land and development, 
and so forth, you have to get to the land. That is what I was just 
wondering about. 


Mr. Moyer. Japan has probably one of the best road systems in 
Asia already. 

Mr. Jupp. And a railroad system that for being on time makes 
ours look like a bunch of Toonervilles. 

Mrs. Kexty. Is it a road to Kobe? 

Mr. Moyer. They have roadways down the coast. They have an 
excellent railway system going from Tokyo to Kobe. They did have 
this road project in mind. 

If it is not represented in the group of projects that is now re- 
ceiving assistance, it is because the Japanese Government. itself 
decided it was of a lower priority than some other. 

Mrs. Ketiy. Could we get a review of what you are planning? 

Mr. Moyer. I will submit that for the record. 

(The information is as follows:) 


As a part of the Public Law 480 sales agreement for fiscal year 1955, the 
Government of the United States and the Government of Japan agreed that the 
loan funds to be allocated to Japan under this agreement would be used for the 
following purposes: (1) Development of electric power resources (about 85 
percent of the total); (2) irrigation, drainage, reclamation, and incidental works 
(about 14 percent) ; and (3) activities to help increase productivity of the Japanese 
economy (less than 1 percent). Projects in category (1) include Sakuma, Akiba 
and Miboro Dams, located in central Honshu near Nagoya, and Okutadami and 
Tagokura power projects located in north central Honshu. Under category (2) 
partial financing is to be provided for such projects as the Aichi irrigation and 
land development and reclamation projects in Kousen and Kamikita, as well as 
for the Shinotsu project located in southwestern Hokkaido and northern Honshu. 
Approximately $400,000 (150 million yen) is being used to promote productivity 
activities in Japan. 

In the early stages of negotiation of the Public Law 480 agreement, the Japanese 
proposed that 15 billion yen of surplus commodity proceeds be used to help 
finance the construction of certain new roads in Japan, located in southern Hok- 
kaido, north central Honshu and western Honshu. However, as I indicated 
before, in the final analysis the Government of Japan did not place a sufficiently 
high priority on the road construction program to include it within the general 
categories of use. Since agreement was reached on the Public Law 480 program, 
the Tokyo-Kobe Toll Road has become the subject of much discussion in Japanese 
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circles. The discussions center around the question as to whether the road 
should run along the coastal route or be constructed along the plateaus of the 


mountain chain running throughout the inland area of Honshu. Either routz, 
inland or coastal, is estimated to require from $300 to $400 miliion, of which about 


one-tenth would be required in the form of foreign exchange for the purchase of 
rican-made machinery and equipment. 

Checeana Ricuarps. Dr. Judd. 

fr. Jupp. Thank you, Mr. Chairman. Mr. Robertson, one of the 
theor re s promoted for more than a year by one of the chief intelligence 
services in the world is that Russia’s present great drive ates the 
Middle East is because * is afraid of or je alous of or suspicious of 
Communist China, and she has to take over the Middle East to 
regain the lead in the world. 

Have you any evidence of estrangement between the Communist 
regime in China and the Soviet Union? Or alienation of the Chinese? 
Or suspicion, fear, jealousy, on the part of the Soviet Union with 
respect to that regime? 

Mr. Ropertrson. None whatsoever. I think it is one of the smooth- 
est working teams in the world today. I wish we could get the same 
measure of cooperation out of the free world that the Communists 
get out of theirs. 

Mr. Jupp. There is no evidence of friction? 

Mr. Ropertson. Not the slightest. 

Discussion off the record.) 

Chairman Ricwarps. Mr. Jarman. 

Mr. JARMAN. I have no questions. 

Chairman Ricwarps. Mr. Fulton. 

Mr. Futron. We are glad to have you here. We are always 
interested in what you have to say on policy on the Far East. 

Could I ask you when the President of Indonesia is expected to 
come to the United States? 

Mr. Roprertson. Yes. He is scheduled to come on May 16. It 
has not been finalized. 

Mr. Futron. How long is Sukarno expected to be here? 

Mr. Rospertrson. Three weeks, two or three weeks. 

Mr. Fuuron. You have confidence, don’t you, that he, while going 
off in many directions at times, is nevertheless making progress and 
is a pretty stable fellow? 

(Discussion off the record.) 

Mr. Rospertson. He is a man that exerts an enormous influence 
among the Indonesians. He is a real power there. He has never 
been to this country or to the Western World. I don’t think he has 
ever been in the Western World anywhere. Yes; I understand he 
studied in Holland. 

Mr. Futron. That is why I think his visit is important to us. 

Mr. Ropertson. He has never been here. He is a very impression- 
able sort of fellow. The conversations that Secretary Dulles had with 
him in Indonesia, I think, were helpful. 

I feel that his coming to America and seeing it at firsthand will 
impress him, He will be very much impressed. with America, I am 
sure, 

Mr. Funron. I would like to invite him to Pittsburgh, if you will 
make a note of that. 

Mr. Ropertson. We are very anxious for him to—— 

Mr. Fuuron. For a real purpose. Off the record. 
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(Discussion off the record.) 

Mr. Rosertson. I will make a note of that and refer it to the 
people who are preparing his schedule. We are very anxious for him 
to see as much of America as possible in that time. I should think 
Pittsburgh would be—— 

Mr. Fuuton. I would like to have him meet our people who are 
interested in foreign affairs and our industrial people. 

We have a young fellow named Jungschlaeger, who is the son of 
Jungschlaeger of Indonesia. He is a private in Alaska. Of course, 
the Jungschlaeyer case is widely known. The question is this: When 
Jungschlaeger senior had been taking up our side a little bit, the 
United States’ side, as well as the British side, and I will add on the 
Netherlands, isn’t it possible for us to see that we have some repre- 
sentations that the man isn’t summarily executed? 

Mr. Rosertson. There has been no adjudication of his case yet. 
There has been no verdict brought in. 

Mr. Futon. It hasn’t, but I am afraid of what is going on about it. 

Mr. Rosertson. I think it would be very questionable procedure 
for us to make representations about a verdict that has never been 
rendered. 

Mr. Futron. Wasn’t he really pretty close to our Embassy? The 
complaint is partly over the closeness that he had with us and the 
British. 

Mr. Rosertson. I for one take a very strong position—it is a diffi- 
cult situation for us—that we must remain neutral as between the 
Dutch and the Indonesians. 

It has been difficult for us to do so. We have been abused by the 
Dutch. The Indonesians don’t like it. But, at least for my money, 
it is a wise policy from the standpoint of free world objectives in Asia. 

As to this case, we are, of course, interested in seeing justice done 
all over the world, but how would we feel if we had a case in our 
courts here and one of our people was being tried and we began to 
receive representations from foreign governments before the courts 
had ever had a chance to function? I don’t think we would like it. 

Mr. Furron. We have a little responsibility there. This is the 
father of an American soldier. So, we do intervene when we think 
there is injustice abroad. Here we have special reasons. 

Mr. Rogpertson. Are we going to intervene before a verdict has 
been rendered and say justice will not be done to this man? It is 
touchy ground. 

Chairman Ricuarps. We will have to move along. Mr. Selden. 

Mr. Setpen. Mr. Robertson, in answer to one of Mr. Burleson’s 
questions, you pointed out the tremendous job that we have ahead of 
us in the Far East, and you emphasized the fact that it was not going 
to get any easier. 

Gan we assume from that statement that our foreign-aid program 
in the Far East is going to have to continue indefinitely at at least 
its present level? 

Mr. Rosertson. “Indefinitely” is a pretty big word. I don’t 
think anybody can say it will have to continue indefinitely. But, in 
my opinion, it will certainly have to continue in the foreseeable future, 
if we are going to save that part of the world for the free world. 

Mr. Setpen. Do you anticipate that our foreign-aid program must 
be continued at least at its present level of expenditure in the Far East? 
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Mr. Rosertson. I think as these countries stabilize their economies 
and begin to develop their resources that it will make our load less 
and less. But it is no such thing as the magic of having a year’s 
program and then expecting everything to chante: The result is 
involved in a process of growth and development. We have to com- 
bat such expectations all the time. 

So often countries think all they have to do is get one of our aid 
programs and then they will blossom into prosperity. Of course, it 
isn’t that easy. The objective can be realized only through develop- 
ment and growth. But our objective is to so stabilize these countries 
that we can get out altogether. 

I think as far as the immediate future is concerned, we will have to 
continue our programs. Of course, each year the programs are 
evaluated and recommended in terms of the needs of the country 
concerned. 

Mr. SetpEn. I didn’t know, but by your statement that it wasn’t 
going to get easier, I naturally assumed you felt that we must continue 
our present expenditures for many years to come. 

Mr. Rosertson. I was referring then to the psychological battle 
we must continually wage. It is one of the most difficult parts of our 
program—this psychological warfare. 

Chairman Ricwarps. Mr. LeCompte. 

Mr. LeCompte. Thank you, Mr. Chairman. Mr. Secretary, I 
want to pursue the question a little further that Mr. Selden spoke of. 
You don’t see any time in the near future when we can reduce our 
expenditures for the free world at all? The proposal is even much 
larger this year. 

Mr. Roserrson. I think, sir; that you can only cut the garment 
to the cloth. I think that each year you will have to review these 
programs in terms of what the needs appear to be. 

Mr. LeCompre. Aren’t we gaining any on the situation? 

Mr. Roperrson. I think we are gaining. 

Mr. LeCompter. As one who has voted for all of these bills, for all 
of the appropriations, I was encouraged last year when the appropria- 
tion was slightly less. But this vear I am discouraged to think that 
we will have to appropriate more if we carry the program at the same 
level. 

Mr. Ropertson. I hope very much, sir, that we can convince you 
to vote for this bill. 

Mr. LeCompte. At this time, I expect to vote for it, but I am not 
happy to find the needs growing. 

Mr. Rospertson. We would like very much not to have the necessity 
at all. 

_Mr. LeCompte. If it is going to increase from year to year, the 
time will come when we cannot carry the load. That is inevitable, 
is it not? 

Mr Rosertson. I agree with that, that if increased every year 
the amount could get so big we couldn’t carry it. 

[ hope very much that these sums will be productive and that we 
can do in Asia what we did elsewhere, did despite the criticisms in 
some quarters and the fact maybe that some money was wasted. In 
my opinion, at least, the Marshall plan probably saved Europe from 
communism at a terribly critical time. 
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Mr. LeComptr. Perhaps you are right. The amount of money 
that is proposed in this bill doesn’t cover all of our foreign-aid commit- 
ments by any manner of means, does it? 

Mr. Rozertson. No, sir. The whole program—take the enormous 
sum we have to spend in a country like Korea. Korea is a little 
country of 21 million people. It represents the biggest program we 
have in the world. It doesn’t mean that we have 10 times as much 
friendship for Korea as we have for some of these other countries, 
but it means nowhere else in the world do we have such a situation 
existing as exists in Korea. 

We are really still at war with the Chinese Communists and the 
North Koreans. We have an armistice but nothing has been settled. 
The communists are entrenched north of the 38th parallel in force. 
What we are doing in Korea we are not really doing just for Korea. 
We are doing it for the free world’s interest and our own interest, 
security, and objectives. 

However much the cost—I don’t want to get into a field in which | 
am not competent to testify—but I think our friends in Defense would 
tell you that despite the great cost, it is cheaper to do it this way than 
if we had to put our own forces there. 

Mr. LeCompre. One final question. You think it might be as 
much or more for next year than this bill represents for 1¢ 957? 

Mr. Rosertson. I would say that I would hope it wouldn’t have 
to be as much. But my guess wouldn’t be worth expressing. 

Chairman Rrcwarps. Mr. Pilcher. 

Mr. Pitcuer. Mr. Robertson, I think you know a great deal about 
the Far East. In your personal opinion, are we stronger or weaker 
today in the Far East than we were 12 months ago? 

Mr. Rozertson. That is a hard question to answer. I am inclined 
to think we are stronger. 

I have been very much worried and was until our recent trip. We 
hear reports of dissatisfactions. I was beginning to worry about our 
position. We have just come back from a trip through the Far East. 
I think we are much stronger than we are inclined to think we are. 

Mr. Pitcuer. In your opinion, have we more friends in the Far 
East today than 12 months ago? 

Mr. Rosertson. There again it is hard to answer that question, 
because you are dealing with a great many intangibles. 

Mr. Piucuer. I have always supported this program. I am not 
trying to put you on the spot. 

Mr. Rosertson. I don’t mind being put on the spot. I am trying 
to be honest with you. 

Mr. Pitcumr. I know you are. 

Mr. Rosurrson. I feel the leaders in the Far East, whatever criti- 
cism we get, and we get a great deal from our friends, realize what 
American aid means in helping these countries preserve sheds national 
independence. 

I think most of them realize that if it weren’t for the United States 
they would indeed be victims to Communist overt aggression. 

(Discussion off the record.) 

Mr. Pitcuer. According to your statement a minute ago in answer 
to some question, even though the shooting has stopped in Korea, 

technically then, we are still ‘at war with the Communists in Korea 
today; war is not ended? 
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- Ropertson. That is right. That is the reason that we can’t 
mull ae our protective defénses i in Korea until we are ready to turn 
it over to the Communists. 

Chairman Ricwarps. Mr. Radwan. 

Mr. Rapwan. No questions, Mr. Chairman. 

Chairman Ricuarps. Mr. Williams. 

Mr. Wiru1AmMs. Thank you, Mr. Chairman. Mr. Robertson, it is 
encouraging to hear your replies to Mr. Pilcher that you feel we are 
tronger and we are gaining in the area of your responsibility. 

But I wonder—take Ceylon, a year ago we thought there was a sub- 
stantial feeling of friendship in the then government. That has gone 
and nobody is too sure what the new government means in terms of 
neutralism or even greater orientation toward the Soviets. 

That can’t be considered a gain, by any means? 

\{(r. Ropertson. It surely can’t. There, again, Ceylon is not in the 

ea of my responsibility. But I would like to say that I for one was 
ery much surprised at the election results. When we were there in 
March we talked with the Governor General and the Prime Minister 
and we felt there were no more prowestern leaders in all of Asia than 
they were. 

We knew that in the election there was going to be serious opposition. 
But certainly I was completely unprepared for the results, although I 
said Ceylon is not in my area of responsibility and I had not followed 
the situation there closely. I have enough problems of my own not to 
borrow other people’s, so I was surprised at what happened. 

| don’t know what the result of it will be. As far as the leaders of 
vovernment to whom we talked, and the ones who were in power 
when we were there, they were strongly prowestern. 

As far as they can continue their fight agaiast the Communists, 

I think they w ill and not only against the Communists but also against 
this neutralist drift. 

Mr. WiturAMs. Yesterday you said out there in the area we are 
talking about, the people needed clarification of our position and 
reassurance of our position. 

I just wondered how we are proceeding to clarify and reassure them. 

Mr. Ropertson. There is a continuous distortion of our position 
by Communist propaganda. The people of Asia lose contact with us. 
The Communist distortions sometimes begin to make impressions. 
The Asians begin to wonder just what our policy i is. 

[ said that 1 thought that the Secretary’s trip was very constructive 
and very timely, because sitting down face to face with these Asian 
leaders and holding conversations as he did—I think it was very 
reassuring to those leaders to hear directly from the Secretary of 
State himself just what the American position really is rather than 
to have to rely upon what is reported in the press. 

Mr. WitttAMs. Do you suggest anything else that could be done? 

Mr. Rosertson. That is one of the prime functions of our USIS 
programs, to clarify our position and constantly reiterate it, and see 
that it gets across to people who are really hard to reach, because, 
as I said, there is high illiteracy throughout Asia. 

Mr. Witntams. Thank you. 

Chairman Ricwarps. Mr. Adair. 

Mr. Aparr. Mr. Chairman. Mr. Robertson, I would like to make 
the comment that I was going to make to Mr. Fulton awhile ago. 
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In response to your answer to his question as to whether or not the 
Government of the United States should interest itself in the Jung. 
schlaeger case, you said that you thought we should not. 

Let me say that I completely agree with your point of view, and 
think that officially we should be advised but not intervene. 

Since we—by ‘‘we” I mean our Government; and this committee by 
a recent vote took that same position—permit our own nationals to be 
tried by foreign courts under the Status of Forces Treaties, I certainly 
think it would be most inappropriate if we intervened in a foreign 
trial on behalf of a Dutch citizen. 

We are anxious to see that he has a fair trial, but to intervene would 
be wrong, in my opinion. 

To move on to another point 

Mr. Futron. Do you then not believe that these resolutions which 
have decried and denounced the trials behind the Iron Curtain of 
these religious leaders should have been passed, because we certainly 
a saying that we felt justice should be done everywhere in the 
world? 

Mr. Aparr. Those resolutions are right, but in this case the Indo- 
nesians say that this man is getting a fair and open trial. 

Mr. Futon. Could I just have one more question? 

Chairman Ricuarps. Did the gentleman yield? 

Mr. Aparr. I yield. 

Mr. Futon. Don’t you think with your position that the American 
servicemen and their dependents should be taken care of by the 
United States Constitution, and by our seeing that they should get 
justice, likewise should be the reason for the father of a United States 
serviceman being taken care of, on the basis of getting simple justice? 

ms Apartr. I don’t like to labor the point. The father is not on 
trial. 

Mr. Furton. The father is on trial. 

Mr. Aparr. You are correct—it is the father who is on trial but he 
is not an American citizen. We certainly want to see justice done 
throughout the world. 

Mr. Rosertson. To clarify my position, I don’t mean to say that 
we are not interested. We are tremendously interested in seeing that 
justice is done. We send an observer to the trial, an official observer 
from our Embassy in Djakarta, as evidence of our interest. 

What I was trying to say is that I for one think it would be very 
improper for us to officially intervene in a trial in a foreign country 
before any verdict has been brought in. 

How do we know this man is not going to have a fair trial? How 
do we know that he is going to be given an unfair verdict? 

Mr. Apvarr. Mr. Robertson, I have heard expressed many times 4 
growing concern that I think is fundamental in that part of the 
world; that is, the spread of neutralism, stemming probably from Mr. 
Nehru’s position. Bxe 

It just seems to me our program must be constantly appraised in 
the light of that. Here is Russia who through the years has been 
noncooperative, menacing, and yet she has built up some followers 
there, whether it be because of fear, as I am inclined to think, or 
philosophical agreement or other reasons. Certainly the neutralized 
nations have not been very ready to join wholeheartedly with the 
nations of the free world in this struggle for world peace and freedom. 
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Now, Russia turns about. Are we to be in the position now of 
bidding against her in the economic field? Would that strengthen 
or weaken our international position? 

Mr. Rospertson. It is terribly tough competition, for the reason 
that the Russians—they don’t ask these people to be on their side. 
They just ask them to be neutralists. 

Their propaganda is very clever. They say the thing they are 
interested in is their national independence and keeping them from 
being dominated by the wicked Western imperialists. 

They make no Sends of them except to be neutral. As I said 
yesterday, Russia is short of agricultural surpluses. It is one. of the 
most tremendous economic problems we have. So, the Russians can 
go into a country like Burma and make barter deals for capital goods 
and technical assistance and take in exchange something which they, 
the Russians, really need very much, surplus agricultural products, 
such as rice. 

I think that the alternative—let me say that I don’t think you can 
buy friendship. I think a country which is motivated by the idea of 
allying itself with whatever group will give it the most, will not be 
very much of an ally. 

I think they have to be convinced in their own minds that their 
national destiny—that maintaining their national independence—lay 
in working with the free world rather than the Communist world. 

Unless you can convince them of that I don’t think you have an 
ally much worth having. 

For instance, take a country like Burma. I happen to know the 
leaders of Burma pretty well as people. 

(Discussion off the record.) 

Mr. Rosertson. As I told you yesterday, the Burmese economy 
is tied up inextricably with this one item. The Burmese won’t take 
grant aid from anyone either from us or the Russians. You can’t 
give them anything. They insist on paying. We Americans like 
that spirit. 

The one thing that they can give us, rice, we can’t take on account 
of our own great surplus. 

(Discussion off the record.) 

Mr. Rosertson. [t would be impertinent of me to say what would 
be the attitude of Congress toward our buying surplus agricultural 
products from other countries. 

What I mean to say is, that by our refusing to accept Burmese rice 
the Russians were able to come right in behind us and do just that. 
The Russians have just closed a deal for 400,000 tons of rice per year 
for the next 4 years to a total value of about $160 million. 

Chairman Ricwarps. Mr. Prouty. 

Mr. Provuty. Is there any breakdown in these books relating to 
the technical cooperation projects? In other words, take Indonesia 
as an example. You indicate the total cost of projects there to be 
$8 million. Where can I find what the projects are and how the 
money will be spent? 

Mr. Moyer. There is a book devoted entirely to projects. It is 
this more or less yellow-covered book. It is classified and has not 
been generally distributed. But I believe it is available here. 

rhis contains a description of specific projects. 





262 MUTUAL SECURITY ACT OF 1956 


Mr. Prouty. What they are, the number of personnel involved. 
and so forth? 

Mr. Moyer. Yes, sir. Some of the tables also give breakdowns of 
personnel. I believe there is a table for each country showing the 
number of personnel involved. 

Mr. Provuty. Will you turn to page 105, please, in volume 3, I 
think it is. At the bottom of the page, under “Personnel.” I am 
not sure that I interpret this correctly. 

Starting with United States employed technicians, 1,630, does that 
mean United States technicians or 

Mr. Moyer. Is this page 105? 

Mr. Provuty. Yes, volume 3. 

Mr. Vorys. The numbers of people are on tbe right. 

Mr. Moyer. That is the dollar cost. The numbers of people are 
in the columns on the right. 

Mr. Provuty. I see. Now will you turn to page 106? Do we have 
any breakdown of the industrial imports from this country? 

Mr. Moyer. By broad category. Specifically it is not included 
here. On page 106 you will find the broad categories. We have a 
good deal of detail on that which isn’t included here. 

Mr. Proury. Is that in this yellow book? 

Mr. Moyer. It is in the green-colored book right near where you 
are looking. 

Mr. Provuty. I see the general category. But I don’t know what 
the items are. 

Mr. Moyer. I think they are not specifically listed in this book. | 
can tell you what any particular item is, if you would like to know. 
These books do not, in other words, give the complete breakdown. 
They show a breakdown of commodity imports by broad category for 
development assistance only. The specific commodities included in 
the technical cooperation program are not shown. 

Mr. Provuty. | have been generally favorable to the overall objec- 
tives of the program. But I should like to know more about individ- 
ual programs in the various countries. If we are going to evaluate 
them properly it seems to me that we should have a greater knowledge 
of the details. 

Mr. Moyer. The guide to that is in the yellow-colored book. A 
good deal of detailed information is given there with respect to partic- 
ular projects. 

Chairman Ricuarps. Mr. Bentley. 

Mr. Bentixy. Mr. Robertson, would it be a fair statement to say 
that the reasons or among the reasons for the magnitude of our pro- 
grams in Korea and South Vietnam are because of the Communist 
violations of the armistice in Korea and the Geneva accords in South 
Vietnam? 

Mr. Rosertson. I would say because of the continued threat? 

Mr. BentLey. Because of the violations. 

Mr: Rosertson. I mean even if they had not violated the armistice 
the Communists would be still a threat, but it makes it much more of 2 
threat because they have violated the armistice. 

Mr. Bernuny. That would be a reason for the fact that we have to 
have a military program of the size we have in Korea? 

Mr. Rosertson. J think the reason is that there are some 700,000 
Communist troops entrenched north of the 30th parallel. If we 
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pulled out or weakened our military defenses, it would be an invita- 
tion for the Communists to repeat all over again what they did in 1950. 

\lr. BentLey. What specifically are we domg about the violation 
of the armistice? 

Mr. Ropertson. We have violently protested through the Military 
Armistice Commission. We have accused them before the world. 
There isn’t anything you can do about it unless you want to go back 
to war again. 

Mr. Bentxey. I can’t hear too well. For example, vou made a 
statement yesterday that we had to give the Korean Air Force some 
jets because the Communists had put jets into North Korea. 

Mr. Ropertson. I didn’t. Perhaps Mr. MeGuire did. 

Mr. McGutre. That is not true. We are limited to what we can 
put back in there. We can’t under the terms of the agreement 
modernize those forces over there. 

Mr. BentLey. You say we cannot or can? 

Mr. McGuire. Cannot. The forces are supposed to stay at the 
status quo. 

Mr. Bentiey. Our forces or the Koreans? 

Mr. McGuire. Both. One of the abrogations that the Communists 
are doing over there is modernizing their own forces. That was the 
point, }] -—— 

Mr. Rosertson. What I said, sir, was that in violation of the 
armistice agreement, the Chinese Communists had brought into 
Korea some 450 modern airplanes, some 250 of which are jets. That 
is a flagrant violation of the armistice agreement. We know that 
they have done so. 

However, if we had to go before the United Nations to document 
our case we might have some hesitancy in revealing the sources of 
our information. 

But we do know beyond any doubt that they have brought these 
planes in. We also know they have brought in other combat 
equipment. 

Mr. Bentiey. Our military program for Korea—we are continuing 
to be bound by the terms of the agreement, but the program doesn’t 
reflect the increased threat? 

Mr. Rosertson. I think the program does reflect what the Defense 
Department considers the threat to be. 

Mr. Bentiey. But we are bound by not being able to modernize 
our forces? 

(Discussion off the record.) 

Mr. Rosrertson. That is a situation that cannot be allowed to 
continue indefinitely. The U. N. commander there has long been 
concerned about it. 

I can assure you it is receiving very earnest attention both in De- 
fense and State and is being taken up with our allies. You will 
remember there are 16 represented in the United Nations Command 
in Korea. 

Mr. Bentuey. I think a fair question would be how long we intend 
to let it continue and what we expect to do about it. I don’t expect 
you to answer that at this time. 

(Discussion off the record.) 

Mr. Jupp. I don’t see why we have to be bound by an agreement 
that others are violating. We do that all around the world. It is 
an act of self-punishment. 
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Mr. Rosertson. It is one thing to know they are doing it and they 
another thing to document it. There are Poles and Czechs on the 
Supervisory Commission in Korea. When you put a Communist on 
a commission and then call it neutral, it doesn’t make much sense. 
With Communists on the Supervisory Commission which required 
unanimous agreement to take action, it was impossible to make 
adequate inspections of its members. 

What happened in Korea was that the teams were not allowed to 
go to investigate when the Communist buildup was taking place. 
They were only allowed to observe certain ports of entry. Then the 
Communists built a railroad bypassing the ports of entry and brought 
in prohibited material by railroad. 

(Discussion off the record.) 

Mr. Jupp. This Neutral Commission is what Rhee is complaining 
about. The Neutral Commission down in South Korea sees every- 
thing we do. In the first place, we wouldn’t violate the agreement, 
and second, we probably would get caught if we did. 

Mr. Futtron. I move that not be taken out of the gentleman from 
Michigan’s time. 

Mr. Bent ey. I have finished. 

Chairman Ricnarps. I want to ask one question, if I may be 
permitted. 

Mr. Robertson, to get right down to the amount of money involved 
and how long this program is going to last—I don’t know whether 
you agree with me, but I think so far as the battle with international 
communism is concerned, it will not be settled in our time although 
we hope it will. 

When you go down on the floor of Congress and ask for so much 
money, $4.9 billion, here are the things that you are confronted with: 

You have many people who don’t want any foreign aid. There are 
others who will go along with a reasonable program. 

There is another group on the floor who are just about fed up with 
trying to support a troubled world that doesn’t believe in the ideals 
that we believe in strongly enough to do something for themselves 
rather than depend on somebody else. 

What I want to know is this, and I have not been able to get much 
support from the administration in the idea, instead of committing 
ourselves to anybody for a long period program, why wouldn’t it be 
wise for this Congress to assert—I don’t know whether they will do 
it or not—that Congress still realizes what the issues are; that to the 
extent of our ability we are going to continue to help those nations to 
the extent that we can, as long as this danger lasts? 

Something of that general nature. Then leave great discretionary 
power in the executive department as to where to apply these funds, 
because I don’t care who the President of the United States is, Demo- 
crat or Republican, I would rather trust him as to what is best for the 
United States than trust somebody in a foreign country who might 
try to hold us to a definite commitment. 

Why not say we are in this thing for the duration and then authorize 
and appropriate what funds we can but not commit them to any par- 
oe country or any particular project? What is your idea about 
that? 

Mr. Rosertson. I have not thought about your suggestion enough 
for my opinion to be worth expressing. 
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It would be awfully difficult, it seems to me, for the President, be 
he Democratic or Republican, to determine these programs for each 
individual country. . 

Chairman RicHarps. Congress would have to authorize and appro- 
priate the money. f 

Mr. Rosertson. What I mean is, programs are based on specific 
recommendations which represent studies of the needs of the coun- 
tries made by what we call the country team. 

Chairman Ricuarps. The executive department does it, anyway, 
in the final analysis. 

Mr. Ropertson. Yes. 

Chairman Ricuarps. We, the United States, would decide. 

Mr. Rospertson. We are the ones who do decide. 

Chairman Ricuarps. Why commit ourselves to a program, 10 years 
ahead, for instance, such as the Aswan Dam which involves $1 billion 
at $100 million a year, when we do not know where Mr. Nasser will be 
2 years from now? 

Mr. Rosertson. I should like to get away from these problems 
outside of my area and come back home again. Let me speak for the 
Far East. 

Chairman Ricuarps. I will put it in your area. Why commit our- 
selves in Burma, that is agree to a proposition which involves a definite 
commitment for 10 years ahead? 

Mr. Rosertson. We still maintain control of our money if condi- 
tions change. 

I think there are a great many necessary projects that these coun- 
tries would hesitate to start, unless there was some assurance that they 
could complete them. It is hard to plan a long-term project on an 
ad hoe basis. 

Chairman Ricuarps. There can be no assurance with our constitu- 
tional setup. 

Mr. Rospertson. There can be at least an assurance of intent. 

Chairman Ricuarps. And there could be in the other case | propose. 

Mr. Ropertson. I won’t go into the merits of one system against the 
other. It is a little bit out of my jurisdiction to judge. 

Chairman RicHarps. Anyway, you will be lucky if you get $4.9 
billion out of this Congress. 

Mr. Rospertson. I hope very much we will be lucky, then. I am 
speaking in dead seriousness. The United States has more to protect 
than any other country in the world, and we are the chief objective 
of international communism. 

Chairman Ricuarps. I know that. 

Mr. Ropertson. They laid their plans, laid them many years 
ago——- 

Chairman Ricuarps. I think this committee knows that. 

_Mr. Rospertson. If I didn’t feel that the interest of the United 
States was seriously at stake, then I think we could get together and 
debate whether we are going to do this or that and be perfectly 
independent about it. 

But I earnestly feel that our selfish interests are at stake. They are 
selfish in one way and they are unselfish in another way. 

We want to preserve the free institutions that make up our life. 
And one of the ways of preserving them is keeping them from being 
overwhelmed by a force that is seeking to destroy them. 

75009—56——_18 
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The more people we can keep on our side the easier will be oy; 
problem of preserving—— 

Chairman Ricnarps. That is a doctrine that we have been following 
for years. The fact remains that you folks from the executive depart- 
ments don’t have to be elected every 2 years. When this Congress 
goes back to the people—— 

Mr. Rosertson. Then I think we have to do with our own people 
what we have to do with the Asians. We have to try to tell them, to 
the best of our abilities, what the realities are. 

I for one have enough faith in the American people to believe that 
when they realize what the realities are they will support us in ow 
effort. 

Chairman Ricuarps. For a long time we said we were shaving this 
program down gradually. My Republican brethren over here have 
been bragging about how they went down from year to year. This 
vear it is double what it was last. I wonder what they are going to 
say on the floor. 

I am going to have trouble defending it. 

Dr. Judd. 

Mr. Jupp. I opposed the contention that we are gradually cutting 
down. Until either we can get off the planet or the Communist con- 
spiracy disappears, I think our aid must be bigger, not less. 

Chairman RicHarps. There has been too much of a smokescreen to 
the effect that this might be the last year. 

Mr. Jupp. I opposed that approach. 

Chairman RicHarps. I want to tell the House that instead of 
committing it to individual projects in various countries, I want 
Congress to face the issue; that we are in this thing, we might as well 
realize it, and it is going to take money to continue. 

But I don’t want at the same time to give some foreign country 
any assurance that for a period of 10 years they will be guaranteed 
a certain sum of money, and then if something goes wrong, or if 
the Congress refuses to continue, have the situation used as a propa- 
ganda line for communism to the effect that we welshed on our original 
agreement. 

Mr. Rosertson. I am inclined to believe that these countries 
know that we have to operate within our constitutional processes. 
One Congress can’t commit another one. But Congress can indicate 
an intent. 

I think also what we have to get out of our thinking is that this 
is just something we are doing for somebody else. We are not ap- 
propriating this amount of money for somebody else. We are doing 
it for the most primary of all reasons: it is in protection of the things 
that we value most in the world. 

Unless convinced that this is true, I wouldn’t vote for it either. 
I for one feel as earnestly as I could feel anything that we cannot 
disassociate our own selfish interest from what we are doing in the 
world today; and the alternative of doing nothing would In my judg- 
ment cost us infinitely more than trying to protect ourselves this way. 

Chairman Ricwarps. I agree, and I think most of the members of 
the committee agree with the general thesis. ; 

Why do you think this committee year after year has voted this 
thing and gone down to the floor and fought for it? I am sure the 
majority of the committee will do it again. But you have to face the 
facts of life. 
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| don’t think anybody could have presumed to think that the 
United States has to continue and continue and continue to pour 
out these billions of dollars. Somewhere there has to be an end to it. 

Mr. Rospertson. The sums are large but not in terms of the cost 
of wars. If we can prevent that catastrophe, we will have saved 
billions of dollars. 

Chairman Ricuarps. I think so. 

Mr. Ropertson. When Mr. Lenin was head of a little cell which 
had no power, that was the time that he laid out his plans for world 
conquest. It seemed a fantastic dream. 

But they proceeded on these plans, blueprinted with the same 
care that a carpenter would use in building a house. He said, 
“First, we will take eastern Europe, then the masses of Asia, and 
then we will surround America.” 

As soon as they consolidated their position in Russia, one by one 
they plucked every country of central Europe. 

With such a record behind us, how can we have a feeling of com- 
placency? They have shifted their tactics because we have met 
force with force. But there is no sign that they have given up their 
objectives and we can just sit back and be complacent. The Ameri- 
can people must be made to realize that the threat continues. 

Chairman Ricnarps. Do you contend that this military money in 
this bill is just as necessary for the defense of the United States as the 
defense money in our own budget? 

\lr. Ropertson. Indeed, I do. 

Chairman Ricuarps. I agree with you. And you think we are 
vetting more per dollar out of this than the dollar spent in our own 
defense? 

Mr. Roprerrson. I do. 

Chairman Ricwarps. [ want to give warning that if that is the way 
vou folks feel, then let the military men come up here and say so, 
instead of stuttering about it, so we can tell the Congress and quote 
them to that effect. 

[It is one of the strongest bases upon which we can defend this 
program. 

Mr. Fuuron. Let’s have some public statements. That helps. 

Chairman Ricwarps. Let them say so. 

Mr. Setpen. Why not put it in the defense budget? That’s 
where it should be placed. 

Chairman Ricuarps. It ought to be. That is what I contend. 
ut it is not. The pattern has been established the other way. 
There is some validity to the argument that the military program has 
been dovetailed into the economic program and therefore you couldn’t 
separate them. 

You people who come up here from the State Department, the mili- 
tary people such as Admiral Radford, and the generals, if you are not 
willing to help us in this thing and say it is as important to our defense 
as our Own military program, then we can’t defend it on the floor. 

A, Mr. Jupp. Admiral Radford said that, and I quoted it on the 
Noor, 

Chairman Ricuarps. He did. 

Mr. Jupp. And he said we are getting more for our dollars out 
there than we do here. 


Chairman Ricuarps. Yes. But I wish there could be more 
spontaneity. 
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Mrs. Bolton. 

Mrs. Bourton. It seems, in a way, small after this discussion 
which is cataclysmic. , 

I want to go back to the Communist propaganda in the East anq 
everywhere in the world. We are absolutely unable to refute jt 
We don’t seem to have anything to tell the people. 

Is part of that because we do not have personnel, that we do not 
train our personnel? That, of course, goes back to appropriations fo; 
personnel. But how much training do they have and where are they? 

Mr. Rospertson. Is Mr. Streibert going to appear before this 
committee? 

Mr. Vorys. He has. 

Chairman Ricuarps. He has been here on another matter. 

Mrs. Botton. I have been three and a half months in Africa. 
They are all over the place in Africa and we aren’t anywhere. 

Mr. Rosertson. I would like Mr. Streibert to answer that. 

Mrs. Bouton. I would like to have somebody answer it. 

Mr. Rosertson. I don’t know anything more important that we 
have to do. In all fields of endeavor we succeed or fail to the extent 
that we have good people or bad people implementing our program. 

We just don’t do it by appropriating money, because to get the use 
out of the money you have to have the proper 

Mrs. Botton. Isn’t it wrapped up in what the chairman has been 
saying—and everybody has been contributing to that—that we 
haven’t told the people? 

Mr. Rosertson. The reason I said I wanted Mr. Streibert to 
answer is because I think in many places in the world we are doing a 
good job. 

However, it is a subject that I know least about. I don’t know 
anything about propaganda. All I know is they beat us hands down 
at the game. Of course, they are not constrained by any principle. 
They go on the Hitler theory: Tella big lie. Tell it often enough and 
people will come to believe it. 

I am not competent to say how it should be done, but I agree with 
you that nothing is more important than that we get the story across. 

Mrs. Bouton. Then if we could, and if we can get something further 
from Mr. Streibert, Mr. Chairman, I think it'would be very salutary, 
because I think that that Department doesn’t see things in a way 
that will really get things across to the people or give it to the 
Americans. 

What do we know here in America of what Mr. Streibert is doing 
elsewhere in the world? 

Mr. Vorys. The advisory committee has just made a public report. 
I would like to put in 2 cents’ worth on this discussion of long-time 
assurances to other countries. 

In this committee, when we rewrote the Mutual Security Act of 
1954, even though there were some suggestions from the executive 
branch that we might put in a termination date as we had always had 
in previous legislation, the Marshall plan, and so forth, this com- 
mittee backed me up in my insistence that we wouldn’t have any 
termination date in the law because we wanted to make it clear to 
the Congress that instead of kidding themselves, or kidding our 
friends and enemies, that it was all going to be wound up in a period 
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of years, MSA was enacted for the duration of the struggle with 
communism. 

There were attempts made to put termination dates into it, and 
we beat them. 

We emphasized that, that this was a no-year authorization bill, 
where the Marshall plan had a 4-year authorization. 

For instance, the conference report on the mutual security bill in 
1954 urged the importance of putting the administration of the pro- 
gram in the permanent Cabinet departments, instead of a separate 
agency, and then said: 

“Tt is desirable that permanent legislation be in effect, setting forth 
the conditions, procedures, and limitations of such aid programs, in 
order that assistance can be given promptly and effectively when 
necessary.” 

Thus Mr. Richards might say, ‘‘Why, we are a mile ahead of those 
who want a 10-year assurance. This law is for eternity as far as this 
Congress is concerned.’’ But you come in and ask for a 10-year date, 
which is less than what you have got under the general law, less than 
the general commitment. And that makes everybody shaky on some- 
thing that this committee, followed by the Congress, tried to make 
definite, and that was that as long as the danger exists we have MSA 
on our books. 

It is as permanent as any law on the books. Why in the world 
that wasn’t played up, I don’t know. 

Mr. Jupp. Mr. Chairman, may I read a sentence from Admiral 
Radford’s statement on June 13, 1955? 

First of all I would like to state that the military aid program is part and parcel 
of the United States Defense Department program. The expenditures abroad 
in support of our alliances do not differ in purpose, scope, or objective from our 
own military expenditures. The fact that this part of our program is not included 
in the Defense Depastimenit budget is more a matter of procedure and administra- 
tion than of substance. 

In this connection, I can assure you that were it not for the strength which has 
been generated in the past 5 years by our allies, and in most instances made pos- 
sible by our military aid programs, the requirements of our own program would 
be much larger. 

I don’t know anything that could be straighter from the shoulder 
than that. 

Chairman Ricnarps. I asked him several questions and he did not 
come out with that. He says, “part and parcel,” but he doesn’t 
say it is any money spent as for our own defense. 

Anyway, it is not going to hurt to reemphasize that. 

Mr. McGutre. He will be here with Mr. Wilson on the 17th. 

_ Mrs. Ketry. Is it true, according to the morning papers, that there 
is a contemplation of cutting off aid to Ceylon? Is it just the Far 
Kast we are covering today? 

Mr. Rospertson. Ceylon is not in the area we are discussing. 

Mrs. Ketty. You read something about Ceylon, but I didn’t get 
that statement. 

Mr. Rosertson. I can’t comment on that. 

Mr. Vorys. It is a Battle Act matter. 

Mrs. Kexuy. Is our own Government doing the actual development 
of the new weapons? 

Mr. McGutrg. Yes, it is. 

Mrs. Ketuy. It is not private er‘ -rprise? 
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Mr. McGuire. The research and development for those weapons 
is conducted by using the facilities of both out Government and private 
enterprise. It is the same as for our own armed services. They are 
the weapons that our own armed services are developing. They are 
not a different group of weapons. 

Mrs. Ketity. Have we any plane comparable to that one that 
landed in England carrying Malenkov? 

Mr. McGuire. I am not competent to answer that question. 

Mrs. Keniry. The pure jet. 

Mr. McGuire. That is the jet transport that you are referring to 
I am not competent to answer that question for you. 

Colonel Crirz. It is a jet transport of a commercial type. Boeing 
is developing a comparable model now. But there are none in our 
military forces at this time. 

Mr. Vorys. We have a comparable bomber? 

Colonel Critz. Yes, but not a transport. 

Mr. Fuuron. We have a B-52? 

Colonel Crirz. Yes. 

Mr. Fuuron. The B-52 would be comparable? 

Colonel Crirz. The B—52 is a much larger aircraft. 

Mr. Furton. I just wanted to have on the record here that the 
whole committee does not agree with our good friend, Dr. Judd, on 
the question of living up to the Kerean settlement agreement. 

I believe that we should live up to it, and that part of the strength 
of our position in the free world is that we have a reputation for living 
up to our agreements, even though it is to our disadvantage. 

I don’t want it to look as if the whole committee or other members 
of it feel because the Russians have taken advantage of a situation, 
and it does have a little danger, nevertheless it has not yet come to the 
position where it vitally endangers our security. I think we get a 
strength in the Far East out of the fact that we are living up to thiese 
agreements. 

Mr. Jupp. I don’t think we have a valid agreement. If it were 
still an agreement, I would stand with anybody to keep it. But 
we haven’t an agreement. They tore it up. I don’t see why we 
should feel bound by it. 

In Vietnam we are holding ourselves to 342 people in our MAAG 
mission, which was the number that was there when the other people 
signed an agreement in Geneva. We didn’t sign it. Vietnam didn't 
sign it. But we hold ourselves to an agreement that other people 
signed, which they themselves are breaking. 

I think that is an act of selfdeception, or something. 

Mr. Futron. Until the agreement is denounced, which would be 
of grave consequence, we must live up to it. The decision is either 
to denounce it or live up to it. As long as we have entered into it, 
and are acting on the agreement—there is a complete disagreement, 
I agree, on that—but I believe the State Department’s policy 1's 
wise, and I would like to have it on the record. 

Mr. Jupp. Mr. Chairman, the question was raised by Mrs. Boltoi, 
are we doing anything effective to reassure these people. I want to 
say that the speech made by Mr. Dulles over the television when he 
got back from the Asia trip was the best thing, in my opinion, that 
has been done yet. Half of his speech was devoted to recognizing 
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the importance of these people. It offset the Communist line that 
we are out there trying to get our hooks into them to exploit them. 

The President’s speech a week or two ago to the Advertising Club 
was on the same beam. I think our offic ials ought to be saying that 
every single week somewhere or other, to reassure peoples in Asia 
that the Communists are not telling them the truth, that we are on 
the level. We assume that the people t take that for granted. For 
instance, this rice business in Burma causes them difficulty. They 
think there must be something wrong with us. Here we ‘have aid 
that we want to give to them, and they want to pay for it in rice— 
all they have. But we won’t give aid to them unless they will take 
it for nothing. It doesn’t make sense to th®m. 

Here is Formosa. We have helped them build up their sugar 
prodt iction until they are in a position to export sugar, second only 
to Cuba. We are giving them about $100 million a year economic 
aid. They want to pay for it in sugar, as much as they can. But 
we won’t take their sugar. They have to take our aid for nothing. 
People in the Orient say, “There is something wrong. Normal 
people don’t give money away for nothing when they can get com- 
modities in return.’ 

Our very formality in these agreement things, and our fear of our 
farm bloc here make our actions suspect there. 

Mr. Ronertson. I would like to make a remark on that off the 
record. 

(Discussion off the record.) 

Mr. Ropertson. I didn’t want you to misunderstand my statement 
about the rice. I realize the tremendous problem about surplus 

iricultural products. It is easy for me to think of the easy little 
answer when I don’t have the responsibility. 

Chairman Ricuarps, Let me make this statement here. I just 
wanted to say that we will meet here at 2:30. General Lemnitzer 
will be here. Mr. Wood will be here. 

(Discussion off the record.) 

Mr. Moyer. I felt we ought to clarify for the record a question that 
Congressman Vorys raised. 

CAA Ricnarps. Do you want to go back into that now’ 

. Futton, Could you give us a memorandum on those Jefini- 
tions? 

Mr. Vorys. It is not merely a matter of definitions; it is a matter 
where I think we are presenting to the Congress and public by throw- 
ing a lot of economic aid in with our military, some figures that are 
deceptive. It isn’t a mere matter, I think, for a memorandum that 
would satisfy my curiousity. It doesn’t need to be tended to now, 
but 4, would be glad to have it cle ared up now. 

Moyer. I don’t think the { figures are deceptive, but we have 
to un odessa what the figures and these terms are. It is not hard to 
understand the confusion because 2 years ago there was great con- 
‘usion on this direct-forces support. 

But as Mr. McGuire has stated, the definition last year and this 
‘ear is consistent. 

What do they mean? This direct-forces support simply means the 
dollars you spend to purchase things which are not hardware but 
which go directly to the armed forces. That includes petroleum 
products for the tanks, clothing, and that sort of thing. Those are 
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in the figures submitted by the Department of Defense as part of the 
military assistance program for fiscal year 1957; they were shown 
separately in fiscal year 1956. 

When any of these countries ¢o which we are giving assistance 
attempt to maintain the size of forces that they have, it not only 
requires assistance of that kind, which comes from the outside and 
goes directly to the forces, but requires local currency assistance as 
well to help bear the internal costs. 

That is what we mean by military support in the defense support 
program. It is local currency funds, which go to help supplement 
the resources of the countries themselves in order to make possible 
the maintenance and strengthening of these forces. That, in a nut- 
shell, is what this military support 

Chairman Ricuarps. Did it mean the same thing last year? 

Mr. McGuire. Last year the DFS was presented as part of the 
economic program under FOA. Then, in the language of the law, what 
we took over and called DFS, we took over the dollar segment of it 
here. And that dollar segment is represented within our context 
of our presentation now. The local currencies that would go to back 
up that dollar segment, the things purchased were that which were 
needed—for example, if it was an airfield you were building, and we 
shipped in, for example, bulldozers or concrete or lumber or barracks 
a you were building on the same bases, we pay for that in our 

udget. 

The local currencies, which have to be generated by other means, 
are administered by ICA and in their budget, so that the two things 
meet. We don’t want to get into the generation of the local currency 
business. We are not equipped to do that. They, in effect, act as 
our agent on that. That cost is in their budget. 

We have taken and checked to see if there is duplication. Sum- 
marizing it, if you are going to build a barracks, the type of thing 
that would be bought with the dollars and shipped into the country, 
it is in our budget. The labor cost of building the barracks, that 
type thing, would be in the ICA budget, supplied through their local 
currency fund, because that is a field where they are experts. We are 
not. 

Mr. Moyer. Following from that, may I call attention to this 
chart? You will see on the left-hand side two blocks below the 
military support item. One block is called ‘military construction.” 
That is what Mr. McGuire has just been talking about. 

In these 1957 proposals there is around $49 million provided to 
bring in salable commodities, to generate the local currency which 
will go to meet the local cost of these projects which are part of the 
military program. The dollar costs are provided for in the budget 
that Mr. McGuire is presenting. 

Mr. Vorys. I can’t quote Mr. Moyer today and yesterday, and 
then quote what Congress said direct forces support was last year 
and have it fit this year. 

Chairman Ricuarps. We had a pretty good formula last year. 

Mr. Vorys. What I find is that what we called in the law “direct 
forces support,” is merged with military assistance, a term which we 
understood through the years. There is not apparently duplication 
but there is multiplication of the economic aid, and we are not telling 
where the economic aid is. 
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Mr. Jupp. Is the whole difference that direct forces support is 
dollars and that military assistance, so-called, is local currency? Is 
that the whole difference, but the local currency could be used for 
uniforms for the troops where the uniforms are obtainable in local 
currency? If dollars go for uniforms, it is direct forces support. If 
local currency goes for uniforms, it is military assistance. One is 
dollars and one is local currency? 

Mr. Moyer. Yes. 

Mr. Jupp. I thought that whatever went, for instance, to the direct 
use of the troops, would be used directly by the troops, such as uni- 
forms, was direct forces support. 

Mr. Vorys. Soft goods. 

Mr. Jupp. As against hardware. 

Mr. Moyer. It is soft goods but it is the dollar cost of soft goods; 
if it is purchased within the country by the country 

Mr. Jupp. With counterpart? 

Mr. Moyer. With local currency, then it is part of this program. 

Mr. Jupp. I never got that before. I bet we can find testimony 
from last year that will not agree with that. 

Mr. Vorys. I am quoting from page 13 of the unclassified book: 

In the past, soft goods such as food, uniforms, petroleum products, and other 
military consumables delivered directly to friendly military forces have been 
covered in a separate category called direct forces support. At the time of the 
fiscal year 1956 congressional presentation of the MS program, consideration was 
being given to the merging of this category with military assistance, and the MD 
Act of 1955 was drawn in such a way to permit this. 

The fiscal year 1957 program is presented with the two categories merged, 
although the type of activities formerly called direct forces support are separately 
identified within the military assistance program. 

The classification also includes the following programs which, although not 
falling strictly within the definition above, are closely akin to, and have custo- 
marily been treated in conjunction with, military materiel and training programs: 
The provision of machine tools and other production equipment abroad (facilities 
assistance) ; contributions to certain international military organizations (SHAPE 
and the Standing Group of NATO) for their operating and administrative ex- 
penses and for the construction or equipment of military facilities (infrastructure) ; 
assistance in the development by friendly countries of nonnuclear weapons of 
advanced design (mutual weapons development). 

This is in the open book. Mr. Moyer said yesterday in answer to 
my question: 


Military “apcey ieee is FOA, ICA stuff—isn’t direct forces support, is it? 
. l 


No, sir. litary support, as we call it here, which we usually prefer to speak 
of as direct economic-support to the military effort, refers to the local currency 
assistance provided for troop pay and allowances, food and that sort of thing. 

Mr. Jupp. Local currency. 

Mr. Vorys. We never heard about local currency before in this 
connection. 

Mr. Jupp. I hadn’t heard that until today. The definition now is 
whether it is dollars or local currency. I never heard that before. 
What he said yesterday agrees with what he says today. 

Mr. Vorys. I am looking at the nouns rather than the adjective. 
Maybe I should have caught it. 

If I thought that the $1.026 billion was military assistance, of the 
nature that we had understood in previous years, and that he was 
talking about direct forces support—lI think many of the Members of 
Congress and the public might have been similarly confused or misled. 

I would like to know, out of the $1.8 billion for this section of it, 
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the Far Kast section, how much is arms and training, and the shipment 
of : and that sort of thing, and how much is various forms of economic 
ald! 

Mr. McGutre. We have it broken out worldwide. That can be 
tabulated for you. The direct answer to your question on this area 
is that there is $1.26 billion total, of which $313 million is DFS. 

Mr. Vorys. There is about $1.1 billion of economic aid of varioys 
kinds going into the Far East. 

Mr. McGutre. I don’t follow that. 

Mr. Vorys. I am adding the $300 million to the $835 million. That 
makes it around $1.11 billion of what we used to consider was various 
forms of economic aid going into this area, and $700 million military. 

Mr. Jupp. $835 million in local currency and $300 million in dollars, 

Mr. Vorys. It is all dollars to Congress and the taxpayer. 

Mr. Jupp. I am just trying to get the definitions straight. 

Mr. McGuirz. I think you have to recognize that the $313 million 
that we are referring to here, Mr. Vorys, goes directly to the troops. 
It is used by the troops. The troops can’t exist without that. The 
guns you give them are of no value unless they have these consumables 
that go with them. They are what we in our budget associate witli 
a troop cost. 

Mr. Vorys. And so is their pay and allowances, food, and that sort 
of thing, quoting Mr. Moyer. 

Mr. Moyer. We were quite specific about that. For these military 
purposes, of course, it is not the total $835 million. It is the total 
shown in the chart in the box called “‘military support,’’ $379.5 million, 
of which there are 2 components, one, local currency support for 
projects in the military assistance program, and the local currency 


which we provide as a supplement to the budget resources of the 
Government for military purposes. 

(Discussion off the record.) 

Mr. Jupp. There is no use arguing about the past. Here is the 
definition last year: 


The dividing line between those goods and services which are to be classified 
as military assistance and those which should be grouped as direct forces support 
has never been a sharp and precise line in the past, and there has, in fact, been a 
marked lack of consistency in such classification both from year to year and as 
among different countries. 

It is for this reason, as well as for reasons of administrative and operating con- 
venience, that consideration is now being given to the possibility of merging these 
two categories of aid into one. For most purposes the following broad distinction 
between the two categories will probably be adequate; it is applicable in most 
instances in the past and it was uniformly employed in developing the proposed 
fiscal year 1956 program: Military assistance is generally limited to weapons and 
other items of equipment whose uses are primarily, exclusively, or uniquely mili- 
tary in character. It embraces the kind of things that are commonly called 
military hardware—planes, tanks, guns, trucks, ammunition, radar, and so forth. 
Direct forces support is complementary thereto in that it covers these items which 
do not fall within the foregoing description of military assistance but which are 
nonetheless equally essential to the maintenance of a military force. It thus con- 
sists primarily of things that are frequently described as soft goods, such as food, 
uniforms, other clothing, petroleum products, rubber tires, lumber, canvas, rope, 
and cement. To a large extent, although not exclusively, the equipment and 
materials that comprise direct forces support are of a consumable rather than 
durable character, and they are also often of a kind, and sometimes of a type, 
which are used in the civilian economy as well as by a military establishment. — 

Direct forces support items are ordinarily procured outside of the recipient 
country, but their provision locally through offshore procurement methods is not 
excluded. 
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The reason behind any direct forces support program is the fact that the 
recipient country, even with the military hardware and military training which 
it is receiving as military assistance, is unable, without still further assistance 
xternally in the form of other goods and services directly for its military estab- 
lishment, to develop and maintain the size and kind of forces which are impor- 
tant from the standpoint of United States security, 

The purpose of this program is a military purpose—the support of military 
forcees—and any economic benefits which may accrue to the recipient country 
as a result of the program are, however extensive or useful they may be, inci- 
dental to, rather than a primary reason for, the program. 

There is never a word in that whole definition on this difference 
about one taking dollars and the other taking local currency. 

Mr. Vorys. Never a word in the whole presentation unless you 
caught that adjective, ‘local’ currency. I see it there today. 

Mr. Jupp. In your next sentence you asked, “That is the same 
thing?” And Mr. Moyer said, ‘‘Direct forces support are the dollar 
costs of installations.” 

\r. Vorys. Never a word about dollar costs and local currency 
costs before this. 

Mr. Jupp. We took it then on the basis of the end use of the item. 
Direct forces support was for soft goods that went to the troops, 
whereas it is here a question of how it is procured. That is the main 
difference, isn’t that right? 

Mr. Vorys. Here is your interrogation of Mr. Henels last year 
where you quoted the ‘‘bible.’’ 

, ry e > *,* 

Mr. Jupp. That is the definition we adopted. I quoted Mr. 
Hensel and then said: 

The “bible” here says: ‘Direct forces support helps to do so by supplying— 
normally by import—goods and services that are directly delivered or rendered 
to, and which physically reach or benefit, the military forces involved.” 

Further down it says (referring to direct forces support): 


“The one form of assistance generally consists of articles (or services) which 
can be traced in a physical sense from a point of import into the country directly 
to a soldier who actually uses it or is served by it; the other form has its specific 
inilitary impact as a country’s economy is rendered capable of sustaining the 
desired enlargement of its defense burden. 


Then I said: 


If it comes to the hands of a soldier, it is direct forces support. 


Mr. Hensel said: 


That is the definition we adopt to make the split. 

This is Mr. Hensel again: 

[f it goes to the military, and we trace it right into the hands of the military or 
a designated agent of the military, then it is either military assistance, or direct 
forces support. The test is not based on the character of the item, but where 
does it go. 

This year the test is, How was it purchased? 

Mr. Moyer. If you read the defense support definition, I believe 
you will find that the concept, as we are using the term this year, was 
1 : 
included in defense support last year. 

Mr. McGurre. I wonder if this would be helpful. To my knowl- 
edge, coming to the program new, there is no difference in the determi- 
nation of what there is at all. There is this transition in the handling 
and administering of it here in this country, which you are well 
aware of. 
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Colonel Critz was here last year, and he knows what is in this 

oe here. If he could just speak to that subject, I think it might 
e helpful in clarifying your and Mr. Vorys’ mind on it. 

Mr. Jupp. My mind is clear now. I don’t see why that couldn’t 
have been said to us last year. 

Colonel Crirz. That definition that it all ends up in the hands of 
troops is still correct. The only thing that has been brought in is that 
a certain portion of that has a local currency requirement, which js 
administered by ICA, but it still ends up in the hands of the troops. 

Mr. Jupp. All direct forces support ends up in the hands of the 
troops. But all that ends up in the hands of the soldiers is not direct 
forces support. Some millions of dollars worth of stuff that we 
assumed was direct forces support but which we find today is bought 
by local currency doesn’t fit into that definition. All stuff that goes 
to the troops is not direct forces support, but all direct forces support 
goes to the troops; is that correct? 

Colonel Crirz. Yes. 

Mr. Vorys. We have attempted to educate ourselves and educate 
our constituents in Congress on the idea that we only furnish a small 
part of the support of military forces in other countries, that we furnish 
them the arms, that we may have to beef up the economy of the coun- 
try through defense support, but they take care of their own uniforms, 
and so forth. 

We started in the direct forces support business in a big way in 
Indochina when the French completely fell down. We had to pick 
up the whole check. I, for one, felt that was an ominous move. We 
started doing some of it for Yugoslavia. It was small chickenfeed. 
Now we find, some of us who have tried to follow this program, that 
you suddenly have a great big change, that 30 percent in this one area 
is direct economic aid, direct support of the forces, and that it is 
buried in an item that every commentator and editorial writer who 
has talked about this program thinks is military equipment under the 
definitions Mr. Judd just read. That is the situation we face. It 
has to be clarified. 

Mr. McGuire. What is called DFS is no different from the DFS 
they were talking about. .; 

In this particular area there is, as I told you, $313 million, which is 
within the $1,026 million. Last year it would have been stated, to 
make the subtraction in round numbers, as $700 million for military 
assistance and $300 million for DFS. We combined them. We had 
no intention of confusing anybody. It was put in each country’s 
total. We are not trying to hide it. . 

I would like to point out also, worldwide direct forces support in 
the military program of $3 billion is $374 million. So, you take the 
three thirteen from the three seventy-four and you have roughly 
$60 million in DFS for the rest of the world. The direct forces 
support that we have included in the preparation of this program In 
defense is still the same thing we were talking about. There 1s no 
change in it at all. It is the same thing we had last year. I hope 
that will clarify it somewhat. 

I don’t know if you heard the figures I just quoted, Mr. Vorys. 
Worldwide, within our program, direct forces support is $374 million. 

Mr. Jupp. Roughly 10 percent of the total budget that goes to 
the. Pentagon to administer military hardware is nine-tenths of it 
and the direct forces is approximately one-tenth. 
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Mr. McGuire. That is the military consumables that we handle 
for our own forces. 

Mr. Moyer. This is a large figure. But one of our greatest prob- 
lems, as we all know, is the military forces beyond the capacity of the 
country. itself to support them. Therefore, it has to come insome way, 
and this is the way it is provided for in these programs. 

Mr. Vorys. You have section 124 of the presert law labeled, 
“Southeast Asia direct forces support, $317,200,000.” 

Mr. Jupp. Last vear it was three hundred and seventeen to the 
Far East; now it is three hundred and thirteen to the Far East. 
For the whole world, it was three seventeen against three seventy-four 
this year; is that right? 

Mr. McGuire. Yes. 

Mr. Jupp. I don’t object to it. 

Mr. Vorys. I do. It may be necessary in distorted economies 
like Korea, but so long as we had defense support we were working 
so that we could help their economy, and they would take care of 
the feeding of their forces. For one thing, they couldn’t complain 
to the United States about their chow. If they were to furnish 
uniforms, then, like Turk soldiers who get one pair of shoes when 
they are put under arms, they couldn’t kick to the United States 
about more shoes. If they were furnished defense support you had 
a country where the economy was building up to where they could 
begin to support their own forces. Under direct forces support the 
whole load goes on us, and is going up. 

I have felt that direct forces support should be an emergency 
proposition, but here is the emergency continuing and growing. 

Mr. Jupp. I think it is the other way around. What you said, 
John, was that you hoped they could begin to build up their own 
direct support of their own armed forces. But it is because their 
armed forces are so big that we have to keep this direct forces support 
going to keep them in motion. 

Korea, Formosa, Pakistan, and Turkey are the four countries that 
are our main military bulwarks. They have some two and a quarter 
million troops. They are spending so much on the troops that they 
can’t improve the lot of their people. There is growing unrest in those 
countries because they aren’t able to put enough into their civilian 
economies, whether local currency or dollars. People have to have 
some hope for improved living standards. They are not going to 
with these huge armed forces. 

Mr. Rosertson. In Korea, something like 75 or 80 percent of the 
revenue goes to the military, leaving 20 percent for functions of 
government. 

Mr. Moyer. Mr. Vorys, you brought out a danger that in providing 
local support to armed forces the United States might be blamed if 
the troops are unhappy with their treatment. We give this assistance 
to the government. It supplements their budgetary resources. We 
don’t administer that directly, although we follow it. If the troops 
beef, they beef to their own government. 

Mr. McGuire. I think you were referring to one of the books 
there, but the total worldwide on direct forces support in the Defense 
budget is 374 million. So, in areas which have any capability at all 
there is very little DFS. It is given to areas like Taiwan and Korea 
where so much of their income is devoted to defense. 
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Chairman Ricuarps. The committee stands adjourned until 2:39 
this afternoon. 
(Whereupon, at 1:07 p. m., the hearing adjourned.) 


AFTERNOON SESSION 


The committee reconvened at 2:45 p. m., Hon. James P. Richards 
(chairman) presiding. 

Chairman Ricuarps. The committee will come to order, please. 

We will proceed with hearings on H. R. 10082. We have with us 
today two old friends, General Lemnitzer, commander in chief, United 
Nations Command, and Governor of the Ryukyus, and our other old 
friend, Hon. Tyler Wood, Economic Coordinator for Korea. 

reneral, we are glad to have you with us, as we are Mr. Wood. 

Do you have a statement, sir? Do you have a public statement 
that you could give? 


STATEMENT OF GEN. L. L. LEMNITZER, UNITED STATES ARMY, 
COMMANDER IN CHIEF, FAR EAST COMMAND, AND COM. 
MANDER IN CHIEF, UNITED NATIONS COMMAND 


General Lemnitzer. I have prepared a statement for the record. 

My statement is really a summation that can be published of many 
of the things I would like to say to the committee, in presenting 
particularly the military situation in the Far East, which is really the 
basis for the programs we are going to discuss here this afternoon. 

It is a pleasure for me to appear before this committee during your 


consideration of the mutual security program for fiscal year 1957 in 
relation to Korea and Japan. I always welcome an opportunity to 
discuss the military situation and problems confronting us in the 
Far East, and the steps being taken to solve them. 

Before referring to the specific programs for Korea and Japan in 
the mutual security legislation which your committee is now con- 
sidering, I should like to review briefly the military situation in the 
Far East which makes these programs so vitally important to the 
security of the United States and the free world. 

In the great are of east Asia from Siberia down through Japan, 
Korea, and China, the Communist states have a vast superiority 1 
territory, population, and resources. The free nations in the area of 
the Far Kast Command—Korea and Japan—occupy exposed positions 
on the edge of a huge concentration of Communist power. 

Modern improvements in military weapons, transportation, and 
communications have transformed the Soviet far eastern provinces 
from a remote outpost to a major center of Communist military and 
economic streneth. Farther to the south, in the great land mass o! 
continental China, the Communists have shown a ruthless determina- 
tion to develop and use an aggressive military force regardless of the 
cost in human life and misery. 

These changes are recent and continuing, and they have far-reach- 
ing implications. The power vacuum which once existed in much of 
the Asiatic mainland has been replaced by a formidable array of offen- 
sive military strength and, in spite of continuing talk of peace by the 
Communists, their strength is growing constantly. 
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To offset it, the free nations of northeast Asia have only limited 
resources and capabilities. The support provided by the United 
States has been a decisive factor in enabling them to preserve their 
liberty and halt the spread of communism. Much has been accom- 
plished, but much still remains to be done. 

We all know, only too well, how willing the Communists have been 
to commit open military aggression in east Asia. The puppet forces 
of North Korea were the first to move, and when they proved incap- 
able of defeating the forces fighting under the United Nations Com- 
mand and of conquering the Republic of Korea, the Communists did 
not hesitate to pour the huge armies of Communist China into a sec- 
ond major act of aggression, backed by all the resources needed for 
modern war. 

Hostilities have been suspended by an armistice agreement, but 
nowerful Communist forces still remain in North Korea, which are 
hacked up by equally powerful forces just north of the Yalu, capable 
of renewing their aggression at any moment. This is the essence of 
the problem confronting the free nations in the area of my military 
responsibility. 

The Armed Forces of the Republic of Korea have been created and 
sustained largely by United States assistance. Because of the vast 
manpower which the Communists have under arms in and near Korea, 
it has been necessary for the Republic of Korea to maintain relatively 
large ground forces. The Republic of Korea Army has in recent 
months taken on progressively greater responsibility for manning 
the main battle position south of the armistice line. Republic of 
Korea forces now hold about 140 miles of the 155-mile frontier along 
the demilitarized zone. These forces were born in combat fighting 
shoulder to shoulder with the other forces of the United Nations 
Command. They are well-led, well-trained, tough and accustomed 
to hardship. 

The Republic of Korea Army is now developing the capability of 
performing its own logistical functions, but Korea lacks the resources 
to provide most of the material required for maintenance of effective 
and modern armed forces. This support must, of necessity, come 
largely from the United States. 

The Armed Forces of the Republic of Korea are and have been 
operating on an extremely austere basis, but there is a limit beyond 
which austerity becomes self-defeating. The hard fact is that the 
Republic of Korea Army is confronted by massive Communist forces 
in battle positions a mere 4 kilometers away, separated by nothing 
more than a Communist signature on an armistice agreement which 
they have never hesitated to circumvent. 

We know that the North Korean forces have been completely reor- 
ganized, retrained, and re-equipped. Many of the Chinese Com- 
munist troops have been redeployed farther north or pulled back across 
the Yalu, but the ability of these forces to move rapidly back into 
Korea is obvious and unquestionable. 

_In such circumstances, we cannot afford to relax our vigilance in 
Korea or to let the strength of the Korean Armed Forces be withered 
by a lack of effective support. 

_ One of the most serious and urgent problems confronting us in Korea 
is the maintenance and replacement of the vehicles and weapons which 
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provide mobility and firepower for the Korean Army. This equip- 
ment-—tanks, other combat vehicles, artillery, signal equipment and 
the like—is largely of World War II origin. Now 10 to 14 years old 
it naturally requires constant repair and rehabilitation. The pro. 
posed program for fiscal year 1957 provides only for the-replacement 
of critical items in minimum quantities, in order to maintain the com. 
9 effectiveness and readiness of the Republic of Korea Ground 
orces. 

Without such replacement, the fighting potential will suffer steady 
deterioration in a situation where they are confronted 24 hours a day 
by heavily armed and mobile enemy forces poised only a few thousand 
yards away. 

The program requested for the Republic of Korea Navy is pri- 
marily for support of the minimum force required to accomplish its 
assigned missions. The ships and many items of equipment now in 
use are more than 12 years old, and were constructed in the United 
States under emergency conditions during World War IT. 

As a result of the long and arduous service which these ships have 
had, considerable maintenance and rehabilitation is required to keep 
them in operation. 

The Republic of Korea Air Force, like the Army and Navy, is 
equipped largely with old types of materiel. The proposed program 
will provide minimum funds for replacement of obsolescent aircraft 
and equipment and for essential support. 

I have great confidence in the readiness and combat effectiveness 
of the Republic of Korea Armed Forces and I am proud to have 
them under my command. 

The sizable reduction in United States forces in Korea has been 
possible only because of the efficiency and combat readiness of the 
Republic of Korea forces. It is therefore, vitally important for us 
to insure that this defensive strength is preserved and maintained 
in vigorous and battle-ready condition. Unfortunately, the Republic 
of Korea is unable to provide a large share of support for its own forces. 
The inadequacy of Korea’s economic resources has been seriously 
aggravated by the wholesale destruction wrought by repeated Com- 
munist attacks. The devastation caused by the war was so great that 
the economy cannot..support. the minimum essential forces: without 
substantial United States assistance. 

The economic aid program is therefore inseparably linked with the 
military aid program in the Republic of Korea, and I believe that 
this committee is following a very constructive course in considering 
these projects together. 

The continued supply of such critical commodities as coal and 
fertilizer, furnished to Korea under the defense support program, 1s 
of vital importance in fighting inflation which could otherwise en- 
danger the whole military program in Korea. 

Moreover, the sale of these commodities in accordance with the 
fundamental purposes of the mutual security program, generates the 
local currency which is essential to support Korean military expendi- 
tures. Finally, the rehabilitation of key industrial facilities has a 
very direct and close relationship to the combat capability of the 
armed forces. 

The economic program is also making an important indirect con- 
tribution to the military program. To be successful, the military 
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program needs to be supported by increasing economic strength, by 
1 broadened Korean economic base of production and by essential 
facilities. 

An effective working and productive system, resting on a founda- 
tion of financial stability, is necessary from the standpoint of my 
responsibilities as a military commander. I therefore consider the 
program of economic reconstruction and improvement an indispen- 
sable part of the overall effort to hold Korea against the Communist 
threat, not only because of its direct support of the military forces 
but, equally important, for the results it is achieving in building a 
stronger foundation of economic strength and growing “confidence and 
hope for the future. 

These are essential elements in the effective defense of any country. 
The meager resources of Korea’s war-de vastated economy are wholly 
inadequate to meet these economic requirements for a successful 
military program and must be bolstered by substantial amounts of 
military and. economic assistance from the United States. 

Turning now to Japan, I should like to emphasize that although the 
conditions are quite different the threat and many problems involved 
are basically similar to those in Korea. 

Following World War II, Japan was completely disarmed, and its 
once-powerful capabilities for producing arms and military equipment 
were either eliminated or diverted to other purposes. Communist 
power, on the other hand, was steadily expanded in the Far East. 

The Soviet Union created new bases and expanded existing bases 
in close proximity to Japan, and greatly strengthened its Far Bastern 
air and naval forces. On the Chinese mainland, vast new forces were 
developed by the Communists. The statements and actions of 
Communist officials leave no doubt of their hostility to any government 
which is not under Communist control. 

There are major concentrations of Communist airpower only a few 
hours away from Japan. These formidable air forces, which are 
almost complet tely equipped with modern jet aircraft, pose a constant 
and very serious threat to an independent Japan, particularly in view 
of the sizable naval and ground forces which augment them. 

In less than 6 years, a “Japanese ground self-defense force has been 
developed from zero, and a though | this force has grown slowly it is 
achieving an increasing defense c apability. These forces are gradually 
assuming responsibility for the ground defense of certain key areas of 
the Japanese islands, 

In an even shorter period, a Navy or maritime self-defense force 
has been created and built to a strength which, though still quite 
limited, is becoming an increasingly signific ant factor in Japan’s 
defense structure. Similarly, Japan has beeun the development of a 
small but modern air self-defense force which in the years to come 
will play an important defensive role. 

[ have had considerable opportunity to observe the Japanese self- 
defense forces with other Americans and commanders and staffs. 
We have all been most favorably impressed by the quality of their 
—. discipline, technical skill, and particularly by their leader- 

up 

Japan has already achieved a considerable measure of self-sufficiency 
in the support of its self-defense forces. For example, Japan is supply- 
ing over half of the general-purpose vehicles required, as well as many 
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types of radios, tires, petroleum products, food, clothing, medicines 
individual equipment, and the like. = 

This capability is by no means sufficient to make provision for all 
the equipment necessary to create and maintain modern armed forces 
particularly those major items which are of complicated and costly 
nature or which are needed in quantities that are too small to justify 
establishment of production facilities for Japan’s requirements alone. 

However, even the limited degree of self-sufficiency which has been 
attained by Japan in supporting its self-defense forces is an encourag- 
ing sign. In the future, it should be possible for us to devote a pro- 
gressively larger percentage of United States assistance to the dévelop- 
ment and equipping of new units as distinguished from the resupply 
and maintenance of units already in existence. 

The proposed program for Japan in fiscal year 1957 provides essen- 
tial equipment for the ground self-defense force, destroyers, and 
specialized aircraft to expand the antisubmarine warfare capability of 
the maritime self-defense force, and continuing support of the produc- 
tion of F—86F jet aircraft in Japan for the air self-defense force, as well 
essential training for all of these forces. 

In summation, I should like to stress the importance of preserving 
Korea and Japan as free and independent states closely linked with 
the free world. Economic and other obstacles of great magnitude 
confront these democratic nations in their efforts to create and support 
their own forces. 

Communist military power in this area is more formidable than at 
any previous time in history. It is backed by economic resources 
vastly in excess of those of Korea and Japan. The support provided 
by the United States has been the deciding factor in our efforts to 
maintain mutual defensive strength in that area to deter and, if neces- 
sary, repel any further Communist aggression. Without this assist- 
ance, neither Korea nor Japan could sustain a defense effort com- 
mensurate with the Communist threat which confronts them. The 
continuance of our assistance is vital to the preservation of security 
and freedom in the Far East and therefore to the preservation of the 
free world. 

Chairman Ricnarps. Will you proceed to outline your general 
views along the lines of your statement, General? 

General Lemnirzer. It is a great pleasure for me to appear before 
this committee, Mr. Chairman. I recall very well my appearances in 
1949 and 1950 when the mutual defense assistance programs were 
first presented to this committee. My discussions today will be 
limited primarily to the programs pertaining to my area of responsi- 
bility, which is the Far East and the United Nations Command area, 
and which I will describe in detail on a map in just a moment. 

I was particularly pleased that some of the members of this com- 
mittee visited the Far East Command during the past year. _ I wish to 
extend a cordial invitation to other members to visit us and I hope the 
same members that visited us in 1955 will come back to the Far East 
area and see for themselves the situations as they exist there and meet 
the personalities with whom we work. 

Chairman Ricnarps. Did they behave all right? 

General Lemnirzer. As far as I was able to determine, they be- 
haved very well. 

Chairman Ricuarps. Good, 
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General Lemnirzer. I felt if I could make a presentation on the 
military situation as it exists in the Far East Command it would 
provide useful background against which to view the proposed pro- 
grams for both Korea and Japan under the Mutual Security Act of 
1957. 

First, I would like to tell you what my assignments are in the Far 
East. I am the Commander in Chief of the Far East Command, which 
is a United States command. I command the three United States 
components, the Army Forces Far East, which is under the command 
of Gen. I. D. White; the Naval Forces Far East, under the command 
of Vice Admiral Callaghan, and the Far East Air Force under the 
command of General Kuter. 

I am also Commander in Chief of the United Nations Command, 
which includes all of the United States Forces which I have just re- 
ferred to. In addition, it includes the forces of other countries 
represented in the United Nations Command, such as Turkey, the 
Commonwealth nations, Thailand, Ethiopia, and token groups from 
other nations that had forces with the United Nations Command 
during the Korean war. 

In my capacity as Commander in Chief of the United Nations 
Command, I also have operational control over the Republic of 
Korea Armed Forces which constitute the largest element of my 
entire command. 

As Governor of the Ryukyus I am charged with the civil adminis- 
tration of the Ryukyu Islands. Okinawa, of course, is the principal 
island, and a very important United States military base in the Pacific. 

(Discussion off the record.) 

Chairman Ricuarps. I think this should go on the record. 

General Lemnitrzer. I will start over again. 

The major portion of the Korean front is defended by the First 
Republic of Korea (ROK) Army. There are two Korean armies. 
The First ROK Army is the combatant army. The Second ROK 
Army, with headquarters located at Taegu, provides the dogistics 
support for the entire Korean Army. 

(Discussion off the record.) 

General Lemnitrzer. The unique feature about the program which 
you are considering at the present time is that the Republic of Korea 
Army which is fully mobilized in the field and is actually occupying 
battle positions in the face of an enemy of approximately three- 
quarters of a million men is almost completely dependent upon mili- 
tary aid provided by the United States under the mutual security 
program for its support. The same statement also applies to the 
Republic of Korea Navy and Air Force. 

lhe significance of the statement may escape you, because during 
the Korean hostilities and up until last June, Korean divisions and 
corps fought with and were attached to the American Eighth Army. 
Their supplies were usually received from Eighth Army depots. 
From last June 25, in accordance with directives from Washington, 
practically all the United States depots in the Pusan and Taegu areas, 
former American depots, were transferred to the Korean Army. 

Consequently, the Republic of Korea Army is not only responsible 
for the combat training and the manning of a major portion of the 
140-mile front, but it is now responsible for its own logistics support 
as well. The same may be said for the Korean Air Force and Navy. 
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As for the American logistical facilities, there is a small number 
remaining in the Pusan area, but the majority are now in Inchon and 
Ascom City area east of Seoul. 

(Discussion off the record.) 

General Lemnirzer. I should also like to tell you about a Korean 
Army reserve program. The Korean Army at the present time is 
going through just about the same processes as American divisions, 
Men are being drafted; others are completing their tours of duty 
within the Korean Army and they are returning to civil life. [p 
addition the Republic of Korea has a 10-division reserve program 
underway. These “R’s” on the map indicate the location of the 
headquarters of these reserve divisions. In time, when their training 
is further advanced, these Korean reserve divisions will become very 
important factors in the defense of the Republic of Korea. 

Mr. Jupp. Will you develop, for the record, what you started to 
say about this being a good army, born in battle and so on? 

General Lemnitrzer. I am very proud to have the Republic of 
Korea armed forces as a part of my command. The Korean armed 
forces, particularly the army, were born in combat. The army has 
considerable combat experience. The officers and noncommissioned 
officers are combat veterans. They are tough, they are well trained 
and well led. They are as fine soldiers as you will find anywhere. 

(Discussion off the record.) 

General Lemnirzrer. Back on the record. 

I should like to explain how we patrol our portion of the demilitarized 
zone. We operate patrols in the southern part and the Communists 
operate patrols in the north of the zone. This is a continuing pro- 
_cedure. In case of an incident, the Military Armistice Commission, 
which is located at Panmunjom, will go out and investigate the 
incident on the ground. Within a day or two, if it hasn’t already 
appeared in the press I believe you will read of some of the incidents 
that occurred on the map right here along the center of the front 
within the last 2 days. 

We have had aircraft shot down along this line by what I regard 
as a trigger-happy enemy who usually shoots first and asks questions 
later. 

Are there any questions? 

Chairn: ‘n Ricnarps. I wanted to ask you this, General: Do you 
care to say .nything about the relative importance of these programs’ 
You are hea 1 of the United States forces in the Far East? 

General ] umnitrzer. That is right. 

ee Ricuarps. The head of the United Nations forces as 
well? 

General Lemnirzer. That is correct. 

Chairman Ricuarps. Korea contributes the largest component to- 
ward the United Nations force. We have a military-aid program 
to Korea? 

General Lemnitzer. Yes, sir. 

Chairman Ricuarps. How important to the general defense pro- 
gram of the United States do you consider the forces of Korea? 

General Lemnitrzer. Speaking for my own area of responsibility, 
Mr. Chairman, I consider the forces which are supported by this 
program, and I refer to both Korean and Japanese forces supported 
y the program you are considering here, to be absolutely vital to the 
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maintenance of overall United States-free world military position in 
the Far East. 

Chairman Ricwarps. You consider this as part of the whole defense 
picture in that area? 

General LemnitzeR. Ido. Emphatically, I do. 

One needs but to look at the size of the forces which are supported. 
They are indeed a vital and indispensable contribution to the security 
of the entire area. 

(Discussion off the record.) 

Chairman Ricuarps. Just as vital as the appropriations to our 
own forces in that area? 

General LeMniTzER. I believe they are a part of the whole picture. 
An essential part of the whole. 

Mr. Jupp. Were it not for these forces, General, wouldn’t we have 
to beef up our own strength out there enormously or else pull out of 
the area? 

General LemMniTzER. Indeed we would. It was primarily based 
upon the buildup of the Korean divisions that we were able to with- 
draw a substantial number of the United States divisions we had there 
during the Korean war. 

(Discussion off the record.) 

Chairman RicHarps. Now, let me ask you this: We are in execu- 
tive session here, and we are not free to use this information on the 
floor of the House unless it is cleared. 

Would you consent to release that statement about the relative 
importance of these programs in that area, for use on the floor of the 
House when we go there? 

General Lemnirzer. I would, indeed. I shall furnish you a state- 
ment to that effect. 

(Discussion off the record.) 

General Lemnirzer. Yes. I believe these are vital factors which 
make sense in a program of this kind in the area in which I am located. 

I would like to say one thing about the United Nations forces which 
I believe is also important, and I believe this could well be used in the 
presentation of this particular program. 

Since we have only a suspended state of war here in Korea and 
recalling quite clearly what happened in 1950—as a matter of fact, I 
was speaking with this very committee when the war broke out in 
1950—I feel strongly that we should maintain the character of the 
United Nations forces in Korea. 

Mr. Jupp. You came up to us every week and told us how far back 
we had fallen during the preceding week. 

General LemnitzEr. I feel one of the greatest deterents to a 
resumption of hostilities in Korea is a maintenance of the character 
of the United Nations forces. 

_In Europe, extending from Norway around to Turkey, we have 
NATO. An attack on one is an attack on all. 

_In the Middle East we have a Baghdad Pact, but the United 
States is not a member. In Southeast Asia we also have SEATO. 
However, we do not have such a pact in the area of the Far East 
Command. We do have a bilateral pact with Korea, one with Japan, 
and one with the Nationalist Government of the Republic of China. 

In this connection I believe that it is extremely important to main- 

tain the character of the United Nations Command here in Korea as 
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a deterrent to future outbreak of hostilities there. I feel that the 
Chinese Communists, the North Koreans, and the people who direct 
them at the highest level will be much more reluctant to attack 
across the present line of demarcation if they know they are going to 
attack not only Republic of Korea forces, but Americans and United 
Nations forces as well. If they attack, they should be opposed by 
the whole group—all the elements of the United Nations Command, 
This is precisely why I vigorously resist any attempts to reduce or 
change the character or the makeup of the United Nations Command. 
I don’t believe there is any investment in any program that will 
exceed the deterrent value of the program which provides support 
for the United Nations forces in Korea and those elements under the 
United Nations Command. 

Chairman Ricuarps. How important do you consider the economic 
stability of Korea to the maintenance of the Korean forces and your 
other forces there? 

General Lemnitzer. I made a strong statement in my formal pre- 
sentation on that item but am happy to reiterate it. 

In Korea, as in any other nation, you cannot have a strong mili- 
tary posture, or high morale among the people, if there is economic 
chaos behind the frontline. This is just as true in Korea as in the 
United States or any other country in the world. That is why I 
regard it as so important that we have economic stability in Korea. 
The two economic and military programs fit closely together. 

Korea being the country that it 1s, with its lack of resources, it is 
carrying a tremendous military burden. 

Our economic program fits right in as an integral part of the overall 
security program. As Mr. Wood will point out, it is the support 
generated by the economic program which assists the Korean Govern- 
ment in meeting the heavy military expenditures. They simply 
cannot meet the requirements of a military establishment of this size, 
with their own resources. 

There is another reason I believe that this program is so important 
from a military and an economic point of view. I believe that all 
Asia is looking at what we are doing in Korea. I don’t mean only the 
Asians who are outside the Iron Curtain. The most interested spec- 
tators are in North Korea and they are making comparisons between 
their lot under the Communists and what is happening in South Korea. 
In addition to military and economic factors I believe there is a tre- 
mendous psychological factor that is involved in both our military 
and economic program for the Republic of Korea. I believe that 
everyone in Asia is looking at Korea to see how it fares, having asso- 
ciated itself with the United States, and standing up against the 
aggression of international communism. 

(Discussion off the record.) 

Chairman Ricwarps. Those Korean divisions are pretty good 
divisions, are they not? 

General Lemnirzer. They are, indeed. 

Chairman Ricuarps. They are good fighters? ' 

General Lemnirzer. They have proven themselves to be exception- 
ally good fighters. 'They have proven themselves in combat. 

Chairman Ricnarps. Do you get a division in being there for less 
than we would get a division of American troops? 

General Lemnirzer. Very much so. 
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(Discussion off the record.) 

Chairman Ricwarps. It puts them in a position to wage the kind 
of war that it is necessary to wage in that terrain. 

General LEMNITZER. That is right, considering the terrain and the 
conditions that exist in Korea. 

(Discussion off the record.) 

Chairman Ricwarps. Thank you very much. 

The committee stands adjourned until 10:30 tomorrow morning, if 
you please. 

(Whereupon, at 4:05 p. m., the committee adjourned to reconvene 
at 10:30 a. m., Friday, April 13, 1956.) 
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FRIDAY, APRIL 13, 1956 


House or REPRESENTATIVES, 
CoMMITTEE ON ForEIGN AFFAIRS, 
Washington, D. C. 

The committee met, pursuant to call, in room G-3, United States 
Capitol, at 10:58 a. m., Hon. James P. Richards (chairman) presiding. 

Chairman Ricnarps. The committee will come to order, please. 

Gentlemen, we will continue hearings on H. R. 10082, to amend 
further the Mutual Security Act of 1954, as amended, and for other 
purposes. 

We have with us this morning Mr. Holland, Assistant Secretary for 
Inter-American Affairs, Department of State; Mr. Atwood, Acting 
Regional Director, Office of Latin American Operations, ICA, and 
Acting President, Institute of Inter-American Affairs; and Mr. E. 
Perkins McGuire, Deputy Assistant Secretary for International 
Security Affairs, Department of Defense. 

We will hear Mr. Holland first. Do you have a statement? 


STATEMENT OF HON. HENRY F. HOLLAND, ASSISTANT SECRE- 
TARY FOR INTER-AMERICAN AFFAIRS, DEPARTMENT OF 
STATE 


Mr. Hottanp. I do. Mr. Chairman, with your permission, I will 
ask that it be included in the record, and then, to save your time and 
the time of the committee, I will very briefly highlight it. 

Chairman Ricuarps. That is fine. Without objection, the state- 
ment will be placed in the record at this point. 

(The statement referred to is as follows:) 


It is a pleasure for me to have this opportunity to appear again before the 
Committee on Foreign Affairs in support of the proposed mutual security program 
for Latin America for the next fiscal year. This program is one in which I have 
great faith because of the real advances it has made possible in the economies of 
the Latin American countries and because of the support it has afforded us in 
developing mutually satisfactory and friendly relations with our Latin American 
neighbors. 

For the Latin American area, so close to us and so important to our welfare, we 
are proposing a program which includes the following requests: $32,350,000 for 
bilateral technical cooperation, $1,500,000 as the United States contribution to 
the technical cooperation program of the Organization of American States; 
$27 million for development assistance; and $35,546,000 for the mutual defense 
assistance program. 

Before briefly discussing each of these requests, I would like to say a few words 
about the general policies we seek to follow in Latin America as they relate to 
economic aid programs and technical assistance. 


289 
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GENERAL POLICIES 


The basic objectives of United States economic policy in Latin America are 
simple. Throughout the balance of the hemisphere, the governments and 
peoples of our sister Republics are making a strong, sustained effort to build 
strong economies, to industrialize, and to raise their standards of life. The 
security and well-being of our people in the United States require that we be 
| surrounded in this hemisphere by strong, prosperous partners. Therefore, it js 
in our interest to make an effective, sustained, and constructive contribution to 
the efforts of our sister Republics. Justification of this contribution by the 
United States does not have to depend on humanitarian considerations, although 
they are certainly present. Our contribution can be fully justified on the basis 
of our own self-interest. 

What form should United States efforts to help Latin American economic 
development take? The other governments have told us that they do not want 
grant assistance from the United States except in cases of temporary emergency 
which they cannot meet with their own resources. 

This attitude reflects a praiseworthy sturdiness of spirit. It demonstrates, 
too, a realistic understanding of what is the most effective United States contribu. 
tion to sound, durable, economic progress in this hemisphere. What is that? 
It is dangerous to generalize about 20 nations which are as widely different among 
themselves as are our sister Republics. 

Nevertheless, there are three contributions that the United States can make 
and which will contribute enormously to economic development throughout the 
hemisphere. Just how important each of these contributions is in a particular 
country depends on local conditions there. 

The first contribution is trade. We are Latin America’s principal trading 
— and as a region, they are ours. Our trading policies mean more to 

zatin American progress than any other economic policy or program that the 
United States can adopt. 

Each year $3.5 billion of cash and credit move from the United States into 
Latin America in payment for their exports to us. The principal, basic economic 
help that they want from the United States is protection of this great inter- 
American commerce, protection against the understandable efforts of our own 
domestic interested sectors who would cut off or reduce Latin America’s access 
to our markets by limiting quotas, increased tariffs or other restrictive devices. 
It is in our own selfish interest to follow a liberal trading policy, for the dollars 
that Latin America earns by selling in our markets come right back to us in 
payment for our own exports to them. We should do our utmost to protect 
existing levels of inter-American trade, and we should make a strong, sustained 
and imaginative effort to increase that trade. 

The next type of economic assistance that Latin America wants from the 
United States is development capital; not capital in the form of grant aid or soft 
loans, but capital in the form of private investment and sound, long-term official 
loans. The Congress and the executive branch have cooperated in establishing 
and implementing a generous and constructive policy on the supply of capital. 
There is nothing that the United States can do that will cause our own investors 
or those of another country to risk their capital and energy in new businesses and 
sources of employment if local conditions are not the kind that give confidence 
to the private investor. 

However, as you know, we have adopted certain measures and we are recom- 
mending others to give our investors greater incentive to go to areas where local 
conditions are attractive and where there is no discrimination against them. 

In the field of public loans we have, as you know, gone beyond saying that 
public credits up to some stated amount will be available. Instead, we have told 
the peoples of Patin America that we shall do our utmost through the Export- 
Import Bank to satisfy every application for a sound developmental loan where 
sn is not available from private sources or the International Bank. 

he new credits authorized by the Export-Import Bank increased over 500 
percent when this policy was adopted. Even so, the funds available for loan still 
substantially exceed the aggregate of all pending Latin American applications. 

The third vitally important field in which Latin America asks for our help in 
building strong economies is the field of technical assistance. Regardless of the 
amount of capital that may be available; regardless of the certainty of a market; 
regardless of the availaoility of raw materials and power, you cannot establish 8 
strong industrial plant, an‘agricultural or mining development or any of the other 
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elements of a steady national economy unless you have technical knowledge, 
people well trained in the technical field. It would be shortsighted if we were to 
try to supply this need by exporting United States technicians. The strong 
economies that we want to see in the other American Republics must be economies 
that are based principally on their technicians, their workmen, and their investors. 
This means a general sharing in the hemisphere of our accumulated technical 
knowledge and experience. 

Since 1942 the United States has been dedicated to such a policy of joining with 
others in spreading modern technical knowledge and experience to all parts of 
this hemisphere where it is wanted, where it is valued and where it is useful. 
We participate in both bilateral and multilateral programs to achieve this purpose. 


BILATERAL TECHNICAL COOPERATION PROGRAM 


Bilateral programs of technical assistance are undertaken at the request of 
American governments who ask our cooperation in specific programs of technical 
assistance and offer to pay their fair share of the cost. We believe that these 
programs have made a contribution to economic development that fully justifies 
their cost to our government in terms of funds and manpower. 

This belief is confirmed by the interest that a number of the other governments 
have shown in our continuing and diversifying our work with them in these fields, 
Therefore, at the Rio Economic Conference of 1954 we agreed to strengthen 
United States participation in programs of this nature. 

The request for $32,350,000 compares with an operational level of $28,406,000 
in fiseal year 1956. I believe that this increase is desirable. The programs and 
projects contemplated have been carefully screened against the general standards 
that I have mentioned. 

An appropriation of this amount will permit us to participate in programs 
which meet the standards that we have established for our participation. The 
benefits to the United States in terms of economic progress in the hemisphere, in 
terms of trade and in terms of the feeling of partnership that these programs 
produce fully justify the cost to our Government. 


TECHNICAL COOPERATION PROGRAM OF THE OAS 


Among multilateral aid programs, I believe the effort of the 21 American 
Repuplics is outstanding. These nations comprise the Organization of American 
States. This is the body, as you gentlemen are well aware, through which we 
conduct all our multilateral relations in this hemisphere and it is an organization 
in which both we and the Latin Americans have great confidence and pride. 

This body has a technical cooperation program supported by all members and 
the program has had our fullest support since its inception. It is considered an 
important aspect of United States policy toward Latin America. 

The purpose of the program is to train, at centers in Latin America, specialists 
from all the American Republics, who are then expected to return to their own 
countries and put to use the training they have received as well as impart it to 
others in their homelands. The program consists entirely of regional projects for 
the benefit of all. 

There are seven such projects now operating and there is no duplication with 

the other programs of the United Nations or our own bilateral efforts. On the 
contrary, they complement each other. 
_ Apart from the economic benefits to be derived from this program, there is an 
important byproduct. In this multilateral program, the 21 American Republics 
are finding still another opportunity for all of them to cooperate; it is accustoming 
the peoples of the Americas to work together for common goals; it breeds under- 
standing and unity of purpose. 

I fuily support the request for $1.5 million as our contribution for the 1957 
technical cooperation program of the Organization of American States. We pro- 
pose again to limit our pledge to 70 percent of the total contributed by all par- 
ticipating governments. 

Our offer last year, which was in the same amount as we are now asking, was 
not fully used. I am sure, however, that the advantages to be derived from this 
program are becoming as clear to our sister republics as to us. I therefore feel 
it important that the appropriation remain at this figure. It may prove an 
incentive to Latin American countries to raise their contributions and will serve 
as an example of the importance we attach to the program, 
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DEVELOPMENT ASSISTANCE 


Latin American leaders want United States participation in the economic 
development of their countries to be the kind that can be relied on to continye 
year after year. They want long-term United States participation that can be 
expected not to fluctuate up and down through the years, the kind that can be 
made the basis of their own long-term development planning. This, I believe 
is one of the reasons that they prefer assurance of generous United States trading 
policies, assurance of encouragement to private investors and of generous Goverp- 
ment loans, assurance of strengthened technical assistance. With these, Latiy 
American economic development and industrialization will go further and faster 
than with programs of grant aid and soft loans. 

We agree with this view, and have followed a policy of asking the Congress for 
appropriations to cover development assistance programs in this hemisphere only 
in cases of temporary crises which the other governments cannot meet with their 
own resources. Our programs of development assistance have been supplemented, 
as you know, by the surplus agricultural program which has enabled us to meet 
food shortages due to natural disaster. Part of the assistance which we have 
extended to Haiti following the destructive hurricane there was of this nature. 

We are continuing development assistance in fiscal year 1957 only in the cases 
of Bolivia and Guatemala. As a consequence, our request for development 
assistance funds for the next fiscal year has been reduced to $27 million, and it is 
our hope that the temporary emergency difficulties in Bolivia and Guatemala 
which gave rise to the need for this aid are diminishing and that the problems 
needing solution will soon be met. The need for aid in these two countries can 
be summarized as follows: 

(a) Development assistance—Bolivia.—The United States started a program of 
emergency economic aid to Bolivia in the fall of 1953. During fiscal 1954, $11.4 
million was so expended. In fiscal 1955 the amount was $20.1 million and in 
fiscal 1956 $20 million has been so allocated. The program has averted possible 
starvation and economic collapse in Bolivia, and is assisting that country in a 
plan for economic diversification and expanded agricultural production. The ob- 
jective is the establishment of a stable, self-supporting Bolivian economy. Results 
to date have been encouraging, but further efforts will be required before the 
objective is achieved. 

(b) Development assistance—Guatemala.—In 1954 the Guatemalan liberation 
movement drove out a Communist-dominated regime and undertook the arduous 
task of building a sound modern economy. The new government inherited 
serious short-term emergency compounded of a looted national treasury, an 
accumulated internal debt of almost $50 million, a stagnant economy, and severe 
unemployment. 

The United States Government provided emergency development assistance of 
$4.8 million in fiscal year 1955 and $15 million in fiscal year 1956 to assist Guate- 
mala to its feet. Our aid has permitted Guatemala to proceed with an agreed 
publie-works program which, beside relieving the immediate unemployment 
emergency, is now producing visible progress toward solution of some of Guate- 
mala’s fundamental economic problems. 

Outstanding among these is the construction and improvement of highways, 
lack of which is one of the country’s most serious obstacles to economic progress. 
Other important fields in which significant advances are being made with United 
States help are rural development and health and sanitation. The impetus 
generated by our cooperative economic development contributions is expected 
to carry Guatemala through the initial critical stages of its recovery and recon- 
struction to a level of activity at which the economy will not only be self-sustaining, 
bst will show a steady advance toward the goals to which the Guatemalan people 
legitimately aspire. 


MUTUAL DEFENSE ASSISTANCE PROGRAM 


The budget request for the mutual defense assistance program in Latin America 
for fiscal year 1957 is $35.5 million. ; 

We have mutual defense assistance agreements with 12 of the Latin American 
countries: Brazil, Uruguay, Chile, Peru, Ecuador, Colombia, Nicaragua, 
Honduras, Guatemala, Cuba, Haiti, and the Dominican Republic. Through the 
mutual defense assistance program we are helping those countries to improve their 
capabilities for effectively carrying out military missions important to the 
defense of the hemisphere. 
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The program also promotes closer military cooperation between the United 
States and those countries and contributes to the mutually beneficial ties between 
them and ourselves and not only in military matters but in all our relations with 
Latin America. 

The bilateral military agreements with the Latin American countries come 
within the framework of the Inter-American Treaty of Reciprocal Assistance, 
which established the principle that an attack on one American state is an attack 
on all. The agreements also promote the objective of the resolution on military 
cooperation which was adopted at the fourth meeting of consultation of the 
Ministers of Foreign Affairs. That resolution urges the American Republics to 
orient their military preparations toward the common defense of the hemisphere, 
rather than confining such preparations to the defense of their individual countries. 

The Department of State supports the mutual defense assistance program for 
Latin America. 

I also wish to endorse an amendment proposed by the President to section 
545 (h) of the Mutual Security Act. 

Section 545 (h) is the provision governing the determination of the price at 
which military equipment is sold or granted to friendly foreign countries. At 
present this provision requires that equipment be sold at its acquisition or at its 
replacement cost, unless the equipment is excess to United States military 
requirements. 

The result is that much of the equipment which Latin America wants to buy 
from us is priced either at the amount the Department of Defense originally paid 
for it or at the amount that new replacement equipment would cost. The present 
method of pricing does not take into account the fact that the equipment may 
have been used for several years. 

The proposed amendment to section 545 (h) should make possible a more 
equitable pricing of nonexcess equipment, depending on the age and condition of 
the equipment. This amendment would apply to sales to friendly foreign govern- 
ments standards of pricing similar to those that are used in equipment transfers 
among our own three armed services. 

As a result of the present method of pricing, it has been difficult at times for our 
Latin American allies to acquire standard United States equipment. Some have 
turned to other sources of supply. Equipment from other sources has brought 
with it training, logistical, and maintenance problems which seriously hamper 
Latin America’s military efficiency. This nonstandard equipment in Latin 
America would be of little value for hemisphere defense because of the difficulty or 
perhaps impossibility of maintaining it. 

Approval of the proposed amendment to section 545 (h) should improve the 
possibilities of Latin America’s acquisition of standard United States equipment 
for use in internal security and hemisphere defense. With this amendment it 
might also be easier for the Latin American countries to assume an increasing 
share of the cost of equipping the military units which the United States is now 
helping to support under the mutual defense assistance program. 

I commend the recommended amendment to section 545 (h) of the Mutual 


Security Act. 

Mr. Houuanp. I have tried to give the committee in this statement 
a picture of where the mutual security program fits into the overall 
economic policies that the Government has in Latin America and 
which, as I have often said to this committee, I conceive to be biparti- 
san policies that this Government has been following for many years 
in Latin America, bipartisan policies in the finest sense of that word. 
_ The basic objective that we seek in the 20 Latin American Republics 
in the economic field is to make a contribution that is really effective 
and will add something to the strong effort that is going on in every 
one of the Latin American Republics to establish within their ter- 
ritories, stable, sturdy, national economies; the kind of national 
economy that raises the standard of living of the men and women who 
comprise those countries and of their fo sa 

We feel that the selfish interests, if you want to use that word, 
of the United States and our people require that we be surrounded 
in this hemisphere by strong partners whose qualities meet the 
standards which I have just defined. 
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Therefore, this policy and objective need not be justified by purely 
philanthropic motives, humanitarian motives, lineame they are 
certainly there. It is in our interest that we attempt to make this 
contribution. 

It happens that the governments and leaders of the Latin American 
Republics in general do not want grant aid from the United States, 
That reflects a very sturdy spirit of self-reliance on their part, one 
which I believe characterizes the governments and peoples of Latin 
America. 

They want from us instead that kind of help, cooperation in the 
economic field that is long term, that flows from normal relations 
between us and them, that can be counted upon to flow toward them 
without fluctuations of great importance and over a long period of 
time. 

Concretely, they want from us generous trading policies, protection 
for the existing levels of inter-American trade, assurance that no 
opportunity, no practical achievable opportunity will be overlooked 
to increase the levels of that trade. 

They want from us help in channeling larger quantities of develop- 
mental capital into the hemisphere, the kind of capital that goes in 
and creates new enterprises, that affords sound and dignified employ- 
ment to men and women, the kind of capital that increases and en- 
larges those kinds of enterprises that already exist there. 

They want that capital in two forms: In the form of private invest- 
ment by our citizens, in a number of these countries, and in the form 
of generous, sound, official loans extended through the Export-Import 
Bank and, although it is an international institution, they never over- 
look and should not the activities of the International Bank. 

Then, lastly, I believe there is a very genuine realization, and it is 
a realistic understanding, of the importance to them of technical 
knowledge, technical experience. 

It is not an exaggeration to say that no amount of capital, no 
amount of equipment, no amount of raw materials will sustain a 
really strong and expanding economy unless you have the people 
trained in technical fields to operate and sustain that kind of economy. 

It is not an answer to that need for us to try to export technicians. 
It is not an answer for two reasons. We can’t supply the number of 
technicians that can be usefully employed in this hemisphere because 
the opportunities for growth are simply fabulous. 

It is not the answer because when we think of strong economies in 
the other American Republics, we think of economies broadly rooted 
and based in their people, economies that rest for their stability on 
their technicians, on their investors, their private enterprise. 

Therefore, we attach great importance to the mutual security 
program through which for many years we have been trying to share 
with Latin America, trying to spread throughout this hemisphere 
where it is needed, the accumulated technical knowledge and exper'- 
ence of all our countries, not just of the United States. 

We seek that aim through two means: The bilateral programs that 
we have undertaken with almost every one of the Latin American 
countries, and the multilateral programs that are conducted through 
the Organization of American States. 

In the bilateral programs, we join at the request of the local govern- 
ment, in some program established by that government and to which 
program that government contributes its fair share of the cost. 
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We are very pleased with the results of many years of participation 
in these programs. The members of this committee know that our 
participation in the field of technical assistance in Latin America was 
begun, I believe, in 1942, before we undertook such operations any- 
where else in the world. 

We don’t claim that our participation has been perfect, but we 
note with real gratification that over the years both our knowledge 
and our ability, and those of our sister Republics, to achieve success, 
to achieve real progress through this type of program has improved. 

Because of the interest and the confidence that the other govern- 
ments have in these programs, we agreed at the Economic Conference 
in Rio in 1954 that we would strengthen our participation in these 
bilateral programs. 

As you see, the budget that is proposed to you here does contem- 
plate an increase in our participation in these programs from a figure 
on the order of $28 million to one on the order of $32 million. 

The other technical assistance or technical program in which we 
participate is the multilateral program conducted through the Organ- 
ization of American States. It does not duplicate the work of the 
bilateral programs. 

It is an excellent undertaking by the Organization of American 
States, which, as you know, is that regional organization to which 
all our American Republics belong. That program has for its general 
objective the training of technicians who may go back to their own 
countries and become teachers, to spread the technical knowledge 
that they acquired in these training centers. 

There are seven of those. They are maintained in various places 
throughout Latin America, or various countries throughout Latin 
America, and they are doing an excellent work. 

I had the pleasure of visiting some of them. I know that some 
members of the committee have. You come away from one of those 
centers with a feeling that here is a fine thing. Here are American 
peoples from our different Republics seeking to pool their knowledge 
and to make it useful in the various countries under conditions that 
actually exist there. 

I feel very enthusiastic, and I hope that you will, about the results 
of the work of this multilateral program. 

The next feature of the presentation to you here this morning is 
the mutual defense-assistance program. That, as you know, has its 
roots in the Rio Treaty, which recognizes that an attack on any 
American state will be considered as an attack on all American 
states. 

With that basis, we have throughout the hemisphere developed 
the concept of a defense of this hemisphere as a joint homeland, 
and not an uncoordinated defense of this hemisphere, each nation 
trying to maintain the military establishment adequate to protect 
its own territory. 

Such a policy has freed much of the energies of the Latin American 
countries for use i 1 building strong economies. 

We have mutual defense agreement with 12 Latin American 
countries, which agreements contemplate their participation in a 
mutual hemispheric defense plan. 

_ The sum that is proposed there, $35.5 million, is, in our judgment 
in the Department of State—we are not military men, of course—a 





296 MUTUAL SECURITY ACT OF 1956 


reasonable sum, one that will be effective, will implement as we wan 
it implemented the policy of mutual defense of hemispheric defense 
in the new world, among the American Republics. 

The last feature of our presentation this morning is that of develop. 
ment assistance, which, as you know, contemplates grant aid. I have 
said that the American Republics have told us, and with what I con- 
sider to be very admirable sturdiness of spirit, that they prefer not to 
have grant aid from the United States, save to meet temporary emer- 
gencies, crises, which they feel they cannot meet with their own 
available resources. 

We have in the past 2 years extended that type of aid to 3 countries: 
Haiti, where we tried to help the Haitian Government and people 
overcome the stunning blow of the hurricane that fell there 2 years 
ago; in Guatemala, where we have helped the liberation government 
put in order the house that was a shambles after the departure of the 
Communist-dominated regime there; in Bolivia, where we have tried 
to help a government faced with national starvation conditions and 
crises, arising from falling prices of tin throughout the world. 

We propose in the coming year to grant aid in Guatemala and in 
Bolivia. We look toward the time, and as do their governments, 
when grant aid in those two countries can likewise be terminated, 
because of their ability to stand on their own feet and go forward 
with their economic development on the basis of their own resources, 
supplemented by the long-term kind of economic cooperation and 
assistance to which I have referred, and which is the kind to which 
they accord importance in their economic planning. 

That, gentlemen, is, in brief terms, the policy aspect of our presen- 
tation this morning. I hope that the members of the committee will 
find time to read the prepared statement that I have submitted to 
you, because in it I have attempted to set out with brevity the general 
economic policy of the Government in the hemisphere and the place 
within that picture that is occupied by the mutual security program. 

I would be very happy to attempt to answer questions which may 
occur to members of the committee. 

Chairman Ricuarps. Thank you, Mr. Holland. 

We will continue with the statements of the other witnesses. Mr. 
Atwood, have you a statement? 


STATEMENT OF ROLLIN S. ATWOOD, ACTING REGIONAL DI- 
RECTOR, OFFICE OF LATIN AMERICAN OPERATIONS, ICA, AND 
ACTING PRESIDENT, INSTITUTE OF INTER-AMERICAN AFFAIRS 


Mr. Arwoop. Yes, sir; I have a statement. 

Chairman Ricuarps. Would you like to read the statement? 

Mr. Arwoop. I would like to submit this statement, and to sum- 
marize it by a few remarks. 

Chairman Ricuarps. Without objection, Mr. Atwood’s statemen' 
will be placed in the record. 

(The statement referred to is as follows:) 

It is a pleasure to have this opportunity to appear before the Committee on 
Foreign Affairs in support of the proposed mutual security program in Latin 
America for fiscal year 1957. This is my first appearance in my present capacity 
as director of mutual security operations for Latin America. I entered on this 
responsibility on July 20, 1955, after nearly 13 vears in the Department of States 


Bureau of Inter-American Affairs, the last 5 years of which I was Director 0! 
South American Affairs. 
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PROPOSED PROGRAM FOR FISCAL YEAR 1957 


For fiscal year 1957 we are proposing to continue a joint coordinated program 
in Latin America essentially unchanged in its impact and scope from that of this 
year. I shall confine my remarks to the bilateral technical cooperation program 
and the development assistance program. Others are here to discuss the military 
assistance program, for which $35,500,000 is requested, and the United States 
contribution to the technical cooperation program of the Organizstion of American 
States, for which the request is $1,500,000. 

The bilateral technical cooperation request for the coming fiscal vear is 
$32,250,000, which compares with an operational level of $28,406,000 in fiscal 
vear 1956. For development assistance in Latin America we are requesting $27 
million for fiscal year 1957, almost 30 percent less than this year’s $39 million. 


LATIN AMERICA TODAY 


Latin America is in a stage of transformation and growth, as the peoples of 
the area strive to advance the frontiers of their economic and social progress. 
The area is experiencing an economic and social revolution of significant propor- 
tions as a result of the tremendous political, economic, and social forces unleashed 
by two world wars. The interaction of these forces has culminated in an intense, 
deeply rooted determination among these peoples to achieve for themselves a 
more secure and abundant existence, above the minimum and somewhat austere 
subsistence which prevails in many parts of the region. 

In their efforts to improve their standard of living and satisfy the aspirations 
of their rapidly multiplying populations, the Latin Americans have already set a 
remarkable record of accomplishment over the last 20 years. 

Latin America’s economic growth has been uneven, rapidly rising in years of 
favorable terms of trade and declining or remaining stagnant in less favorable 
periods. The real problem which faces us here is the necessity of increasing the 
productivity of her people, particularly in food production, and breaking down 
the rigidity of the highly nationalistic economic systems prevailing in many 
countries of the area. In addition, despite her large population and the quantity 
and variety of physical resources, Latin America’s progress is seriously hampered 
by such chronic weaknesses as lack of diversification of crop and product, low 
per capita incomes, low literacy rates, poor health and sanitation facilities, and 
low rates of saving and domestic capital formation; all of these characterize in 
varying degrees the economies of the area. 

Moreover, the great geographic dispersion of the population and the lack of 
transportation and power facilities are problems blighting economic growth which 
must be solved before real progress can be achieved. 

The United States has long recognized the advisability of its helping to solve 
the problems facing Latin America. Latin America is a potential source of great 
military, strategic, and economic strength. 

Our cooperation in encouraging Latin American economic growth is a necessary 
aspect of our policy of opposing the spread of international Communist influen-e. 
Our significant public and private investments in Latin American countries give 
rise to an interest in the continuing stability of their economies. Finally, although 
our relationships with the area are primarily economic, the growing influence and 
dignity of Latin America in international forums, her traditional friendshin with 
the United States, and her increasing capabilities for contributing to the defense 
and security of the hemisphere all tend to make the area of crucial political and 
strategic importance to the United States and the free world. It is with these 
considerations in mind that a mutual security program for Latin America has 
been developed. 


TECHNICAL COOPERATION PROGRAM 


The keystone of the mutual security program as it is oriented for execution in 
Latin America is technical cooperation. By raising the level of competence 
among the small but significant group of Latin American technicians and ad- 
ministrators who are seeking to bring about a thoroughgoing economic develop- 
nent, we contribute to the establishment of a firm base for the solution of many 
of our sister republics’ most serious problems. Our technical cooperation in 
Latin America is directed toward assisting these governments to create such 
conditions and maintain such an atmosphere that they and their people may 
together and with a minimum of outside help build strong national economies 
and stable political systems. 

t is only thus that the higher standard of living demanded by our friends to 
® south may be achieved and solidly established. 


75009—56———20 


th 











298 MUTUAL SECURITY ACT OF 1956 


In providing technical cooperation we do not attempt to prescribe for any 
other American republic the kind of economic or political system or methods 
which it should adopt. We render such cooperation only upon requests of these 
sovereign nations. However, when asked for assistance we try to give it in a 
manner that reveals our own national philosophy of democratic free government 
respecting the integrity and dignity of the individual citizen. ' 

/e believe that our programs are constructed in a spirit which would command 
the approval of a majority of our own people. In rendering cooperation, we, of 
course, attempt to support those programs and policies which our experience 
has led us to believe are best designed to achieve real economic progress. 


ADMINISTRATION OF THE TECHNICAL COOPERATION PROGRAM 


Technical assistance is provided to Latin American countries only upon request 
of the potential host government. The host government programs presented in 
connection with requests for technical assistance are carefully examined and 
evaluated as to their probable usefulness in meeting basic needs in the requesting 
countries and as to their contribution toward maintaining and increasing the 
overall security of this hemisphere. 

Once a program is jointly approved both the United States and the host country 
cooperate in the detailed planning for its execution. 

While the training of host country technicians both in the field and in the 
United States is an essential and integral part of each program, the principal 
device for carrying out t-chnical cooperation in Latin America for 14 years has 
been a joint service unit set up within the government of the host country known 
as aservicio. This unit is administered jointly by the United Stat°s and the host 
country and is also jointly financed. It is the organization which brings together 
the technicians of this country and the host country and provides for the effective 
—_ ntation of cooperative programs. 

rograms and individual projects are jointly reviewed continuously to deter- 
mine the time and manner in which projects can be phased out or effectively turned 
over to the host country for continuation. The host country makes a “fair share” 
contribution to any program initiated, and its percentage contribution increases 
as the programs approach maturity. Those phases of the programs which can 
be more eff: ctively carri-d out by private individuals, groups, or corporations are 
handled under contract procedures. 

At the present time there are 56 servicios in operation; in addition, 19 such 
units have been terminated since the beginning of the servicio program in 1942. 
During fiscal year 1956 the financial contributions of the United States will be 
about $5,815,000 and the eash contributions of the host governments will be 
approximately $32,381,000.!_ There will also be substantial contributions “in kind” 
from host governments, but it is extremely difficult to place an accurate dollar 
value on such contributions. Since 1942, the servicios have originated 3,043 
projects of which 1,853 had been completed or transferred to the host govern- 
ment and 1,190 remained active as of January 1, 1955. 


DEVELOPMENT ASSISTANCE PROGRAM 


Assistance for economic development in Latin America represents a very small 
but much needed portion of the total amount of public and private funds available 
to Latin America for economic development. 

The Latin American countries have preferred to rely on both foreign and 
domestic private investment and public loans to supplement the benefits that 
flow from a stable and expanding inter-American trade. In this hemisphere we 
are dealing with less-developed countries and not economies without adequate 
human and natural resources to sustain economic development. 

United States private direct investments in Latin America, for example, total 
nearly $7 billion, and increased interest is being shown by private United States 
investors in new investments and increases in old investments. Therefore, 
development assistance from this country has been limited to cases of critical 
emergency, and it is in the interests of the United States to continue to render 
such assistance in two areas which remain in a state of emergency. 


DEVELOPMENT ASSISTANCE FOR BOLIVIA 


In late 1953 a severe drop in the price of tin, combined with a serious decline In 
production resulting from the nationalization of the tin mines, threatened to cause 
a major economic crisis in Bolivia, essentially a one-export economy. It was 
necessary that the importation of capital goods be restricted, and a subsistence 


! Local currencies converted to dollar equivalents on same basis as other contributions, Does not include 
$18,066,400 of cash contributions from local governments and other third parties. 
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level of food importation could be maintained only by drawing on reserves. The 
United States promptly began a dual-purpose effort to meet this situation. 

An economic diversification program, designed to reduce Bolivia’s dependence 
on purchasing food with tin earnings, was instituted; the most significant element 
of this program is the agricultural development operations, which is substantially 
increasing food production. For the implementation of this program, the United 
States has been providing the necessary agricultural and industrial equipment and 


supplies. 

Until food production is raised considerably, however, Bolivia will continue to 
require as the second aspect of United States aid direct assistance in the form of 
food. The greater portion of the sum requested for development assistance in 
Bolivia is proposed to provide foodstuffs from our own surplus agricultural com- 
modities. The United States plans to terminate its development assistance to 
Bolivia as soon as a satisfactory level of food importation and production can be 
maintained without outside aid. 


DEVELOPMENT ASSISTANCE FOR GUATEMALA 


The pro-Communist Armas government, left Guatemala with an empty treasury 
and a severe unemployment problem. In response to the resulting threat of 
economic crisis, the United States has been assisting the government in carrying 
out a number of projects designed to restore normal economic conditions and to 
promote further economic development. 

Urgently needed highway and hospital projects, a rural development program, 
and a planned area development program are among the most significant of the 
efforts to mobilize the country’s varied economic resources and to demonstrate 
the government’s ability to accomplish major improvements as to which the 
Communist regime had been unsuccessful. No new activities are contemplated 
in the coming fiscal year, but the continuation of the projects now in progress is 
of extreme importance to Guatemala’s program of recovery. 

Mr. Arwoop. I would like to outline very briefly just what we feel 
this technical cooperation program is and how we are going about it. 
We feel that technical cooperation really means the exchange of 
know-how, the working together on technical programs, that it is an 
integral part of the foreign relations, as was indicated by Secretary 
Holland, that it is also, of course, an integral part of our domestic 
relations. 

It is also true that this technical cooperation has become an integral 
part of the life and the work of the peoples of this hemisphere over 
this period from 1942 up to the present. 

It is an essential element in this economic development which is 
going forward quite rapidly in this hemisphere. It is essential if 
people are to work together and to raise their living standards and to 
increase production to increase trade. 

In this program that we are carrying out in Latin America, we are 
utilizing the best technicians available in all of the countries to help 
attack the problems and to achieve the results which we consider to 
be in the national interest and essential to the security of the Western 
Hemisphere and the free world. 

In doing this over the years, and country by country it is obvious 
that the program has contributed in a marked degree to the economic 
development of the hemisphere, but far more important in my mind, 
however, is how it has been done, what have been the basic principles, 
what have been the ideals, the way of thinking, if you will, that have 
guided this technical cooperation program and the development that 
has gone with it. 

As I say, economic development itself is not enough to insure the 
security of this hemisphere of the free world. In the technical 
cooperation program, the technicians from all of these countries are 
working shoulder to shoulder with each other, and with the tech- 
hiclans from the United States, to achieve these common goals. 
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They are doing-it in a manner and by utilizing means which are 
consistent with a philosophy or a set of beliefs which represent the 
highest ideals of the free world. 

In other words, they are showing themselves and others that it 
can be done under those basic beliefs and basic ideals which are 
common to the countries of this hemisphere. 

I will list a few of those, such as we believe that the actions of 
nations like those of men should be governed by religious and mora] 
principles; that we believe that the nations like men must forego the 
advantages that can be attained only by violating such principles: 
we believe and prize the sanctity of the individual and his freedom: 
we believe that the well-being of people should never be sacrificed to 
increase the power and strength of the state. 

I could go on with those, but these are the principles and the ideals 
which are governing this cooperative venture that we are considering 
as the technical cooperation program in the hemisphere. 

Now, I would like to just outline briefly how we actually set up a 
program. When a country has requested assistance from the United 
States, when a country has indicated that it would like to work with 
us to try and achieve certain goals, the procedure is more or less the 
following: 

We ask the country what are the goals that you wish to achieve? 
What are the ends that you are seeking? What is the program that 
you are carrying forward? And then in working with them, we try 
to select those projects, those programs which we feel are not only 
in the interest of that country but are in the interest of the hemisphere, 
in the interest of the United States, the security of this hemisphere, 
and then to determine just how we can render effective assistance in 
the form of technical cooperation. 

From that, we develop the procedure with which most of you are 
quite familiar. It is the joint operation, using the mechanism which 
we have called the servicio, or, in English, a bureau. 

That mechanism is used whenever a joint operation is required. 
It allows the American technician, it allows the technician of the 
other country to get down and work side by side in carrying forward 
a certain project or a certain program. 

That procedure has been used quite successfully since—well, from 
the very beginning in 1942. When the need for joint operation is no 
longer needed, the servicio is turned over or terminated, and we go 
forward with advice and guidance through American technicians. 

I am distinguishing between the mechanism which is known as 4 
servicio and the projects which are carried out by this joint mechanism. 

The projects—well, there are thousands of projects. Those projects 
are worked out jointly and they are terminated from year to year 11 
accordance with the type of project. 

The servicio, however, continues as long as we need a joint technical 
cooperation program, with technicians working shoulder to shoulder. 

I think, Mr. Chairman, that is the statement regarding the program 
I would like to make. I would be glad to answer any questions. 

Chairman Ricuarps. Thank you, Mr. Atwood. We will hear from 
Mr. McGuire. 
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STATEMENT OF E. PERKINS McGUIRE, DEPUTY ASSISTANT SEC- 
RETARY, INTERNATIONAL SECURITY AFFAIRS, DEPARTMENT 
OF DEFENSE 


Mr. McGuire. I have a very brief statement, Mr. Chairman. If 
| could read that, Mr. Chairman, and have it put in the record, I 
would appreciate it. 

Chairman Ricuarps. Very well. 

Mr. McGuire. Mr. Chairman and members of the committee, in 
contrast to many other areas of the world, the countries of Latin 
America are geographically remote from the Iron Curtain. They are, 
however, subject to Soviet bloc pressures both overt and covert. The 
Communist action in Guatemala left no doubt as to Soviet intention 
to establish a foothold in the Americas. One of the purposes of our 
military assistance program for Latin America is to assist in enabling 
governments to resist these pressures. 

Our prime purpose is, of course, to increase the military potential 
of the area so that the Latin American countries may contribute 
effectively to the defense of the Western Hemisphere. 

During World War II it was necessary to divert 130,000 men and 
their equipment from the United States to insure the security of Latin 
America. In the event of another global conflict it would be to our 
advantage to have the Latin American countries perform this mission 
themselves. The Latin American nations have shown themselves 
eager to participate fully in the defense of the hemisphere. 

The ability and potential of Latin American forces was demon- 
strated both in World War II and the Korean conflict by the contri- 
butions of combat units of Brazil and Colombia, respectively. It 
also was ample evidence of their willingness to stand beside the United 
States in time of necessity even outside the area of the Western 
Hemisphere. 

The Inter-American Treaty of Reciprocal Assistance, familiarly 
known as the Rio Pact, which came into being in 1947, exemplifies 
the desire of the nations of the Western Hemisphere to resist aggres- 
sion collectively. 

It was signed by the United States and 20 other nations in this 
hemisphere, its members agreeing that an armed attack on any one 
member would be regarded as an attack on all members and that 
they will unite for the common defense. It was the first of our mutual- 
defense treaties and set forth the precedent and pattern for NATO 
and later agreements. 

Twelve of the nations which signed the Rio Pact have signed bi- 
lateral military assistance agreements with the United States whereby 
they agree to raise, train, and contribute certain military forces for 
hemispheric defense. It is in support of these forces that we propose 
this important although modest program to furnish a portion of the 
military equipment and training necessary to make effective the forces 
contributed. 

By reasons of geography, source of raw materials, potential man- 
power and security of the hemisphere, Latin America is of major 
importance to us. In enemy hands South America would provide 
bases for attack which would be dangerously close to the United 
States. Furthermore, trade routes would be cut and important sources 
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of strategic materials would be lost; for example, the oil and iron ore 
of Venezuela, the copper of Chile, and the rare earths of Brazil, con- 
taining thorium, which can be used as a source of nuclear energy. 

Also, Brazil offers a major approach between Africa and the Western 
Hemisphere. 

Colombia and Venezuela lie in close proximity to the Panama Canal 
and flank the Caribbean on the south to form the southern anchor of 
a natural Caribbean defense perimeter, 

Peru and the shipping lanes along its 1,000-mile coast are stra- 
tegically vital to hemisphere defense. During World War II Peruvian 
submarines guarded the operations of the Talara coastal oilfield from 
which a steady stream of tankers transported petroleum across the 
South Pacific to our forces in the Southwest Pacific. 

Chile, with a coastline of 3,000 miles is of particular strategic im- 
portance. Because of its geographical location, far removed from our 
country, it must play a major part in the defense of the southern 
portion of the hemisphere. 

The program proposed is small in comparison with other programs, 
though proportionately larger than in prior years. It represents the 
minimum amount necessary to provide spare parts and maintenance 
for equipment furnished under earlier military assistance programs, 
and to provide a small amount of training. The $35.5 million here 
proposed for military assistance to Latin America is 4 times as large 
as our program for fiscal year 1956, and in our judgment adequately 
meets the present needs of our Western Hemisphere partners. 

Thank you, Mr. Chairman. 

Chairman Ricuarps. Thank you, Mr. McGuire. 

I want to ask a question or two. I will direct the question to 
Mr. Atwood. It deals with the technical assistance program. 

Mr. Atwood, you are familiar with this intermediate report of the 
Government Operations Committee? 

Mr. Arwoop. Yes, sir. 

Chairman Ricuarps. It is on United States technical assistance in 
Latin America. I want to read one paragraph. On page 15, ‘“‘Imple- 
mentation of projects.” You find this criticism: 

Good planning involves something more than definite objectives. It must also 
take into account how much actually can be done within a given time and what 
obstacles have to be overcome on the way. The record in Latin America shows 


that planning for technical assistance has been seriously deficient in this respect. 
This is indicated by the huge proportion— 


this is what I am particularly interested in— 


of unexpended funds carried over from year to year. For example, at the close 
of fiscal year 1955 not only did $16 million remain unexpended out of the $25 
million appropriated for that year, but there was also a balance on the books of 
$6 million from 1954. 

What about that? 

Mr. Atwoop. Mr. Chairman, I think this report is a very excellent 
report. Factually, those conditions do exist. 

The way in which the programs are carried out jointly with the other 
governments does make it extremely difficult to obligate and spend 
within 1 year or even in some cases 2 years. 

That is because the programs are worked out jointly under prog 
agreements, and then the projects are developed jointly, and the elay 
in getting those programs started, although there is no basic difference, 
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in my opinion, regarding the amount that should be contributed by the 
United States or the amount that will be contributed by the other 
country, the actual process of getting those programs under way and 
the expenditures made is more or less inherent in this program. 

We have tried, I think somewhat successfully this year, to cut down 
wherever we felt that the obligations were not expended during a 
reasonable period of time. But it is difficult, and I will have to admit 
very frankly, it is very difficult to program on a 1-year basis, in a 
program of this nature. It really is a long-range program. 

Chairman Ricuarps. What about the $6 million remaining from 
1954? When do you think you will have that expended, legitimately 
expended? 

Mr. Arwoop. In my opinion, it should be legitimately expended 
this year. Just how close we will come to doing it, I am not sure. 

I don’t have the exact figures with me right now. I can supply the 
committee with the actual figures as of the present time, as to the 
obligations and expenditures. 

Chairman Ricuarps. Did you not anticipate that the $25 million 
in the 1955 program would be expended in fiscal year 1955? 

Mr. Atwoop. Yes;I think they were. If course, I was not actually 
directly in charge at that time. I don’t know the exact thinking 
involved. But I assume that that was taken into consideration in 
laying out the program for 1955 and 1956. 

Chairman Ricuarps. On page 18 of this report it says, ‘‘Host 
country requests.”’ I want to read that: 

In spite of the fact that behind every technical assistance program undertaken 
in Latin America there is a formal request by the host country, the record indicates 
that in some cases programs and projects have been thrust upon the recipient 
countries, 

What about that? Have you a record of these countries having 
our aid thrust upon them? 

Mr. Arwoop. Again, I will have to speak very frankly, Mr. Chair- 
man. Perhaps in a few cases, due to the enthusiasm of individuals, 
both United States individuals and the individuals of the other 
countries, that certain programs may have been set down and agreed 
to before it was thoroughly understood just what that program would 
involve, just how much it would take, just what it was going to do, 
and therefore it may have resulted in a feeling that that program—I 
don’t think there is any feeling that that program was thrust on anyone 
but that program had more United States initiative back of it than 
local country initiative. 

Chairman Ricuarps. They say in the next sentence: 

Certainly the failure of countries as well endowed as Brazil, Uruguay, and 
Mexico to make contribution to certain of the programs can only be explained in 
terms of their disinterest. 7 

Mr. Arwoop. Well, I think that disinterest plays a part in the 
extent to which they have contributed. The record of those countries 
that are mentioned is very good as far as their contribution to the 
total technical cooperation program in those countries. 

There are other things that have held up, such as getting appropri- 


ations from their own congresses, which have held up certain of their 
contributions. 
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A lot of them get their appropriations at a different time of the 
year than we do, therefore, they have to sort of gamble on whether 
they are going to get a contribution in order to go into a program, 

We don’t actually deposit our money until they deposit theirs. 
But in laying out a program, their eyes might be a little bit bigger 
than their stomachs. 

They have had difficulty in filling completely what they hoped to 
do. But, on the whole, the record of the Latin American countries 
in contributing to these programs has been excellent, and has cer- 
tainly been well within the question of a fair share. 

Chairman Ricarps. For instance, Uruguay is mentioned: 

Although the United States by June 30, 1955, had obligated more than 
$1,121,100 for technical assistance in 8 different fields, Uruguay had made a 
contribution of its funds substantially to only 1 of them, that of health and 
sanitation. 

Mr. Atwoop. That is practically the whole program in Uruguay, 

Chairman Ricnarps. They said they had eight. 

Mr. Arwoop. Eight projects, but financially, monetarywise, the 
health program, I don’t know, I think it is 80 percent or perhaps 
more of the program. 

One of the problems in Uruguay has been delays in getting the 
programs passed by their Congress. That is something that they 
have been trying to correct. 

But they have had some difficulty in getting the programs ratified. 
We do not make an actual contribution to a program, a cash contri- 
bution to a program until the other country has ratified the agree- 
ment, if their laws require ratification. 

Chairman Ricnarps. They say: 

In December 1954, a contract was signed with Texas A. and M. College in the 
amount of $751,000 for a cooperative program in the field of agriculture for the 
purpose of strengthening the educational, research, and extension programs of 
the Superior School of Agriculture, Antonio Narro, Saltillo, Coahuila, Mexico. 
The program never got off the ground because Mexico did not meet its share, 
a share which according to figures submitted to the subcommittee appears to have 
been set at about one-quarter of the amount contributed by the United States. 

That is another situation. 

We are asked down here on the floor many times why we are not 
doing more for South America. We are doing things for people all 
over the world. I wondered the extent of their interest in these 
programs. 

I understand they have to provide their contributions through 
constitutional means; so do we up here. But I wouldn’t have those 
folks down there think that we were pushing money on them for 
any program. 

Mr. Arwoop. I can assure you there is no desire of ours to push 
anything on them. 

Chairman Ricuarps. If they are not interested, we might as well 

ult. 

, Mr. Arwoop. That is exactly right. Although, that case in Mex- 
ico, we could go into it in detail if the committee wished. That 1's 
another case where a program was not fully appreciated throughout 
the Mexican Government. 

It was wanted. It was asked for officially, but it never got off 
the ground. It was not actually understood. And before we started 
into that program, before we actually go into expenditures, we wan! 
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to be absolutely sure that everybody is clear as to just what that 
program involves and how much it is going to take, and what their 
part is in it. ' 

Chairman Ricuarps. | think that is a sound basis upon which to 
proceed, The question here is, if they don’t want the money they 
have already, why appropriate any more. It is just that simple. 

Mr. Arwoop. That is right. As far as Mexico is concerned and 
that program, we are taking it out. 

Chairman RicHarps. Let me give you one more illustration. We 
have been accused sometimes by officials in Peru of not fully realizing 
what Peru is up against, in not doing enough. [{Reading:] 

In Peru, for example, the entire agricultural budget of the Peruvian Government 
still stands at the level of $2,750,000 per year—that is the entire budget—where it 
was when the United States technical assistance program in agriculture was 
started, Yet the United States has put into Peruvian agriculture more than $1 
million a year. In response to the subcommittee’s questions as to how soon the 
United States might be relieved of this cost, the mission director made a frank 
; ohne Peruvian Government could undoubtedly support this entire program itself 
today or tomorrow or next year. It could have supported it last year. The 


total amount of money involved is such that by all meam. it isn’t beyond the 
competence of the Peruvian Government to cover.”’ 


The report goes on: 


The explanation which was offered as to why, under the circumstances, the 
United States is still paying so much of the cost of the program was simply that 
the Peruvian Government wouldn’t carry it on otherwise. 


They just wouldn’t carry it on. That is the situation down there 
in some countries. We are proud to call them our friends. They are 
part of the overall program for western hemispheric economic and 


military solidarity. 

We just don’t want to force them to accept American dollars if 
they don’t want to. Yet, we know they need our help and they say 
they need it. 

Mr. Arwoop. In that Peruvian program, it is true, perhaps, they 

could have afforded to take it over. 
_ We are continuing the joint aspect of that program, and it is chang- 
ing from year to year. It is still an agricultural program. It is 
changing from year to year as to what projects they carry out. We 
are carrying it on because we still feel it is in the interests of this 
country and in the interest of the program as a whole to carry that 
forward. 

The question as to the size of the budget of the department of 
agriculture in Peru, T cannot pass on that, but I do know that the 
Peruvian Government’s contribution to the programs that we are 
carrying on is fully in line with the principles that we are following in 
the hemisphere; in other words, it is a very fair share contribution by 

eru. 

The program has been very successful. There have been a great 
many of these projects, some of the larger ones and a great many of 
the smaller ones, that have been already taken over by the Peruvian 
Government. Whether they are in the department of agriculture, I 
don’t know. But these projects have been taken over by the Peruvian 
Government and are being operated by them, and all the routine 
expenses are paid for by the Peruvian Government. 

Chairman Ricnarps. Are there any questions? Mr. Vorys. 
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_ Mr. Vorys. Mr. Chairman, I had my first trip to Latin America 
in February and had a glimpse of five of the countries. 

While I appreciate the danger of generalizing from a quick trip 
like that, I would like to testify from my observation to the intelligent 
and devoted missions we have and the way in which they go about it. 

They have to coordinate the mutual security aspects, the technical 
assistance and the development assistance. I saw both Guatemala 
and Bolivia. I don’t know whether Mr. Atwood commented specif- 
ically on them. 

Mr. Atwoop. I didn’t. 

Mr. Vorys. Those are countries where we have development 
assistance programs. I hope he will tell about them. It was there 
that I got a little chance to see how they do coordinate their efforts 
to bring a country up and out of its troubles. 

I was at Lima in Peru where they had a regional meeting of all of 
the ICA people from Latin America. Again, cautioning myself on 
making generalizations from a brief observation, I was tremendously 
impressed with them as a group, and with their earnest and intelligent 
and devoted discussions and shop talk. 

I think we forget sometimes what we are reminded of this morning, 
that our relations with Latin America have pioneered some of our 
worldwide relations. We had the first regional mutual-defense treaty 
in Latin America, near home, as we should have done. It was 
experience from that treaty that helped us when we went into NATO 
and later into SEATO. 

We had our first technical assistance program in Latin America, 
the first servicio, the joint service programs which have been used in 
other areas so effectively. 

So, this recent experience has increased my interest greatly, increased 
my knowledge slightly, but increased my enthusiasm enormously for 
what we are doing with our neighbors. 

I would like to ask this question before my time runs out. I want 
to get from Mr. Atwood, from these three gentlemen, because it is a 
threefold matter, diplomatic, economic and possibly security, the 
involvement in both Bolivia and Guatemala. I hope they will com- 
ment a little more fully about what happened. 

Before that, however, I want to ask this: I have been trying to 
check on the unexpended balances down here in these books you have 
given us. You put what the program was for last year and what the 
proposed program is for the coming year, but you don’t tell what we 
always want to know, and that is, what have you spent. 

The staff informs me that for technical assistance it is unexpended 
$26.6 million, for development assistance $18.7 million; is that right? 


STATEMENT OF JOHN E. MURPHY, CONTROLLER, INTERNA- 
TIONAL COOPERATION ADMINISTRATION 


Mr. Murpny. Those are the estimated unexpended balances as 
of June 30, 1956, Mr. Vorys. 

Mr. Vorys. I want to make one comment about that. I agree 
thoroughly with the Government Operations report. That is too 
much. It means that you are biting off more than you can chew. 

On the other hand, Mr. Richards and I, when we took a trip In 
other areas, came up with the idea that technical assistance planning 
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ought to involve plans that would run for 3 to 5 years and can’t be 
done well a year at a time. 

I therefore can see why there might be an excuse for substantial 
unexpended balances. But I think the way to do it ought to be that 
you get your appropriations money year by year as you need it, even 
though you give your plans and we give you sufficient authority to 
make plans in advance. 

I would be glad to have you comment on that matter of advance 
planning and unexpended balances. Then IT would like to have you 
tell us about those two countries, if there is time, Mr. Chairman. 

Mr. Arwoop. Of course, on the question of advanced planning, I 
feel very, very strongly that the technical cooperation program must 
be considered as a long-range program and that it does require long- 
range planning, of course. 

This question of the unexpended balances is something that I have 
been attacking the last 6 months since I have been in charge of this 
program. 

We have been working with it with all the various parts of the 
agency, and also with the other countries, because, as you know, some 
of these unexpended balances are due to joint problems between the 
countries. 

We are trying to work out the operations abroad so that there is a 
12 to 14 months, I think, period ahead which is covered financially. 

We are covered for more than that. We are covered for more than 
that right now in several programs. 

Mr. Vorys. I do not urge you to just rush around and find ways to 
spend more money. I think, though, that what this unexpended 
balance means is that you have asked for something before you have 
it programed. 

I urge advance planning. When Mr. Stassen was here, he said, 
“The trouble is that we are delayed because these other countries 
have to submit their programs to their legislative bodies.”’ 

I urge you to do that with us, and not come up here with what 
obviously was a dream program such as one that the chairman men- 
tioned, but to come up here and say, ‘‘We have a plan. Here is our 
plan.” You may have to label it as an “illustrative”? program to 
warn the other countries it is not a commitment, but you should come 
up here with something and say, “We have a plan and a general 
working agreement with the other fellows, and this plan is going to 
take 3, 4, or 5 years.” 

Explain why. And then I suspect that if you did that, and it was 
a good plan, Congress would authorize it. But, if Congress was smart, 
they wouldn’t appropriate the money until it was a going plan. 

Mr. Arwoop. Of course, there is another aspect to that. In coming 
up with an illustrative program, we come up with that before we can 
actually discuss that program with the other country. We have to 
have the appropriation here before we can actually discuss the amount 
which we are going to contribute, and what we think their contribution 
should be, or vice versa. 

Mr. Vorys. I don’t think so. 

Mr. Atwoop. It is a little dangerous to commit ourselves or to 
indicate that we are willing to put several hundred thousand dollars 
into a program if they want to carry this program through unless we 
are pretty sure up here. At least, we have held back from doing it. 
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Mr. Vorys. I think that in various stages of all these programs 
not only in Latin America, there has not been enough moving alone 
and making, as it were, executive commitments, but at the same time 
requiring some executive commitments from the other country, and 
then sort of moving along so that it isn’t always the American Con- 
gress that has to move first in buttressing up your commitments. 

Mr. Arwoop. I would certainly like to try to go ahead and work 
on that type of program. It is in line with our plans. 

Most of the programs that we have, as you know, and as the mem- 
bers of the committee know, are continuing programs. They could 
be presented and could be worked out on a 3-year or 5-year basis. 

A good many of them, the majority of them, could be worked out 
on a 3- to 5-year basis. 

Mr. Vorys. Some of them are no good unless they are worked out 
on a longer basis. On a year-to-year proposition you can’t get compe- 
tent help and you can’t make your plans; neither can the other country. 

Mr. Atwoop. Within our offices in the field, and in Washington, 
too, we have those things laid out for 3 to 5 years. But in the pre- 
sentation I admit it doesn’t show that. 

Chairman RicHArps. Why not put it the other way around? You 
haven’t the same problem about unexpended balances in technical 
assistance that you have in the military program. 

Most of the unexpended balances of the military program, which 
is the greatest part of the foreign aid program, are due to the fact that 
it takes a long time for us to negotiate our agreements and get stuff 
through the pipeline because you have to order a lot of equipment 
which takes a long time to build. 

In a program like this, why should it take so long to spend the 
money? You furnish scientific services, advice, skills, and things like 
that. Why wouldn’t you have a program first worked out with a 
South American country, for instance, and then come to the United 
States to get the money, instead of going down to these countries with 
funds already authorized and telling them, ‘‘We will furnish this, if 
you ever work out this program’’? 

In a lot of instances they have never cooperated and worked out a 
program with you. What is the use in providing any additional mone) 
until they do? 

I realize it takes a long time, as Mr. Vorys has said, to work out a 
proper kind of program. As he said, we have already broken the ice 
down there. The formula should be pretty well worked out. It is 
a question of their cooperation, whether they are going to provide 
their share of the money. 

It is not the same difficulty we have in a military aid program at all. 
It is just planning. The question is: When we say to a country we 
will provide you so much money if you do so-and-so, and then the 
country shows lack of interest, why authorize additional funds until 
we can use up what we have? 

Mr. Atwoop. Mr. Chairman, I think the programs can be worked 
out with the other countries ahead of time, that is, before they are 
presented here. 

But the actual contributions that will be made to those programs 
might have to wait. 

Chairman RicHarps. Why do we have to move first? 
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Mr. Arwoop. The character of the program and the willingness of 
the other country to take part in it is worked out ahead of time and 
we have program agreements which cover a period of years, subject to 
appropriations 1 both countries. ee 

Chairman Ricnarps. I think there is pretty much unanimity in 
the Congress itself in favor of helping the Western Hemisphere coun- 
tries. There is no question about that. 

1 don’t think the funds that we have provided for that area have 
been seriously questioned on the floor. The intent of Congress is 
there. The desire is there. The feeling of friendship is there. 

The question is whether or not when planning is the only obstacle 
to the flow of the pipeline, the recipient country is willing to cooperate 
as it should. 

Why should we go ahead and appropriate money when a good 
many of these countries apparently don’t want to contribute? 

Mr. Arwoop. I don’t think that is a fair statement regarding the 
majority. I think there are cases, and those are the cases which we 
are just as anxious to get out of the picture as anybody else. 

Mr. Vorys. Then let’s get them out. 

Mr. Arwoop. Of the majority, the vast majority of these programs 
are not in that category. You take the 1957 program that we have 
presented here. It is backed up by programs which have actually 
heen discussed with the other countries, not in terms of exact amounts 
of money, but programs have been discussed which we estimate would 
run to $37 million. 

We have presented a program of approximately 32. The programs 
are the ones we feel justified in saying can be carried out, and in the 
relative size that we have indicated. 

I know a great deal more can be done on this long-range planning 
and in programing for 3 to 5 years. 

Mr. Vorys. I always say every year to tell us what you have done 
with the money before you ask us for any new money. Will you tell 
us just briefly—— 

Mr. Burteson. Will the gentleman yield before we move along? 

Mr. Vorys. Yes. 

Mr. Burueson. I understood the Secretary to say that Latin 
America generally does not want grant aid, but they do want develop- 
ment assistance. 

It is indicated in the book before us that for the fiscal year 1957 
technical assistance is up and development assistance is down. 

Is that because of the unexpended balance situation? 

Mr. Atwoop. The development assistance figure is that figure which 
represents only those emergency situations where grant aid is needed. 
It is entirely separate, of course, from the technical cooperation. It 
Is emergency economic assistance. 

Mr. Vorys. Mr. Atwood just said it. In Latin America, of all the 
areas in the world, development assistance has the definition he has 
just given. It is emergency economic assistance. It is given to 
countries that are friendly to us, not that are neutral or neutral against 
us. We have a problem about development assistance elsewhere, 
something that goes under that label. 

In Latin America, as I am sure he is going to explain, they don’t 
expect to have development assistance grow. They hope no more 
emergencies will come up. But these two emergency situations, where 
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I think they have done a fine job, would give you an idea as to why 
it is hoped that development assistance perhaps even for those coun- 
tries is tapering off, as we all hope it will. 

Mr. Burueson. Then it means something different in Latin America 
than it does in other places? 

Mr. Vorys. I claim it does. 

Mr. Atwoop. It is a temporary emergency situation for which no 
other sources of funds are available. In other words, you have ex- 
hausted the possibility of Export-Import Bank loans. You have 
exhausted the possibilities of International Bank loans. You haye 
exhausted the possibilities. of surplus products, for instance. 

And then you have come to the place where there is a temporary 
emergency that must be handled by a grant, and that is what we are 
doing. That is the only grant assistance, development assistance 
that we are carrying on in Latin America. 

You are perfectly right, Mr. Congressman, they hope that these 
emergency programs will stop just as soon as possible. They are 
recognized as temporary emergency programs. 

Mr. Vorys. The stuff you furnish for the temporary emergency is 
also furnished in a form, it seems to me, in Bolivia and Guatemala, 
that brings them out of the temporary emergency in better shape 
than when they went in, and doesn’t just simply hold the finger in 
the dike. 

Mr. Arwoop. That is true. It is not just turning over that amount 
of money just like that. A large percentage of it is in the form of 
surplus food from this country which has been granted to that country. 
They, in turn, have been selling that food and turning the local cur- 
rency into a development program to try and get them out of the 
situation that caused it to begin with. 

Mr. Vorys. For instance, in Bolivia, as part of their development 
assistance, they are opening up a whole new area for domestic agri- 
cultural production that is. going to make them more self-supporting 
agriculturally. 

One reason that area is subject to being opened up is the completion 
of a road, most of which was done with Export-Import Bank loans; 
isn’t that right? 

Mr. Atwoop. Export-Import Bank, plus the country’s own con- 
tributions. No other funds. That, of course, is hitting at the major 
economic problem facing that country. In other words, that country, 
as you, I am sure, know, was dependent up to 80 percent or more 0D 
tin. The broad program is to diversify the economy. 

Bolivia has set up a program to diversify her economy. It involves 
trying to make about one-third of the economy mining, about one- 
third petroleum, and about one-third agriculture. They don’t spell 
it out in just those terms, but that is the general idea. The Bolivian 
Government is handling the petroleum thing entirely by themselves. 
The agricultural program, we are helping them in the development of 
the agricultural area that the Congressman mentioned. 

This highway was necessary to tie up that isolated area, which was 
excellent agricultural land, to tie up that isolated area with the popula- 
tion centers of Bolivia. 

With the completion of that road, the agricultural development now 
is going forward very, very rapidly. The food production is increasing. 

Mr. Jupp. Will the gentleman yield? 
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Mr. Vorys. Yes. I have taken too much time already. 

Mr. Jupp. Mr. Atwood, in your statement you say that the greater 
portion of the sum requested for development assistance in Bolivia is 
proposed to provide foodstuffs from our own surplus agricultural 
commodities. I suppose that means the development assistance is 
through the use of the counterpart funds received from their sale. 
You are using that pattern in Bolivia? 

Mr. Atwoop. Yes. 

Mr. Jupp. You sell the commodities for Bolivian currency to pay 
the people who build the roads, and so forth? 

Mr. Vorys. He didn’t tell the story in his statement. 

Mr. Jupp. That is the reason I am asking the question. I just 
read his statement offhand, and it seems to say that development 
assistance consists of surplus foodstuffs. There has to be more to it 
than that. 

Mr. Vorys. You will find it is entirely different from that. 

Mr. Atwoop. From the United States point of view, it is foodstuffs 
that we are granting to them, a large percent of the aid that we are 
giving Bolivia is in the form of foodstuffs. Those foodstuffs are 
turned into local currency which is used to carry forward their agri- 
cultural development program and the health program that goes 
with it. 

Mr. Jupp. You speak of “health development assistance.’ 


, 


Does 


the improvement of the health of a country by local currency come 
under development assistance? 

Mr. Arwoop. In this case, they are using the local currency which 
they are obtaining from this food to improve their health facilities; 


in fact, they are improving roads, they are improving schools, they 
are improving agriculture—agriculture is the main thing. 

Mr. Vorys. The importation of these foodstuffs cuts down their 
need for dollars or for hard currencies to import foodstuffs from other 
sources. 

Mr. Jupp. And it is foodstuffs we have already bought under our 
price-support programs, so we don’t have to spend money twice. 
First, we spend CCC funds to buy the commodities. They can charge 
the cost to foreign aid and then credit the amount thereof to the CCC. 

Mr. Arwoop. I think that is the way we do it. 

Mr. Jupp. We found last year that improvement of health and 

roads is certainly essential to the development of agricultural pro- 
duction. Where the Okinawan farmers were brought in, the first 
year was lost because of an epidemic disease which killed quite a 
handful of them, and forced the rest to move to other territory because 
of bad health conditions, lack of roads and bridges. 
_ Mr. Vorys. They don’t face the problem in Bolivia that we run 
into so often in an overcrowded country. They have the problem of 
rich resources, agricultural resources, and they develop the resources, 
and that attracts people. 

They have Okinawans there and the U. N. has the problem of 
attempting to get these Indians out of the high plateaus, where they 
live as they have lived for two or three thousand years, and of getting 
them down to where they will become agricultural workers and 
cultivators and improve themselves and improve their country. 

Mr. Jupp. It is more like the development of our own West, in 
contrast to development in India, and some other Asian countries, 
where as you say, it is a problem of finding places for them all to live. 
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Mr. Vorys. Santa Cruz reminds you of a western town because it 
is a sort of a boom town, after sleeping for three or four hundred 
years, as these agricultural lands develop as part of this program. 

Mr. Atwoop. The Okinawans are all right now. There hasn’t been 
any problem there. They have moved to another area. 

Of course, the important thing in that whole development of that 
jungle area is to provide opportunities for not only the Okinawans 
but for the others who are coming into that area. They are not just 
supplying them with food and something to eat and a house free. 

Mr. Jupp. Are you getting them back on the land? After they 
had this bad experience, many of them opened up dry-cleaning and 
other establishments in the little towns. They were working in 
retail stores, and so on, rather than in agriculture. Are they back 
on the land? 

Mr. Atwoop. That was a temporary thing. They are back on a 
new area, and it seems to be going forward all right. 

I wanted to stress the point that this money is not being used to give 
these people down there something to eat. It is being used to provide 
an opportunity for them to develop the agricultural resources of that 
isolated area. 

Mr. Jupp. Has any of the money that we authorized, or sort of 
underlined, that we would like to have you use to bring in Okinawans, 
has any of that been used for that purpose in this present fiscal year? 

Mr. Arwoop. I don’t think the present fiscal year. 

Mr. Jupp. There was $800,000 in the bill. 

Mr. Atrwoop. We were going to use some to bring some of the 
families over, but then they decided to pay that themselves. So, we 
haven’t used it. 

Mr. Jupp. Good. I got interested in this project first at the 
Okinawan end, because anything that would help them feel that the 
United States was interested in them would help quiet the increasing 
resentment against us, and their determination to go back to Japan, 
which isn’t a very good mood to have in our No. 1 base out there. 

Then I got interested in the Bolivian end of it, because, to have good 
Okinawan farmers was just as good for Bolivia, in a different sense, 
as it was for Okinawa. I hope you will push along on that project. 
That is the best way to develop Bolivia. Just as Germans and 
Bohemians came into Nebraska, and Scandinavians into Minnesota, 
and built up our agriculture, so some of these foreigners come to 
Bolivia and work harder than the local Indians, and sometimes 
stimulate them to move along a little more vigorously. 

Mr. Arwoop. The only thing that is holding it up is to be sure that 
the opportunity—that the Okinawan has a 50-50 chance of making 4 
living when he is taken there. 

Mr. Jupp. I wonder if you know about the situation as to titles to 
the land. They got a bad deal from some of their fellow Okinawans 
who had come on the previous boat, so to speak. Some of them took 
their compatriots to a cleaning when they came in later. 

Mr. Arwoop. That is right. That is being taken care of. | have 
talked with the Bolivian director of that program when we were 
down there the last time. He is moving and opening up the areas 
back a way from the road where the title can be made clear. 

Mr. Jupp. The Bolivian Government is playing ball on that, s° 
that families that come in and reclaim wasteland and settle on it wil 
get title to the land? 
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Mr. Arwoop. They are arranging it so they can get title. The 
firs, ones could not get a clear title. It is arranged now that they 
wil! get clear title. 

Vir. Burteson. Mr. Chairman, a general question. I think it 
relates to the past discussion. 

With the exception, Mr. Secretary, of Venezuela, can we take 
encouragement by reason of private investments generally in Latin 
America during the past several years? 

Mr. Hotuanp. Yes, we can. I believe this is true, that there is 
a greater confidence in the ability of private enterprise to build 
strong economies throughout Latin America than I have ever ob- 
served. 

When I say, ‘‘a confidence in private enterprise,” I mean primarily 
in their own people, a realization that the private businessman, 
whether he is a domestic citizen or a foreigner, reacts about the same 
way before a set of circumstances, that a situation that will encourage 
a citizen of a country will encourage a foreigner. 

I believe, I have observed—I believe that Rollin Atwood, who is 
here with me, will bear me out on this—that in the last few years the 
willingness of the governments to trust the future, the economic future 
of their countries to their own private businessmen is greater than I 
have observed in a long time, and justifies considerable confidence in 
the future, because I believe that we all share the feeling that private 
people, that the private businessmen and women of the hemisphere 
can do more to raise standards of living around this hemisphere than 
can all our governments put together. 

Mr. Burteson. In other words, it would amount to opportunity, 
plus stability, to equal activity in private development? 

Mr. HoLttanp. Congressman, I think you are right. 

[ would like to say a word, because I know it will interest you about 
the attitude that I see in the private businessmen of Latin America. 
I think this is an accurate reading of what I have seen: there is 
a feeling of adventure among them, a willingness to risk their capital 
and their energy in productive industries, rather than investing it in 
urban real estate and places where it has maximum security. 

_ You will find businessmen whose enthusiasm for an adventurous 
investment kindles enthusiasm in your mind as well. 

_ Mr. Burteson. Sometimes that might work to a little disadvantage 
in some respects. For instance, some of our large cotton producing 
people in this country go down to Mexico and operate large cotton 
farms with no acreage controls, or our own oil companies go down into 
Venezuela and produce oil without proration, it sets some disad- 
vantage for us in places, doesn’t it? 

_ Mr. Hottanp. The adventuresome spirit of the United States 
mvestor, is, I think, something that is familiar to all of us. The 
point that I was making with you, Congressman, is that the local 
businessman of the Latin American countries are demonstrating what, 
in my judgment, is an enthusiasm, a vigor, an imagination, a willing- 
hess to risk their capital, their time and energy, which is the best 
single guarantee of the future of the rest of this hemisphere. 

Chairman Ricnarps. You see a marked increase in that spirit? 

s “4 Hoxuanp. Yes, sir, I do. I think it is a wholesome develop- 
lent. 


75009—56———_21 





314 MUTUAL SECURITY ACT OF 1956 


I will say this, and then I will stop: This is the finest thing tha; 
is going on in the hemisphere: Where you have that attitude on the 
part of a citizenry, where you have that attitude on the part of the 
citizens of a Latin American country and on the part of the govern. 
ment, you have a desire to encourage that attitude and support that 
attitude, then you have as nearly as humans can guarantee it, the 
assurance of a stable economy and a progressive future for that 
country. 

Mr. Vorys. Now, let’s get to Guatemala. 

Mr. Bent ey. I have a couple of questions. 

Chairman Ricuarps. I was waiting for you gentlemen. Mr. Hays 
of Arkansas. 

Mr. Hays of Arkansas. Mr. Atwood, you are asking for $1,500,000 
for the OAS for their technical cooperation program. What is the 
total budget of the multilateral program of the OAS? 

Mr. Houianp. The total budget of the—— 

Mr. Hays of Arkansas. Our share is a million and a half. 

Mr. Houuanp. I have here their contribution. It is on the order 
of a half million. 

Mr. Hays of Arkansas. I am getting at the question of coordina- 
tion. To what extent are we getting better coordination in the 
South American and Central American efforts? 

Mr. Hotuanp. You mean, in the Organization of American States? 

Mr. Hays of Arkansas. No, I mean the whole picture with the 
U. N. expanded program. You don’t have the figure that I have 
asked for. You can supply it later, if you want to. 

Mr. Houianp. While the figure is being prepared —— 

Mr. Hays of Arkansas. I do want that figure, if you will get it for 
me, please. 

I would like to know how the work at Turrialba in Costa Rica is 
financed. Is it through the OAS or through even a separate agency? 

Mr. Houuanp. That is one of the seven OAS projects. 

Mr. Hays of Arkansas. Is our share in Turrialba coming out of the 
million and a half? 

Mr. Houuanp. Yes, sir. 

Mr. Hays of Arkansas. Are you able to tell me, or would you be 
able to give me the percentage, roughly, of the U. N. technical- 
assistance programs devoted to the Western Hemisphere? That can 
be supplied later. 

Mr. Houuanp. I will have to. 

(The Department of State later furnished the following information 
on the amount of technical assistance provided by the U. N. expanded 
program in Latin America:) 

1955: $5,842,384 or 25.8 percent of total U. N. technical assistance program. 

1956: $6,437,919 (estimated), or 24.8 percent. 

Mr. Hays of Arkansas. In your planning, do you take into ac- 
count—what administrative device do you use to be sure that as you 
plan the bilateral program you are taking into account the effort 12 
OAS and in the U. N.? 

Mr. Atwoop. In our programing here, we do have the U. N. tech- 
nical assistance program. We have three projects. We have the 
OAS program in front of us at the time we are working on our pro- 
gram, and that is also available in the field. 





MUTUAL SECURITY ACT OF 1956 315 


The directors in each country, the director of the ICA program in 
each country, work with the U. N. and any OAS people who are 
there—they are not in all the countries—in working out our program. 
There is very close coordination on it. 

Mr. Hays of Arkansas. You have three, at least, and maybe more, 
administrative entities in the picture. Don’t you think it is too 
many? 

Mr. Arwoop. It is hard, perhaps, to coordinate them perfectly, 
but the coordination in the field between the OAS and the various 
parts of the U. N. program has been, I would say, very successful. 

Mr. Hays of Arkansas. At one stage, it was not, Mr. Atwood. I 
found in Costa Rica, for example, complaints by editors. It had even 
gotten into the publications, people who were entirely friendly to our 
country and to technical assistance were saying that the agencies 
were sending in people so that there were overlapping investigations. 

It seems to me, if you could meet that—they even used the expres- 
sion “international vagabonds” coming in. I am not against the 
multilateral program. I have said a good deal to this committee in 
our U. N. report about its value, but I don’t like to see them multiply. 

You also have the Institute of Inter-American Affairs. Do you 
still use that terminology? 

Mr. Atwoop. We still use it. It is the same thing as the Latin 
American Operations Branch of the ICA. 

Mr. Hays of Arkansas. Again, you see how easy it is for us to get 
confused. What do you mean when you say the “Institute of Inter- 
American Affairs’’? 

Mr. Atwoop. It is the Government corporation which is actually 
carrying out the Latin American technical cooperation program. 

Mr. Hays of Arkansas. It is completely controlled by our Govern- 
ment? 

Mr. Atwoop. That is right. 

Mr. Hays of Arkansas. We call it Inter-American Affairs simply to 
identify it as regional? 

Talking about the Turrialba project, for example, you say that is one 
of the things that the OAS has, one of their seven agencies? 

Mr. Hotuanp. No, one of the seven projects, training projects or 
programs comprising the multilateral technical aid program conducted 
by the Organization of American States. 

Mr. Hays of Arkansas. How many of the American Republics 
participate in the OAS technical assistance activities; how many of 
the 21 Republics contribute to the OAS budget? 

Mr. Hottanp. They all contribute to the OAS budget, and in the 
multilateral programs—I am going to make the statement, and if I 
find it is incorrect, I will correct the record—they all contribute to the 
multilateral technical assistance program conducted by the Organiza- 
tion of American States in 1955. All pledges for 1956 have not -yet 
been received; 1 or 2 have not yet done so; we anticipate they will. 
The pledges contemplated for 1957 aggregate the figure you asked me 
awhile ago, $643,000. 

Mr. Hays of Arkansas. That is the contribution, in addition to our 
million and a half? 

Mr. Hottanp. That is correct. 

Mr. Hays of Arkansas. So, your total budget is about 

Mr. Hottanp. Two million one hundred and forty-three thousand. 
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Mr. Hays of Arkansas. Ours will run about 70 percent? 

Mr. Houuanp. Correct. 

Mr. Hays of Arkansas. Do you know whether efforts are being 
made to bring all these other countries into it in a more substantial 
way? If you agree with me, and I believe you and Mr. Atwood have 
both agreed that the multilateral approach has value and you want 
to stay with it, are you pressing hard enough to get these other 
countries in in Turrialba? I found that only 14 other countries 
contribute to that budget, and yet here is an extremely important 
agricultural project which has benefit for all 21, and yet only 14 are 
contributing. What is being done to meet that? 

Mr. Houuanp. We do earnestly hope that all of the other countries 
will participate more strongly in the multilateral program, because we 
think that, as you have indicated, is one of the finest ways we can 
attack this. 

They are increasing their pledges. 

Mr. Hays of Arkansas. How can we have a situation in which 
only 14 participate in one project, like Turrialba, and yet you say 
that all 21 participate? How can they participate in just one project 
and not participate in all ? 

That indicates it is very loosely hung together, if they don’t derive 
from the OAS budget some funds for one of the major functions. 

Mr. Arwoop. There is a definite program to increase the number 
of countries who are taking an active part in Turrialba, and that 
is succeeding. There are 2 or 3 more coming in. 

Mr. Hays of Arkansas. Still, there is a gap in our structure, it seems 
to me, if you could have a budget which is broken down in a way, if 
you have seven of them, and here is one, that seems to have an inde- 
pendent budget——— 

Mr. Hotuanp. Let me straighten you out. There are two Turrialba 
projects. One is project No. 39, conducted by the Organization of 
American States through Turrialba and in which all countries 
participate. 

Independently of that there is an institute at Turrialba, an agricul- 
tural institute, which may be—which obviously is what you are 
talking about, and which is independent of the multilateral technical 
assistance program of the OAS. It is a specialized organization— 
an institute that exists within the Organization of American States— 
that is conducted by its members and has only 14 members, as you 
have indicated. 

So, you have the two projects. Both happen to be physically in 
the same place, a town called Turrialba. 

Mr. Hays of Arkansas. Then the OAS isn’t the only international 
Western Hemisphere technical assistance program we have, if you 
say we have two in Turrialba. What is this institute called? Is it 
independent of the OAS, this 14-nation venture I am talking about? 

Mr. Hottanp. Why don’t, instead of my being wired for sound 
here and not always reproducing the technical facts as accurately as 
possible, I ask one of our advisers to give you a precise statement of 
the situation there in Turrialba. 

Mr. Hays of Arkansas. The relevancy of what I am getting at }s 
that we want better coordination, and I don’t think we are getting !t. 

Mr. Houuanp. I see precisely what you are getting at. Let me 
ask Mr. Williams to give you that information. 
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STATEMENT OF PHILIP P. WILLIAMS, TECHNICAL COOPERATION 
OFFICER, BUREAU OF INTER-AMERICAN AFFAIRS, DEPART- 
MENT OF STATE 


Mr. Wirturams. Mr. Congressman, I think that perhaps what is 
causing this confusion is that there is the Inter-American Institute 
of Agricultural Sciences located at Turrialba, which is an agricultural 
school, a specialized organization of the OAS and located at this 
same ee is the center of project 39 of the technical cooperation 
program of the Organization of American States, which is a project 
in giving training in agriculture to all of the member states. Project 
39 maintains 3 subcenters, 1 in Cuba, 1 in Uruguay, and 1 in Peru, 
regional centers. At Turrialba, it is only the head office which gives 
the direction to project 39. 

Mr. Hays of Arkansas. That does straighten me out on that. I 
want an answer to this other question. I assume that the 3-point 
project, that project 39 is a part of the two million one OAS technical 
assistance budget, comes out of that? 

Mr. Witutams. Yes. 

Mr. Hays of Arkansas. Personally, I think it is a good thing. I 
saw some of their work there in rubber. It is a good one for us, 
particularly. It would be in the case of a war. Defensewise, it 
does have a significance, of course. 

Now then, about the 14-nation institute that is there—How is its 
budget set up? 

Mr. WiiuraMs. It is a separate budget, sir. 

Mr. Hays of Arkansas. So, it isn’t covered in these figures at all? 

Mr. WitutaMs. No, sir; it is not. 

Sg: Hays of Arkansas. Where else will we find situations like 
that—— 

Mr. Jupp. Before you go on to the next one, Mr. Hays, may I ask, 
Do we have any money in this Pan American setup? Do we give 
any money to the institute? 

Mr. Wiuurams. At Turrialba? 

Mr. Jupp. Yes. 

Mr. WiuuraMs. Yes. 

Mr. Jupp. We give just as 1 of the 14 nations? We are not under- 
writing it on a half-and-half basis, as we are in so many places? 

Mr. WitutaMs. I don’t believe so, sir. I am not too familiar with 
the details of that budget. 

_Mr. LeCompte. Will you yield tome? Do wehavea Pan American 
Union, the OAS, the Institute for Inter-American Affairs, and 1 or 2 
other setups, and certainly with overlapping activities? 

_Mr. Wittrams. There are no overlapping activities that I know of, 
sir. 

Mr. Arwoop. The Pan American Union is the secretariat of the 
Organization of American States. 

Mr. LeComprr. We have had that many years before there was 
technical assistance, point 4, or anything of the kind. 

Mr. Jupp. That just leaves the confusion that Mr. Hays is talking 
about. You tell us the Institute is under the Pan American organi- 
zation and that the other program is under the Organization of Pan 
American States; and it turns out that the former is the organization 
that manages the latter. 
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Mr. Hays of Arkansas. I think we ought to have a little statement 
on this. I don’t want to press that. We are going to have to be 
prepared to answer these questions. 

Chairman Ricwarps. Can you look into that and give us a state. 
ment that can be inserted at this point? 

Mr. Houuanp. I would be happy to. I think it can be made brief 
and clear so that it will be useful to the committee. 

(The material referred to is as follows:) 


The technical cooperation program of the Organization of American States {s 
supported by all the American Republics. It includes among its 7 active projects | 
entitled ‘Technical Education for the Improvement of Agriculture and Rural 
Life” (project No. 39), which began operation in 1952. This project is operated 
by, and under the direction of, the Inter-American Institute of Agricultural 
Sciences, a specialized organization of the Organization of American States, located 
at Turrialba, Costa Rica. The project consists of three regional subcenters: the 
northern zone, with headquarters in Habana, Cuba; the Andean zone, with head- 
quarters in Lima, Peru; and the southern zone, with headquarters in Montevideo, 
Uruguay. Each of these subcenters works in cooperation with local educational 
and other national institutions and maintains close cooperative relations with 
educational and agricultural institutions in its region. 

This project trains agricultural specialists and supervisors in improved agricvl- 
tural techniques and extension work. Fach subcenter offers training to nationals 
of its region, with emphasis on problems common to the countries of the region. 
The courses, usually of no more than 1 to 3 months in duration, are given at the 
subcenter headquarters and in other localities within the region, depending on the 
a available. It is expected that about 300 persons will be trained during 

956. 

The various projects of the technical cooperation program of the Organization 
of American States are directed by the appropriate Inter-American Specialized 
Organizations. The Inter-American Institute of Agricultural Sciences at Tur- 
rialba, Costa Rica, was named the operating agency for project 39. The Institute 
was organized on June 18, 1942. It is supported by 14 American Republics (all 
except Argentina, Bolivia, Brazil, Chile, Peru, Paraguay, and Uruguay). The 
activities carried on by the Institute at Turrialba consist in giving graduate 
training in agriculture and engaging in agricultural research. There is no duplica- 
tion in the activities carried on by the Institute in Turrialba and those carried on 
by the regional subcenters of project 39—rather they complement each other. 
There is also no duplication with any United Nations or United States bilateral 
technical cooperation projects. 

The cost of project 39 of the technical cooperation program of the Organization 
of American States is met out of the total contributions made by the American 
Republics to the technical cooperation program whereas the Inter-American 
Institute of Agricultural Sciences receives the funds needed for carrying out its 
activities from annual assessments against the 14 member states. United States 
statutory authority for participation in the Institute is covered by a convention 
ratified June 29, 1944 (58 Stat. 1169). 


Mr. Vorys. Will the gentleman yield? You say we are going to 
have to be prepared to answer this question, this question of over- 
lapping. We have had previous sessions where similar questions 
have come up. This is Latin American day on this bill, but we 
haven’t anybody in the room who knows for sure what the U. N., 
the OAS, and so forth, are doing. They say we don’t know of any 
overlapping, but we want to be assured that there is no overlapping. 
If they don’t know, they had better find out. 

Mr. LeCompre. Will you yield to me? Mr. Williams said there 
is no overlapping. 

Mr. Vorys. He said, “None that I know of.” 

Mr. WiutaMs. Perhaps this would explain it, sir. The Institute 
at Turrialba acts as what they call the sponsoring agency for project 39, 
in other words, it is the center and it is where the direction of project 39 
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is located, where they make their plans for holding the courses of 
training in the regional centers. 

Mr. LeCompte. You realize I wasn’t disputing you. I was just 
trying to get information. 

“Mr. Jupp. Then what you said at the end only increases the con- 
fusion. Perhaps we should not call it “overlapping.’’ Perhaps 
“interlocking” is a better word. If the institute which a little while 
ago was separate is now the agency which carries on the administration 
and directs the program of project 39, then I certainly am not clarified. 

It is this kind of thing that needs to be straightened out. In 
almost every country you run across something like it, if you talk 
to our American businessmen. Sometimes they are kind of sour 
because of the failure to have sharp lines of demarcation and clear 
responsibilities so that a wayfaring man can see what America is 
doing, where she is putting in her resources, where she is helping. 
Those situations lead to criticism. We ought to make special efforts 
to clear them up. It is the same in pretty nearly every country. 

Mr. Hays of Arkansas. I would like to talk about the personnel 
aspects of it a little. Mr. Chairman, if we will have an opportunity 
for that in executive session, maybe I should reserve those questions. 

Chairman Ricnarps. Mr. Bentley wanted to ask a question before 
we go into executive session. 

Mr. Bentiey. I have two questions. Mr. Atwood, could you look 
at page 23 of the Government Operations Committee report a moment, 
please? 

You will see that the Government Operations Committee report 
said that the way the ICA was reporting host country contributions 
to the Congress was misleading in three respects. The first respect 
was in connection with the agency’s policy to compute host-country 
contributions at the International Monetary Fund’s par value. And 
at the top of page 24 they state that all future presentations to the 
Congress should be based upon conversion rates which are related to 
the real value of the currency. 

May I inquire if that recommendation has been adopted or is it 
about to be adopted? 

Mr. Atwoop. I would like to say that we would like very much to 
present it with realistic exchange rates, but I want to hasten to add 
that it is practically impossible to do that. When you have so many 
countries with the multiple exchange rates all for different uses, and 
you have a variation from, for instance, in Bolivia, from 190 to 1, the 
official rate, and the free rate being up around 6,000, it is very difficult 
te determine what a realistic exchange rate is. 

This is a matter that has been under study by various agencies of 
the Government and in the National Advisory Council. 

We have had to use one exchange rate, and we have used the ex- 
change rate that is used by the International Monetary Fund in re- 
porting these contributions. We have tried to make it perfectly plain 
in the statements that these do exaggerate in certain cases, and in the 
presentation last year we made a statement to that effect. 

You realize that the contribution that the other country makes is a 
contribution in local currency which will be used in that country, and 
you cannot say that it is realistic to use the free rate for dollars in 
determining what that local currency is worth. In other words, if 
you are going to use a local currency to buy dollars in Bolivia, it will 
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cost you 6,000. If you are using local currency to hire workmen to 
work on a road or to open up land, it will be something else entirely 
We don’t know just what it will be. It is a very difficult thing jo 
determine what a realistic exchange rate is in terms of what that loca] 
currency will produce. 

So, the other country gives us so much local currency as their con. 
tribution to our program. We can measure it perhaps in terms of 
the amount of work that it will accomplish in that country. But, as fay 
as picking an exchange rate, for instance, in Bolivia, if the official rate 
is 190, it might be more realistic to say that a Boliviano was worth 
around 500 or 600 to 1 in terms of what it will produce in the program 
for which it is being used. But it is extremely difficult to do that. 

There are 3 or 4 countries where it is extremely and almost impossi- 
ble to get a realistic exchange rate. Therefore, we have had to deter- 
mine to use one rate for reporting from all of the various programs that 
report. 

(For additional information on the above subject, see p. 329.) 

Mr. Bentiey. Thank you. I wanted to get your explanation on 
the record. One more question. Would you turn to page 103 in this 

ray book, showing the types of assistance that are going to the various 
atin American countries under the fiscal 1957 program. 

The chart at the left there, which specifies the types of assistance 
going to these various countries, there is nothing included for Argen- 
tina; is that right? 

Mr. Arwoop. That is right. 

Mr. Bentiey. No technical cooperation going to Argentina? 

Mr. Atwoop. No, sir. 

Mr. Brent ey. I have to point out on page 110 you have an amount 
of $50,000 listed for Argentina. 

Mr. Arwoop. That is the atomic energy program, atoms for peace 
program. 

Mr. Brentiey. I assumed that. I wonder if you could take a minute 
or two and tell us about the atomic program. 

Chairman Ricuarps. We will go into that in executive session. 

Mr. Brent ey. Is that a classified subject? 

Chairman Ricuarps. I thought we ought to go into detail about 
the country program. 

Mr. Arwoop. They are planning on special witnesses for that whole 
program. I think it would be better to defer that. 

Chairman Ricwarps. If you will defer that a bit. 

Mr. Jupp. It is not under ICA? 

Mr. Arwoop. No. There is a part under us, but the whole program 
is not. 

Chairman Ricwarps. Mr. Jarman. 

Mr. JARMAN. One brief question, and it will probably be to Mr. 
Atwood. How much use are American private investors making of 
our investment-guaranty program on their investments in the Latin 
countries? 

Mr. Arwoop. As of the present, there are two which have not 
actually been signed up yet, but there are 2 guaranty programs which 
ve go into effect very soon, 2 companies that are going to make use 
of it. 

Mr. JARMAN. Do we have agreements with most of the countries 
in Latin America for the operation of that program? 
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Mr. Arwoop. There has been an increase in the number. There 
are nine of them now. I think there have been six additional ones 
this year. 

Mr. JARMAN. Is Mexico included? 

Mr. Arwoop. Mexico is not included. 

Mr. JARMAN. I have one friend in my district who has found a lot 
of paving work in Mexico City and has done a lot of it, but he has 
had a great deal of difficulty in getting paid for the work he has done. 
That would not come within the scope of that insurance program. 
But it is the kind of thing that keeps capital from going into some 
areas. 

Mr. Atwoop. Of course, the guaranty program would not do any- 
thing to assure that he would get paid. 

Mr. JarMAN. That is right. But Mexico is not included in that? 

Mr. Arwoop. No. 

Chairman Ricuarps. The committee will go into executive session. 

(Whereupon, at 12:35 p. m., the committee went into executive 
session. ) 

EXECUTIVE SESSION 


Chairman Ricwarps. Gentlemen, we are in executive session. 
Mr. Holland has an engagement. He has one of the Ministers here 
from South America and he is supposed to meet with him at 1 o’clock. 

There may be some questions that you want to ask him about 
those particular countries before he goes. I believe you are interested 
in Guatemala, Mr. Vorys. 

Mr. Vorys. I wouldn’t want to detain Mr. Hoiland. 

Chairman Ricwarps. We could get him back up here sometime, 
but I was hoping maybe we could finish today. 

Mr. Vorys. 1 wanted Mr. Atwood to give a brief description of 
what they did on this development proposition. 

Chairman Ricuagps. Mr. Holland, will you go ahead with the 
political situation. 

(Discussion off the record.) 

Mr. Bentiey. I don’t want to go out of line, Mr. Chairman, but 
as long as we are starting questioning, I would like to have some 
general remarks from Mr. McGuire as to why this military program is 
four times as large for the coming year as it was for 1956. 

Mr. McGurrg. I think the answer to your question is that the 
program is based primarily on the maintenance of the forces we have 
down there and spare parts. There is nothing in it that is elaborate. 
I don’t know whether it would be the proper thing to say, I think it is, 
possibly the program last year was a little on the austere side. 

Mr. Bentiey. I have volume IV. It is a secret book. Will you 
look over on page 12? 

(Discussion off the record.) 

Mr. McGuire. I would like to have Colonel Critz answer that 
specifically, since he was in on the program presentation last year. 

can give you the broad aspects of your question, and turn it over to 
Colonel Critz, if that would be agreeable. 

Last year we didn’t ask for this money on the area basis, and the 
request broadly fell into the categories of United States commitments 
and the maintenance of existing forces and the fixed charges of the 
administration cost. 
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After the money was appropriated, the other areas, like Europe and 
the Far East, which were—let’s say had higher priority and were 
more serious and immediate areas, had something to do witb the fing] 
amount that they finalized for those areas. 

I am speaking somewhat in retrospect. I was not there. That is 
why I would like to have Colonel Critz speak to that. 


STATEMENT OF COL. H. H. CRITZ, OFFICE OF PROGRAMING AND 
CONTROL, OFFICE OF ASSISTANT SECRETARY FOR INTER. 
NATIONAL SECURITY AFFAIRS, DEPARTMENT OF DEFENSE 


Colonel Critz. Just to follow up on that generally, sir, with the 
reduced appropriations which we had available last year, and with 
the higher priority requirements we had in the Far East, Middle East 
and Europe, we used the greatest portion of the appropriations for 
those areas which, of course, we consider nearer to the actual threat 
that exists. 

The program this year is designed to fill in certain gaps that have 
existed in Latin America for some time. 

If you will note on page 13, which is just below the amount that 
you were looking at, you will notice that the army is a small part of 
the total 35, which we are requesting, and the largest part is navy and 
air force, navy being the largest. 

In that, we are providing, for example, submarines for Brazil. We 
are rehabilitating certain destroyers and destroyer escorts for other 
countries to try to improve the naval capabilities of some of those 
countries. Also, we are trying to convert over in the air force side 
from the old propeller-driven type of aircraft, which we have provided, 
to in the future giving them some jet capability. 

We have provided in past programs some training jets, and we are 
following up on that to some extent this year. 

If you would break it down, it is really putting in there a capability 
which has been needed for some time but we have not been able to 
provide. 

Mr. Bentiey. In respect to what the colonel just said, Mr. 
McGuire, the last paragraph of your statement, made in open com- 
mittee session, where you say the program provides for spare parts 
and maintenance and a small amount of training, you are completely 
omitting any reference to jets or submarines or anything else; aren’t 
you? That is new stuff that is going in there. 

Mr. McGutre. Yes, you would be right in that respect, sir. 

Mr. Bent ey. I just wondered if that statement isn’t somewhat 
misleading. It gives me the impression that you are asking four 
times as much money for spare parts, maintenance, and training. 

Mr. McGurre. It wasn’t meant to do that. 

Mr. Bentiey. Would you agree with that conclusion? 

(Discussion off the record.) 

Mr. Bentey. If we get a question as to why you have to spend 
four times as much money on spare parts and maintenance on the 
basis of your remarks here, I just wondered how it could be justified 
without making the statement. You say spare parts and mainte- 
nance, and you say four times as much money. It just doesn’t add up. 

Mr. McGutre. I think you are correct, sir. 

Mr. Vorys. Would the gentleman yield? 
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(Discussion off the record.) , 

Colonel Crirz. If I may add one further statement regarding your 
question, Mr. Bentley, about the increase in aid: If you would go 
back beyond last year, you would find that our average of yearly 
appropriations for Latin America was slightly in excess of 30. 

Mr. Bentiey. Thank you. I just raised the point, though, that 
this statement made in open session, Mr. Chairman, I think is a little 
hard to justify. I raised the question as to whether it wouldn’t be 
possible without specifying the country to which this is going to say 
something to the effect that there is new hardware going in there, so 
that we can explain a 400-percent increase. 

Mr. McGuire. Would you like me to amplify on that and have 
that put in the record? 

Mr. Bentuey. I personally would welcome it. I don’t know how 
the committee feels. 

Mr. McGurire. I would rather not do it by countries. J thank you 
for bringing that point to my attention, and I will do that. 

(The following material was subsequently supplied by Mr. 
McGuire:) 

My prepared statement read: “It represents the minimum amount necessary 
to provide spare parts and maintenance for equipment furnished under earlier 
military assistance programs and to provide a small amount of training.” Per- 
haps it would have been better if the statement had read: “‘The requested pro- 
gram will not provide equipment for any new units. It is essentially a main- 
tenance program which, in addition to attrition equipment and spare parts, also 
provides a small amount of training.” Our fiscal year 1957 request for Latin 
America does, in fact, include a certain amount of new equipment, such as trucks, 
jeeps, small arms, and provides for the rehabilitation of vessels previously fur- 
nished as well as two submarines for Brazil authorized by Public Law 484. How- 
ever, most of these items are in the program to replace similar items furnished by 
prior year programs that have been worn out. It might be pointed out that the 
small size of last year’s program was, in itself, a contributing factor toward the 
inclusion of many of these items in our present request. 

Prior to fiscal year 1956, military assistance programs, averaging $33 million 
annually, were based on actual military requirements by geographical areas. In 
fiscal year 1956 funds for military assistance were not requested on an area basis, 
but were considered on the basis of moneys required to meet United States 
commitments made to foreign countries and the minimum funds necessary to 
keep existing MDAP supported forces in operation. Due to the necessity of 
meeting high priority requirements in other areas only $8.7 million of the funds 
appropriated could be allocated for military assistance to the 12 Latin American 
countries receiving grant aid. This year the program is again based on require- 
ments and consequently more closely parallels the amount spent for military 
grant aid in Latin America prior to fiscal year 1956. 


Mr. Hays of Arkansas (presiding). Dr. Judd. 

Mr. Jupp. I want to ask Mr. Atwood some more about the bringing 
over of Okinawan farmers. How much of the $800,000 that was semi- 
earmarked for that has been made available, if any? I looked through 
the Bolivia material and I can’t find anything on it at all. I don’t 
want it to get lost. I know the Department wasn’t in favor of it in 
the first place. I rode herd on it then. I can continue to ride herd 
on it for the next 5 years, if necessary. 

Mr. Arwoop. We haven’t lost sight of the Okinawans, I can assure 
you of that. 

Mr. Jupp. I couldn’t find one sentence on it. I am trying now to 
supplement what wasn’t said here. 

Mr. Arwoop. As you know, the 1955 appropriation was $800,000. 
There has been no appropriation since then. 
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Mr. Jupp.” That is fiscal year 1955. 

Mr. Atwoop. In 1955, $180,000 of the $800,000 authority was used 
for the purchase of agricultural, health, and community equipment 
for these Okinawans. 

In 1956, it was tentatively planned to use additional funds for moy- 
ing 125 more Okinawans into Bolivia. Those were the dependents of 
the 80 single people that went in there first. Some of these dependents 
turned out to be adults. However, the 125, for the most part, were 
women and children. When the errangements were made, the Oki- 
nawan government provided the funds for the shipment of these 
people. None of the $625,000 remaining has been used in fiscal 1956. 

It is not at this time considered desirable to move additional 
Okinawans into the colony until such time as the present colony has 
gotten better established and absorbed these families and gotten 
settled. That means $625,000 is still available, when the situation 
warrants bringing in more or increasing the aid to them. 

Mr. Jupp. If it is available, that is all right. The program was 
carefully worked out. It was estimated by our own people in both 
countries that something like 400 farmers a year was a reasonable 
number that could be handled, both financially and from the stand- 
point of their proper absorption. 

Even though that is a token program from the standpoint of 
Okinawan overpopulation, it has the greatest psychological value there. 
I want to express the hope, if I may, the insistence, that attention and 
emphasis be given to it. That is all I have to say now. 

Mr. Atwoop. You might be pleased to know that they are clearing 
up the land. They have cleared up 200 hectares recently and put 
their houses on it. There are good crops ready for harvest on limited 
land, and they are not experiencing any difficulty now in connection 
with health. It apparently is going forward pretty well. 

Mr. Jupp. I have no further questions. 

Mr. Hays of Arkansas. Right along that line, did the suggestion— 
I think it was advanced by CARE or Mr. French, maybe of CARE— 
did that receive any attention in the Department? How far was that 
advanced? ‘The idea is, in general, of taking the refugees that needed 
homes, the countries that needed people to develop homes, the United 
States with surplus foods that needed an outlet, to take the three and 
put them together, similar to the Okinawa-Bolivia project, and do it 
on a little more substantial basis. 

Dr. French talked to me about it rather casually at one time when 
it was in the formative stage. I wondered if anything ever came of it. 
Do you know if that idea was entertained? It was based on that idea 
that you have surplus people, surplus land, surplus food, and they are 
all located in different parts of the world, if it met with a hospitable 
attitude in the host country. 

Walter, you see what French was getting at? It really is the 
Okinawa-Bolivia thing expanded, with the addition of the food supply 
by us and certain phases of it. 


Mr. Arwoop. Mr. Chairman, frankly, I don’t know how far that 
program has gone. I don’t think it has been worked into this Bolivia- 
Okinawa program. 

Mr. Hays of Arkansas. If you find anything on that, if it landed on 
somebody’s desk and is receiving any kind of exploratory attention, 
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I would be glad to have it. It touches this thing that Dr. Judd was 
talking about. 

(Discussion off the record.) 

Mr. Vorys. Tell us in general what you are doing there. 

Mr. Atwoop. On the Roosevelt Hospital, our last 500,000 has gone 
into it. It will be completed in 1957. They have shifted the use of 
certain buildings which may make it more possible to use it. As you 
know, the Commies were using it for an entirely different purpose, and 
Castillo Armas, I think, is right in saying he has to show that his Gov- 
ernment can use it for the benefit of the people and not for some other 
purpose. They will be able to do that, I think. As it stands now, it 
will be in operation in 1957. 

Some of it, of course, is already being used, the maternity ward and 
some of the nursing schools are already being used. 

Outside of the Roosevelt Hospital, the program we had worked out 
in connection with this emergency economic aid to Guatemala is pri- 
marily in the field of roads and in that rural settlement on the west 
coast, again a case where the Communists had taken over the land 
and promised a great many things to the people and fallen down com- 
pletely on the program. 

So, the Guatemalan Government feels it has to carry out a land 
resettlement program there that really makes sense. We have been 
working with them on it. It is one of our major aspects of the 
program. TJ think it is going forward very well. 

Mr. Vorys. Part of that, again, is to pull them out of being a 
one-product country? 

Mr. Atwoop. That is right. Coffee supplies up to about three- 
fourths of their income. The west slope of Guatemala, although 
quite different from that jungle area of Bolivia that you saw, is 
somewhat along the same line. It is an area where diversified agri- 
culture can help to balance the economy of Guatemala. 

It involves both highway work and the settlement work. In this 
case, it is going to be a little bit more under government supervision, 
because the Commies had taken over this land and started it. In 
Bolivia, the government is providing the opportunity, but the private 
person is actually developing the land and clearing it. 

In this program in Guatemala, the government is taking a more 
direct role in actually clearing the land and building the houses and 
getting the people in there. The program, however, is going to go 
forward and will be a case where the people will be on their own, will 
own their own land, will have title to it, will be producing their crops 
and selling them in accordance with the usual private enterprise 
system. It won’t be a government-operated unit in the future. 

As I say, the Atlantic Highway, the Pacific Highway and the rural 
settlement I just mentioned are the major aspects. We do have 
some additional help in housing. It is self-help housing, where we 
are having people show them how to make building blocks out of 
local materials, and extending longer term credits, or facilitating the 
Guatemalan Government to extend longer term credit. 

_ There is some that will go in schools. Of course, some is going 
into agricultural equipment. The major portion of the program is 
the highway and this rural settlement. As you know, the road part 


of it is backed up by $18.2 million, I think, from the International 
ank. That will, of course, go into 1958. 
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Mr. Vorys. Here, again, the surplus agricultural commodities are 
not anything like Bolivia? 

Mr. Atwoop. Not as large. 

Mr. Vorys. What you are doing, in a way, is generating counter- 
part, isn’t it? Lifting a lot of their hard currency obligations off their 
neck, and that gives them—lI forget what they call their money—— 

Mr. Atwoop. Quetzales. 

Mr. Vorys. To use on working people on the roads and going 
ahead with this agricultural development. 

Mr. Arwoop. Of the $15 million that is in the 1956 program for 
this emergency economic assistance, almost 5 of it is being given in 
the form of food, which is generating the local currency, and the local 
currency is being used to hire other workmen on the roads, 

The other 10 million is going in there and had to go in there in a 
hurry in the form of dollars. The dollar and the quetzal are on a par, 
So there is no problem there on the exchange as to the availability. 
That is being used, and has been tied up in contracts where the inter- 
national bank money end the Guatemalan money is put into that con- 
tract. Those will, as I say, extend on into 1958. 

Mr. Vorys. Wasn’t part of their trouble that the Commies when 
they left took the treasury with them? 

Mr. Arwoop. They not only took the treasury with them but they 
left them with a lot of debts. 

Guatemala had always been, until the Commies got hold of it, a 
solid firm economy with light foreign debt, if any. They, of course, 
are very anxious, and this Government is especially anxious to get 
back on that footing. I think they can. 

(Discussion off the record.) 

Mr. Atwoop. At the same time he is one of the men most anxious 
to get away from this emergency aid if he can. 

Mr. Vorys. Thank you very much. I just wanted to get brought 
up to date and have my brethren brought up to date on this little 
experiment in helping those who help themselves to throw out 
Commies. 

Mr. Arwoop. This is to do what you said earlier. This is to allow 
the Guatemalan Government to show that it can do in its own way, 
under the free way of life, a better job than the Commies tried to do 
under the other way of life. There is no question about that. That 
is a major part of it. 

Mr. Hays of Arkansas. Mr. Jarman. 

Mr. JARMAN. No questions. 

(Discussion off the record.) 

Mr. Hays of Arkansas. The next scheduled meeting is 10:30 
Tuesday, is that correct? 

Dr. Butuock. Yes, sir. 

Mr. Vorys. Mr. Chairman, would it be possible to have Admiral 
Radford tee off in open session so that at least we could get his state- 
ment along the line that Mr. Richards mentioned? 

Mr. McGutrz. I think it is obvious that he should. 

Mr. Hays of Arkansas. Off the record. 

(Discussion off the record.) 

Mr. Hays of Arkansas. The committee stands adjourned. 

(Whereupon, at 1:20 p. m., the hearing adjourned.) 
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(The following information has been supplied for the record by the 
International Cooperation Administration in response to a request by 
Mr. Bentley. See also p. 180.) 


At the hearings before the Committee on Foreign Affairs on Wednesday» 
March 28, 1956, Congressman Bentley made certain inquiries of Mr. Hollister 
relative to aid-receiving countries which are unattractive to private investors. 
In reply to Congressman Bentley’s inquiries, there has been prepared within this 
agency the enclosed memorandum. 

It has been represented to me by those who prepared the memorandum that 
there are intangible factors which bear upon the problem, including the following: 

(1) Unstable political structure——Few private investors will risk their 
capital if they lack confidence in the stability of the government. 

(2) Unsound economic conditions.—There is a general reluctance on the 
part of private investors to engage in business in a country whose laws and 
general business climate do not give him a reasonable assurance of protection 
of his investment and permission to make a reasonable profit. 

(3) Countries with poor economies.—The country without abundant natural 
resources usually fails to attract much private capital. 

(4) Other deterrents —In many areas investors are discouraged by such 
threats as Communist subversion and extreme nationalism. Many countries 
are desirous of learning and badly need the technical skills which accompany 
private foreign investment. However, they are reluctant to welcome such 
investment because they associate it with foreign political domination. 

In some situations it is reported that it is difficult to conclude agreements 
which encourage foreign private investment, for example, FCN Treaties, 
investment guaranty agreements, and double taxation treaties. 

The enclosed memorandum indicates, country by country, legal and adminis- 
trative limitations imposed by aid-receiving countries which act as deterrents to 
private investment. 

If you desire further details, we shall try to supply them. 

Cuarues T. Lioyp 
(For R. Ammi Cutter, Consultant). 


LEGAL AND ADMINISTRATIVE LIMITATIONS IMPOSED BY AID-RECEIVING COUNTRIES 
ON ForEIGN PRIVATE ENTERPRISE 


Iceland.—Has a law limiting foreign participation in industry—in case of joint 
stock companies at least 50 percent must be owned by people domiciled in iceland. 

Portugal_—Limits foreign participation to 40 percent on ‘activities of funda- 
mental interest to the economy or to national defense,’’ but this is quite liberally 
enforced. 

Spain.—Foreign participation in industry is limited to 25 percent, except where 
special administrative exceptions are granted. 

Yugoslavia.—Foreign capital is not allowed to own or participate in manage- 
ment of any economic enterprise. The economy is communistic. 

Cambodia.—Draft law passed by Cabinet and now before Assembly closes cer- 
tain industries to foreigners, but considerable discretion is given to the adminis- 
trators in the proposed law. 

Indonesia.—No limiting law, but ‘‘stated policy (for new investments) allows 
up to 49 percent ownership by foreigners in basic industries and 100 percent in 
other permitted fields.” Phere is definite preference for local (national) partici- 
pation in all enterprise. 

Laos.—No legislation but policy is to limit certain industries to nationals and 
there is preference for Lao participation in all business. 

_ Philippines—The attitude of the President, Central Bank and the administra- 

tion as a whole is friendly toward foreign private investment. Nevertheless, 
waves of nationalism aye fanned by unfriendly elements who are against all 
foreigners, particularly those in the retail trade. These elements are presently 
featuring the disparity between aid given by us to the Philippines and certain 
other Far Eastern countries with a view to stirring up anti-American feelings. 

Thailand.—No legislation but certain industries are closed to foreigners and 
there is a 49 percent limitation for certain financial enterprises. 

India,—The basic declaration of the Government of India’s policy regarding 
*conomic and industrial policy was set forth on April 6, 1948, as follows: 

_ “There can be no doubt that the state must play a progressively active role 
in the development of industries, but ability to achieve the main objectives should 
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determine the immediate extent of state responsibility and the limits to private 
enterprise * * * The Government of India * * * feel, however, that for some 
time to come the state could contribute more quickly to the increase of nationa| 
wealth by expanding the present activities wherever it is already operating and by 
concentrating on new units of production in other fields, rather than on acquiring 
and running existing units. eanwhile, private enterprise, properly directed and 
regulated, has a valuable role to play.’ 

This position has been consistently maintained by the Government, but it has 
resulted in Government entry into fields such as steel, fertilizer, etc., which are 
usually in the private sector in the United States. 

Certain conditions must be met by private enterprise, viz: 

(1) The industry must contribute to the development of the Indian 
economy, 

(2) Generally (but not always) majority control is vested in Indian na- 
tionals and Indians must be trained to fill most management and technical 
positions. 

(3) They prefer that a program of manufacturing produce the “end 
product” rather than only “‘assembly operations.”’ 

Three of the major oil companies have established refineries with complete 
control vested in them and a Government guaranty for 25 years against nationali- 
zation. Other representative American companies operating in India with 
majority or 100 percent control vested in Americans are Atul Products Co. (a 
subsidiary of American Cyanamid), Otis Elevator Co., Remington Rand, and 
National Carbon Co. of India (a subsidiary of Union Carbide & Carbon Chemical 
Co.). India is now seeking assistance from private capital In the development of 
its aluminum industry. 

It appears that, although the laws are restrictive, they may presently be viewed 
as long-range objectives. The Indians realize that if private enterprise, with its 
technical skills, is not employed, their second ‘‘5-year plan’’ economic objectives 
will be retarded. They therefore have adopted a practical policy of depending 
- a much larger extent on private investment than would appear possible under 
their laws. 

Burma.—The constitution requires 60 percent Burmese participation in all 
ublic utilities and enterprises designed to exploit Burma’s natural resources. 
ixceptions may be granted through the Special Companies Act. 

Pakistan.—No formal law but official policy limits foreign participation to 60 
percent in “approved” industries by which they mean those qualifying for invest- 
ment and repatriation privileges. Participation in public utilities is decided on 
a case-by-case basis. 

Korea.—No formal law but Government officials indicate intention to limit 
foreigners to a minority participation. 

Japan.—Law does not limit foreign participation but administrative policy 
restricts foreigners in most cases to minority participation. 

China (Taiwan).—No legal restriction but foreign investments are screened 
thoroughly. 

In other aid-receiving countries in the Eastern Hemisphere (excluding Africa 
and the Near East) there are no general restrictions to foreign investment in 
Austria, Belgium, Denmark, France, Germany, Italy, Luxembourg, Netherlands, 
Norway, Nepal, Afghanistan, Ceylon, and the United Kingdom, but many of the 
countries have special restrictions on foreign participation in petroleum and 
mining. 

In Latin America foreign participations are not limited in Bolivia, Costa Rica, 
Cuba, Ecuador, Nicaragua, Panama, Salvador, and Uruguay. In the more im- 
portant aid-receiving countries in Latin America where restrictions to foreign 
investment exist, I would mention the following: 

Brazil.—Stocks of companies engaged in aviation and coastal shipping must be 
owned at least one-third by Brazilians. There are also restrictions on exploration 
for oil and other mineral resources. . 

Chile.—Fishing in territorial waters only permitted to those domiciled in Chile. 
Importation, distribution, and sale of petroleum and its products only on Presi- 
dential permission. Two-thirds of capital of insurance companies must be held 
by Chileans or foreigners domiciled in Chile. 

Colombia.—Aliens may not hold more than 49 percent of shares of domestic 
air carriers and no more than 60 percent in companies engaged in coastal shipping. 

Dominican Republic.—Individual aliens cannot obtain mining concessions, but 
Dominican Republic companies wholly owned by aliens can. 

Guatemala.—National public air-transport service may be carried on only by 
Guatemalan companies having no more than 49 percent slien shareholders. !n 
alcohol and tobacco industries aliens may not own over 30 percent. 
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Haiti.—Only resident foreigners may own land in Haiti, but only enough for 
their business and residential needs. 

Honduras.—Only domiciled aliens may fish in territorial waters. 

Mexico.—The Ministry of Foreign Relations has required majority Mexican 
ownership in (1) radio broadcasting, (2) production, distribution, and exhibition 
of motion pictures, (3) all transport services, (4) fishing and fish hatcheries, (5) 
advertising and publishing, (6) production, purchase and sale of aerated and 
nonaerated beverages, and (7) rubber industry. The Government has a monop- 
oly company for petroleum. 

‘Peru.—Internal commercial! aviation companies may only be up to 40: percent 
owned by aliens and insurance companies owned by aliens up to 49 percent. 
Usual limitation on coastal and inland shipping. 

Venezuela.—Coastwise shipping must be majority owned by nationals. 

In Africa, viz: 

Belgian Congo and Ruanda-Urundi.—No limiting law but incorporated com- 
panies in Belgian Congo must be authorized by royal decree and restrictions are 
often imposed. 

British Africa.—All foreign investments are subject to screening by exchange 
control authorities, but no evident objection to entry of American private enter- 
rises. 

Ethiopia.—Ethiopian participation usually desirable. 

French Africa.—All foreign investment is subject to governmental approval 
and in case of some minerals, considered to be in the national interest, majority 
French Government or private capital may be required. Each case decided on 
its own merit. Foreigners are excluded from operation of common carriers and 
concessions for hydroelectric development cannot be obtained by foreigners. 

Liberia.—No legal restrictions, but Liberian participation is generally employed. 

Portuguese Africa.—Foreign investment is carefully screened to make sure it 
might not become competitive to industry in Portugal proper. 

Egypt.—At least 49 percent of share capital must be offered to Egyptians for 
1 month before establishment of a new corporation. 

Near East: 

Iraq.—A 45 percent interest in capital permitted to foreigners in companies 
enjoying benefits from the law for encouragement of industrial undertakings. 
These benefits include tax rebates and other incentives. No limitations imposed 
on other companies. 

Lebanon.—One-third of share capital in new enterprise must be Lebanese. 

Israel and Jordan.—Do not have legal restrictions. 

Greece, Turkey and Iran.—Do not have legal restrictions against foreign invest- 
ment but the business climate there at present is not attractive. 


At the request of the committee staff, ICA submitted the following 
explanation of the exchange rates used in computing Latin American 
contributions to technical cooperation programs. See also p. 320.) 


Host government contributions to the technical cooperation program in Latin 
America have been shown in congressional and other presentations by ICA and its 
predecessor agencies in terms of United States dollars. In converting the local 
currency equivalent of the cash and “in kind”’ contributions effective rates of 
exchange were used. Following establishment of the International Monetary 
Fund, these rates corresponded mainly to the par values announced by the IMF. 
In several countries, however, more or less serious inflationary developments have 
taken place since then or governments have attempted to regulate the international 
trade of their countries by introduction of multiple exchange rate systems. As a 
result, the IMF parity does no longer constitute in all cases an effective rate of 
exchange. Nevertheless, the above-mentioned method of presentation which is 
based on fixed conversion factors had to be continued as a matter of statistical 
consistency and also to make possible estimates for the present and the next fiscal 
year. While it is true that the general trend of increase in host government con- 
tributions can be indicated by using the IMF parity rates as fixed conversion 
factors consistently over a period of years, it is equally true that dollar maznitude 
comparisons between total United States and host government contributions for 
Latin America as a whole have become unrealistic for more recent years owing to 
the inflation of important local currencies such as the Brazilian cruzeiro, the Chil- 
ean peso, and the Bolivian boliviano. In fiscal year 1955, for example, the total 
of Latin American host government contri»utions on the IMF parity basis was 
°97.3 million as against $26.6 million on the free rate basis. 

Computation of the true dollar equivalent of the local currency devoted by the 
governments to projects involving United States technical cooperation constitutes 
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a considerable problem. On the one hand, none of the artificial rates of exchange 
established by governments for specific transactions represent the true dollar 
equivalent of the local currency; on the other hand, what is commonly regarded 
as the true dollar equivalent, i. e., the free market rate which results from the 
supply of and the demand for dollars, is likely to be greatly distorted by specula- 
tion in countries with serious inflationary conditions. It appears, moreover, that, 
generally speaking, the dollar equivalent of a local currency as determined by 
conversion on the basis of the exchange rate does not necessarily reflect the actual 
domestic purchasing power of that currency. An international comparison of the 
purchasing power of the currencies of the United States, the United Kingdom, 
France, Germany, and Italy made by the Organization for European Economic 
Cooperation (OEEC) for the year 1950 revealed that the domestic purchasing 
power of the European currencies, when utilized to purchase the European pattern 
of products, is about 60 to 90 percent greater than the dollar exchange rates sug- 
gest. In other terms, a dollar’s worth of European currency purchased in 1950 
was the equivalent of from $1.57 to $1.90 when spent in accordance with the 
European pattern of expenditures. There are good reasons to believe that in less 
developed countries the domestic purchasing power of local currencies, when spent 
as all Latin American host government contributions are—in accordance with the 
local pattern of expenditures, is at least as great, if not greater, than in the Euro- 
pean countries referred to. 


| 
IMF parity Multiple rate sys- 
rates (currency tems in force for— 


units per Free rate as of 1956 


United States 
dollar) fiscal date indicated 


year 1956 and 
1957 1 


Prd 


Cuba 
Dominican Republic 
Ecuador. 


GS. DOR. FR, cccncsndmuinlnobses 
17.62, Feb. 29 


‘00, Feb. 29 
68.25, Jan. 31 
3.49, Feb. 29. 
3.35,9 Feb. 29 
1.90, Feb. 29 


~ 
“itn 


1.00 
1.00 
5.00 
2. 50 
1.00 
5.00 
2.00 
12 50 
7.00 
1.00 
1.00 
9.00 
2.10 
3.35 
1.90 


1 The rates used to convert estimates of most government contributions into United States dollars are 
the same for fiscal year 1956 and fiscal year 1957. 

2 Since early 1954 all exports have been made by government agencies. Producers of export goods are 
paid in bolivianos on the basis of cost plus an allowance. 

8 There is no free rate; 6.65 represents rate for nonessential imports and nontrade payments. 

4 Buying rate 1.00; selling rate 1.02. 

5 Buying rate 6.60; principal selling rate 7.05; tourist rate 7.75. 

6 See footnote 5 above. 

7 For those countries IMF par values have not as yet been established. In the case of Peru the rate 
shown is the “principal dollar rate’’; in the case of Uruguay the “principal import rate.” 

8 “Other dollar rates’’; the principal dollar rate was 19.00, 

* There is no free rate; 3.35 is the import rate. 


Source: International Monetary Fund, International Financial Statistics, April 1956; 
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TUESDAY, APRIL 17, 1956 


House or REPRESENTATIVES, 
CoMMITTEE ON ForeIGN AFFAIRS, 
Washington, D. C. 

The committee met, pursuant to call, in room G-3, United States 
Capitol, at 10:15 a. m., the Honorable James P. Richards (chairman) 
presiding. 

Chairman Ricnarps. The committee will come to order. 

We are privileged to have with the committee a very distinguished 
witness and an old friend, Adm. Arthur W. Radford, Chairman of 
the Joint Chiefs of Staff, who will testify this morning on H. R. 10082, 
to amend the Mutual Security Act of 1954, as amended. and for 
other purposes. Admiral Radford. 


STATEMENT OF ADM. ARTHUR W. RADFORD, CHAIRMAN, JOINT 
CHIEFS OF STAFF, DEPARTMENT OF DEFENSE 


Admiral Raprorp. Mr. Chairman and members of the committee, 


I appreciate this opportunity of appearing before you on behalf of the 
Department of Defense in support of the mutual security program for 
fiscal year 1957. 

My remarks have been directed to that portion of the program over 
which the Department of Defense has primary cognizance. The 
importance of economic assistance will be dealt with by others. 
However, I would like to point out that in many countries economic 
assistance is essential to a sound military program. 

As you may know, I have recently made a trip around the world. 
The object of this trip was to familiarize myself with current condi- 
tions, and to discuss mutual problems with leading men in the areas 
visited. I found a number of serious problems. 

In the year that has passed since I was last in those countries there 
has been in some of them a subtle but perceptible change in atmos- 
phere. In some cases doubt and confusion have replaced a firm 
resolve. I attribute this situation to a twofold influence; first the 
success of the latest Communist tactics, and second, a less dynamic 
approach by the United States in the same areas. I understand that 
amendments of the mutual security legislation have been suggested 
designed to give greater flexibility of administration and to facilitate 
& more dynamic approach to our problems. It is not my function to 
discuss the legal details, but the administration of a program of this 
type must obviously be adjusted flexibly to meet new situations as 
they arise. 
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While there is little new in Communist aims, there has been an 
important new development in methods being used. For the present, 
the Communists seem to be relying on programs of economic, military 
and technical assistance. ; 

The tactic of violent revolution and overt aggression having become 
too hazardous, they turn now to still another. I believe that one of 
the most important reasons for this change in the Communist line 
has been the success of our country, in conjunction with our friends 
and allies throughout the free world, in creating a military posture 
with which Communist forces are becoming less willing to challenge. 
It is also my opinion that the defense Siiantes, made possible in 
many cases by our previous mutual aid programs, constitute an 
important part of this deterrence. 

None of us believes that long-range Communist objectives have 
changed a bit. They have been, are, and will continue to be the 
strengthening of Communist power and influence wherever possible, 
and the weakening of the position and power of the free world. 

Because time means little to the Communists, so long as they can 
make some continued successes, they feel free to shift the means where- 
by they achieve their objective. If by taking a different tack they 
can slow down or reverse the building of strength in the free world, 
they will have moved a considerable, though slow, step forward. This 
brings me to the major point I would like to make today. 

We must not allow ourselves or our friends in other free nations to 
fall into the trap that is being staked out for us. We have been suc- 
cessful, despite many setbacks, in building up military strength in the 
exposed areas of the free world. The latest change in Communist 
tactics is amply proof that our military assistance programs have had 
the desired effect. We should not now be lulled into complacency. 

It would, in my judgment, be ill advised to lessen our efforts to 
strer gthen the defense forces of the free world. We would be playing 
into the Communist hand if we failed to show clearly that we under- 
stand how important it is that the free world remain strong and in- 
vulnerable to the Communist exploitation of force. Military aggres- 
sion will continue to be a potent weapon in the Communist arsenal, 
one which they would not feeitate to use whenever it would gainfully 
suit their purpose. They would be happy to find the free world 
military posture deteriorating as a result of our preoccupation with 
their current maneuvers. 

The Soviets are making a great deal of noise about peace, but I 
find ample evidence that they are striving to the best of their ability 
to build their own military capabilities to the highest possible levels. 
All through the Soviet Communist bloc this rapid modernization and 
buildup is continuing. We should not be deceived by unproved state- 
ments of reductions in the sizes of these forces. Regardless of whether 
or not some minor modifications in the sizes of forces are taking place, 
there is no question but that the flow of more modern and efficient 
weapons and equipment is continuing at a steady if not increased rate. 

That the Communists do not always advertise this buildup is merely 
a part of their overall strategy. The introduction into Soviet Armed 
Forces of nuclear weapons, a wide range of guided missiles, efficient 
bombers and fighters, and new tanks and transports is the plainest 
proof that the Communist dictators have not and do not intend to 
— the use of force whenever they feel it will best serve their 
ends. 
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The military assistance program before you for authorization this 
year amounts to about $3 haileor. This is substantially larger than 
last year’s request for authorization, but I am sure that you, gentle- 
men, best of all realize that the reduced requests of last year were 
permitted by a sizable PAROE which enabled us to maintain a steady 
flow of military assistance deliveries to recipient nations. 

Gaged by the current situation and by the increasing demands of 
technological advance to continue the modernization of free world 
forces, I believe that this year’s request is not excessive. On the con- 
trary I believe that any substantial reduction in this request would 
have seriously adverse effects upon the continued building of military 
strength in the free world and, at the same time, would have equally 
dangerous psychological repercussions. I do not intend to imply that 
all other means of combating communism should be subordinated to 
the continuing needs for military assistance. I do submit, however, 
that the contrary, that is, a har(inatien of military assistance to 
these other means, would be equally wrong. 

The military assistance program for fiscal year 1957 has been thor- 
oughly coordinated with overall United States military planning and 
is approved by the Joint Chiefs of Staff. 

The program is designed to achieve the same objectives as our own 
military program and is an essential part of the defense of the United 
States and of the free world. In planning military programs of the 
United States, the existence and scope of the military assistance 
program is fully considered. There is no duplication. They supple- 
ment each other. 

Both are essential to our own national defense. By the coopera- 
tion of our allies, we obtain a far better defense at lower cost to our- 
selves than if we tried to do the job alone. 

Let me briefly discuss some of the problems brought out on talks 
during my recent trip. My first stop was in Paris where I discussed 
NATO problems with a number of commanders and national leaders. 

NATO has some very serious problems of a basic nature. European 
countries are seeking guidance as to the direction their defense efforts 
should take. It is my conviction that we must by our example 
provide them with strong leadership. We must impress upon NATO 
councils that the surest guaranty against Communist use of force is 
being so strong that force will not achieve Communist ends. 

Our military assistance programs should assist the cohesion of 
NATO, especially in providing initial increments of advanced weapons 
necessary for maintaining a relative position of strength against the 
improving Communist arsenal. I need not spell out to this committee 
the great importance of the NATO area to the security of the United 
States. 

_The situation in the Middle East is different in nature and far more 
difficult. The nations of the newly formed Baghdad Pact are looking 
to us for guidance and assistance. They are hopefully allied with 
the free world and are concerned with a Communist threat to their 
rear. 

We must insure that this political and military alinement receives 
the support necessary to increase in strength and become eventually 
an example of free world solidarity among Middle Eastern States. 
J found, however, that the peoples in Iran, Iraq, and Pakistan were 
beset with doubts. Pressures are being brought to bear on them not 
only from the Communist world, but from some of their own neighbors. 
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They are anxious to remain firmly alined with the free world but 
they need assurance of our continued support. I am convinced that 
we must continue to give our full support to the Baghdad Pact in 
order to dissolve any remaining doubts in the minds of the northern 
tier peoples. This will also serve to demonstrate our firmness of 
resolve to the other states in the area. I do not consider it to be 
beyond the bounds of reason that this new Soviet threat will become 
plain to all the states of this area and will be rejected by them. 

The Far East also presents us with many problems. In North 
Korea, the Communists have been steadily modernizing their forces, 
in flagrant disregard of the Korean armistice. Our stalwart ally, 
the Republic of Korea, has created with our help one of the finest 
armed forces in Asia—armed forces dedicated to and tested in the 
preservation of the freedom of their country. 

The economic weaknesses of the Republic of Korea, resulting from 
the bleeding effects of the war, make the maintenance of these forces 
an impossibility without our help. We must continue to support ade- 
quate South Korean forces, costly though they may be, to keep faith 
with their men and ours who gave their lives in the cause of the free 
world to save that country. 

The forces of the Republic of China are under the continuing threat 
of war. The Communist buildup of modernized forces, jet aircraft, 
long-range guns, and naval forces including amphibious craft opposite 
Taiwan and the offshore islands is one of the most obvious of all the 
examples in the world that the Communists have not abandoned ag- 
gression and the threat of aggression as a basic instrument in their 
policies. We cannot fail to provide adequate support to the Republic 
of China’s forces without appearing in the eyes of all Asians to be back- 
ing down in the face of this blatant threat of force. 

In the SEATO area of southeast Asia the situation is troubled. 
There have been intermittent hostilities in Laos. There is the 
veiled threat of armed intervention from Vietminh in the affairs of 
Vietnam. In this area of southeast Asia, where there is little indigen- 
ous power, the threat of Communist force is a hidden backdrop to the 
vast subversions and enticements that the new Communist line is 
focusing on that area. 

We must not fail to meet the complicated challenge extended to us. 

If we fail in our efforts to help these underdeveloped, struggling 
nations to achieve acceptable standards of economic and military 
strength, there will be progressively serious repercussions in all the 
free areas of Asia and eventually in all parts of the world. 

The military assistance program for fiscal year 1957, if approved, 
will accomplish three things: (1) It will protect our previous contri- 
bution to free world security by helping our partners to keep up the 
quality and combat effectiveness of equipment already furnished; (2) 
it will provide an increment (about $530 million) of advanced weapons 
and equipment to enable better defense against improved arms in the 
Communist camp; and (3) it will continue in some cases the buildup 
of the weapons of the free world nations still unprovided with desired 
equipment levels. 

The program is austere to the degree that any major reduction 
would require a complete restudy of our own military program. [n 
this regard, let me point out that the entire United States military 
program is based upon the assumption that we will have capable 
allies. Also we must realistically accept the fact that many of our 
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friends are not yet economically capable of the long-range sustained 
effort required to maintain acceptable military capabilities. 

For this reason, it is essential that the United States plan support 
for these countries on a continuing basis. Military skills do not 
develop overnight. The means for their creation cannot be turned 
on and off like a spigot. If we are to retain uniform strength and be 
eternally vigilant against Communist use of force, our plans must be 
projected well into the future. 

It is important that our friends be aware of our intentions and be 
able to coordinate their plans with ours. These are some of the 
reasons why I believe that the Congress should approve the concept 
of a continuing military aid program and appropriate no-year money 
for its implementation. 

There are many valid reasons why it is more advantageous for us to 
assist our allies in maintaining their own national forces, especially 
ground forces, than it is for us to attempt to provide United States 
soldiers in the absence of those forces. Besides the lack of such 
unlimited manpower resources that would be required, the costs would 
be prohibitive even for this country. In addition there is a psycho- 
logical question of national pride and will to resist communism that 
is most important. Furthermore our support under the military 
assistance program has in effect supplemented much larger expendi- 
tures by many of our allies. In the aggregate I am convinced that our 
mutual security program is our best instrument for building up and 
maintaining the collective strength of the free world for the common 
defense. 

Chairman Ricwarps. Thank you, Admiral. As I understand it, 
you will be willing to give this statement out for publication? 

Admiral Raprorp. Yes, sir. 

Chairman Ricuarps. Of course, the rest of your testimony will 
be in strict executive session. It will be up to you whether you will 
want to make public what you testify to here today. 

I remember last year that you testified that you considered this 
foreign-aid program to be part and parcel of our overall defense 
program? 

Admiral Raprorp. I did, Mr. Chairman. I tried to bring that 
out in my statement. 

The Joint Chiefs of Staff do feel that way. We treat in our planning 
these allied forces as though they were part of the total military effort 
on the free world side. 

Chairman Ricuarps. Do you feel that if it were not for the mili- 
tary phase of the foreign-aid program, that in the interests of a well- 
rounded national-defense program we would have to spend a lot 
more money on our own forces? 

Admiral Raprorp. We undoubtedly would. We couldn’t possibly 
get the same overall security for the free world from the United States 
orces alone. 


One of our great difficulties in peacetime, in a period such as we 
have now, not really peace but not war, is the deployment of large 
numbers of United States personnel overseas. 

We have to rotate them because in many cases the location of 
these forces is not too pleasant. We would like to keep the deploy- 
ment of United States forces to a minimum. 

(Discussion off the record.) 
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Chairman Ricuarps. It is not only from the standpoint of saving 
of expenses but also from the standpoint of flexibility and overall] 
strategy you would want to do that? 

Admiral Raprorp. There are many reasons. In the first place, 
large numbers of foreign troops, which ours would be, in many 
instances are not welcome over a long period of time. Most countries 
prefer to have their own people and we prefer that they do where 
possible. 

Chairman Ricuarps. I believe the largest body of well-trained 
troops that we have working along with us now 

Admiral Raprorp. Is the South Koreans. 

Chairman Ricuarps. Would you care to estimate what the 
increased cost would be if the United States had to send our own 
troops to hold the entire line in Korea rather than leave most of the 
job to the Koreans? 

Admiral Raprorp. I hesitate to make an offhand guess. I would 
say that it would be somewhere in the neighborhood of 4 or 5 times 
the present cost to maintain equivalent United States strength in 
Korea, and that is probably a conservative estimate. 

Chairman Ricuarps. Relatively, what do you think about the 
the efficiency of the South Koreans as compared to our troops for that 
kind of duty? 

Admiral Raprorp. I think General Lemnitzer would probably be 
a better witness on that. My estimation is that the Korean forces 
are better troops in that country because they are better acclimated. 
They are used to the terrain. They know the country. They have 
proved themselves very courageous, very good fighters when they are 
well led. 

I would say if they have a deficiency, it is only their inability to 
handle some of the more advanced weapons that we have. [Security 
deletion]. As a fighting man, man for man, they are excellent soldiers 
and probably the equal of any in the world, when they are well led. 

Chairman RicHarps. You know that we had in the House the 
other day, I imagine you testified on it, a defense bill for the United 
States only, involving two or three billion dollars. It included the 
building of airfield installations in different places of the world. | 

I don’t think there were more than three votes against it in Con- 
gress. That is for our own defense. Yet there is a funny psychology 
about the whole thing: The attitude toward a foreign-aid program, 
to bolster the economy and the defense of a particular country where 
one of our own airfields is situated, is considered to be an entirely 
entirely different proposition, from the standpoint of getting votes in 
Congress. All the military experts will testify that our bases are 
- good unless the local people are friendly and willing to support 
them. 

Then I understand from what you say that this program, in your 
mind, is just as important in the overall picture as our own defense 
program? 

Admiral Raprorp. I would say, Mr. Chairman, it is an integral 
part of our defense program; in other words, we are counting on it. 

Chairman Ricwarps. Mr. Chiperfield. 

Mr. CurperFieLp. Thank you, Mr. Chairman. Admiral Radford, 
we are always glad to have you here. I thank you for a very instruc- 
tive and, I might say, a very frank statement. 
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I note on page 1 you say, ‘‘In some cases doubt and confusion have 
replaced a firm resolve,” and then a little later you mention Iran, 
Iraq and Pakistan, and you state, ‘‘we must give our full support to 
the Baghdad Pact.” 

Do you think we should become a full member of that pact? 

(Discussion off the record.) 

Mr. CuiPerFIELD. Then on the last page you say, “These are some of 
the reasons why I believe that the Congress should approve the concept 
of a continuing military-aid program and appropriate no-year money 
for its implementation.” 

I am not sure of what you mean by that. 

Admiral Raprorp. By no-year money I mean the funds that don’t 
expire at the end of the fiscal year. The military men in these foreign 
countries have organizational and planning problems just as we do. 

In other words, if all the funds that we had for our own military 
forces were byes funds, we would be in difficulty all the time. We 
have to plan ahead for 3 or 4 years, and we are able with the appropria- 
tion structure and the appropriations that are voted by the Congress 
to know where we are going in advance. 

When we sit down and talk to some of these other military men, 
they have the same desire. And in many cases they have to plan 
their own contributions to the national defense ahead of time to fit 
in with what we are going to give them. So, they want to know in 
advance what they can expect. 

If they don’t know, they will have difficulty in making a good mili- 
tary plan. 

Mr. CurperFieLp. We have had the habit in this committee of 
putting a termination date on the mutual security bill without thought 
of it ending at that time—I think that is generally understood—so 
that you people would come up here and justify what you are doing. 

There is nothing in your statement here by “no-year money for its 
implementation,”’ but that you are not going to come in each year to 
this committee and tell us what you are doing and justify plans that 
you have? 

Admiral Raprorp. No, sir. 

Mr. CuiperFieLp. Thank you very much. 

Chairman Ricuarps. Mr. Carnahan. 

Mr. CarnaHAN. In your statement in regard to the Middle East 
you say, “I have found the people of Iran, Iraq, and Pakistan were 
beset with doubts. Pressures are being brought to bear on them 
not only from the Communist world, but from some of their own 
neighbors.” 

What particular neighbors and what are some of the pressures that 
are being put on them? 

(Discussion off the record.) 

Mr. CarnaHan. Then you also state, “The Far East also presents 
us with many problems. In North Korea, the Communists have been 
steadily modernizing their forces, in flagrant disregard of the Korean 
armistice.” 

Are we abiding strictly by the terms of the Korean armistice in 
the area? 

Admiral Raprorp. Yes, sir; we have been. 

Mr. Carnanan. Yet the Communists are not abiding by them? 

Admiral Raprorp. That is correct. 
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Mr. Carnanan. Is there any thought being given to working out 
a situation of that sort? 

Admiral Raprorp. It is a very serious problem, and one that from 
a” military standpoint we will have to find an answer. [Security 
deletion]. ’ 

(Discussion off the record.) 

Mr. CarnaHANn. Was there any assurance or even hope when the 
armistice was signed that the Communists would abide by the terms 
of the armistice? 

Admiral Raprorp. There must have been. 

Mr. CarnaHan. At least, they have not been complied with by 
the Communists? : 

Admiral Raprorp. No, sir. 

Mr. CarNnaHAN. What possible action is there that we could take 
which would end the state of armistice and establish better relations 
in the area? 

(Discussion off the record.) 

Mr. Carnawan. At least, there would be an improvement in the 
military situation. 

(Discussion off the record.) 

Mr. Carnawan. Thank you, Mr. Chairman. That is all. 

Chairman Ricwarps. Mr. Vorys. 

Mr. Vorys. Admiral, when you say, as you did, with the full 
force of your high position, that “in planning the military programs 
of the United States, the existence and scope of the military assist- 
ance program is fully considered,” that “there is no duplication,” 
that ‘‘they supplement each other,” that “both are essential to our 
own national defense,” and that “by the cooperation of our allies we 
obtain a far better defense at lower cost to ourselves than if we try 
to do the job alone,” when you say all that, I can see how Members 
of Congress can kick about this program, try to cut it, and so forth, 
but I can’t see how they can vote against this when they are voting 
for our own defense appropriations. That is a statement, not a 
question. 

Chairman Ricnarps. What is that? 

Mr. Vorys. I am reading what he said this year, just now, that 
“both are essential to our own national defense.’’ I don’t see how 
a Member of Congress can vote for our own and vote against this one. 

Chairman Ricuarps. Will the gentleman yield? 

Mr. Vorys. Yes. 

Chairman Ricwarps. I am not exactly satisfied with the admiral’s 
statement on that. He says it is part of the overall program. But 
there are parts of our military program in the United States that are 
of an auxiliary nature. We have the National Guard, we have the 
Reserves, we have the ROTC in the schools. Some of that we could 
do without in an emergency, if we didn’t have the money. 

What I wanted to know was whether he considered the military-aid 
program as an essential part of our first line of defense, just like our 
own forces. 

If it is a secondary thing, you will never sell Congress on it. You 
have $2 billion of military equipment already scheduled for delivery. 
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If it is not part of the overall program, I don’t think you can sell 
Congress on that. 

Mr. Vorys. I am just quoting the admiral where he says that “both 
are essential to the national defense.”” He doesn’t say that one is 
more essential than the other. He puts both of them together, and 
he is talking about our national defense. 

Admiral Raprorp. I would like to strengthen the statement if I 
possibly could. These forces that are supported by this program are 
frontline forces. I mean, most of them are the forces that would go 
into action immediately. They are not Reserves. 

Chairman Ricuarps. No; but in answer to my question you said, 
“As part of our overall program.” 

Admiral Raprorp. I did; yes, sir. 

Chairman Ricwarps. | beg your pardon. 

Mr. Vorys. That is all right. 

Chairman Ricuarps. You are going to have to nail it down if you 
get $3 billion out of this Congress. 

Mr. Vorys. That is true, but I still believe we are not justified in 
throwing over the whole thing, as many Members of Congress believe 
and vote. I just can’t see how we can refuse to support forces that 
our highest military authorities claim are essential to our defense and 
that include frontline forces that will bear the shock of any initial 
attack in a whole lot of places that are important to our security all 
over the whole blame world. 

Chairman RicuHarps. I know how much Congress respects the 
admiral’s viewpoint; that is the reason I wanted to nail this down. 

Mr. Vorys. Admiral, in your statement as you read it, and I am 
afraid the stenographer got it this way, you said: 

The Soviets are making a great deal of noise about peace, but I find little 
evidence that they are striving to the best of their ability to build their own 
military capabilities to the highest possible levels. 

Admiral Raprorp. I made a mistake in reading that. 

Mr. Vorys. I hope we will have it corrected in our record here 
just as it is, so that it corresponds with what was handed to the public. 

Chairman Ricnarps. What is that, John? 

Mr. Vorys. Page 2. 

Admiral Raprorp. I put the word “‘little’’ in when I didn’t mean to, 

Mr. Vorys. I just wanted to nail that one down. I am sure what 
you mean is that you find evidence that they are building their capa- 
bilities to the highest possible level right while they are singing the 
song about sweetness and light; isn’t that it? 

Admiral Raprorp. Yes, sir. I would say, “I find ample evidence.” 

Mr. Vorys. Instead of “little” it is ‘ample.’ 

Coming back to these military installations that the chairman re- 

ferred to, the House rolled off a little over $2 billion worth of authoriza- 
tion without any controversy. Checking quickly, I think less than 
half of it was marked “continental.”’ The rest was foreign, [security 
deletion] and was marked “confidential.” 
_ I wonder if you could either now or later prepare a statement which 
it seems to me need not be secret. In talking to the members on the 
Armed Forces Committee, they said that the classified amount was 
overwhelmingly for overseas installations. The nature and location, 
of course, could not be disclosed. 

Are you familiar enough with that military installation program 
so that you could comment on that? 
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Admiral Raprorp. On the fact that it was classified? 

Mr. Vorys. No; that which is classified is mostly for installations 
all over the world. 

Admiral Raprorp. I am positive that that is what it is. I don’ 
know what the proportion is, but I know a great deal of our public 
works authorization money is for installations outside of the con- 
tinental United States. 

Mr. Vorys. It is located, I would imagine, to back up and reinforce 
these mutual security forces that are supported under this legislation: 
isn’t that right? Aren’t they tied together inextricably? 

Admiral Raprorp. Very much tied together, the plans for our 
forces are tied in with the plans of these forces that are generated 
under this program. 

Mr. Vorys. But they are relying upon the mobile striking force 
of the United States to back them up so that they know they are 
not going to fight alone if something happens? 

Admiral Raprorp. We have to give them that evidence. In many 
cases, the tangible evidence of the United States striking force is one 
of the best ways of proving that to them. 

Mr. Hays of Ohio. Would the gentleman yield? 

I would like to point out to the gentleman that the publicity put 
out by the Pentagon pointed out that there was only one State in 
the Union that didn’t get something out of that military construction 
bill and very few congressional districts. 

So, I don’t know what percentage of it went abroad, but a good 
bit went right here in order to get the votes for it. 

Mr. Vorys. I don’t know 

Mr. Hays of Ohio. I am not complaining because none of it was 
in my district. We didn’t seek any. I heard one member from 
Pennsylvania say that he would like to have them take it away from 
his district. Nevertheless, it is a fact. 

Mr. Vorys. All right. I would like to have a clear statement, an 
unclassified statement that we could use, that, without giving away 
any definite locations, would show the proportionate breakdown of that 
$2 billion in foreign installations. 

I think you will find that most of it is not for congressional districts 
in the United States at all, but that it is for outlying countries, among 
them those where we couldn’t hold the bases if we didn’t have indige- 
ous Allied ground forces, and where the indigenous Allied ground 
forces wouldn’t attempt to hold unless we had bases there. 

Maybe I am wrong about my analysis, but I think it would be help- 
ful in showing the complete essentiality of this to our own national 
defense to have that sort of statement. Do I make myself clear? 

Admiral Raprorp. Yes, sir. I will try to get one up for you. 

(The information requested is as follows:) 
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H. R. 9893 authorizes certain construction at military installations inside and 
outside the United States by the military departments as follows: 


[Figures in thousands] 





Inside | Outside 
United United 
States States 

} 





Army : } $191, 364 | $113, 198 

: $306, 402 $94, 792 
Air Force $813, 946 $322, 334 
Housing and community facilities to be purchased with foreign currencies - | $250, 000 


$1, 311, 712 | 
Percentage 63 


$780, 324 
37 


Mr. Vorys. There wasn’t much along that line in the presentation 
to Congress. 

If I have time, Mr. Chairman, I want to ask about this: We used 
to be presented every year with JCS force goals. To refresh my 
recollection I got out the testimony of Mr. Hensel, last year, and he 
said that they were abandoning the JCS force goals concept and they 
were trying to get to a time-phase basis. Those were the sets of 
words that were used. 

Those technical, possibly bureaucratic words that were used here, 
we understood, reflected a change in the views of the Joint Chiefs 
themselves about planning on the military end of the program, 
beginning some time last year. 

What was that difference in your strategic concept that was reflected 
in the stuff that was presented to us? 

Admiral Raprorp. I don’t know exactly what Mr. Hensel was 
trving to explain. Actually, as far as the Joint Chiefs of Staff are 
concerned, in our studies we do come up with forces for individual 
countries which we think should be supported. 

| had many discussions with Mr. Hensel about ways that we could 
improve our planning. I think, without having a chance to refresh 
my memory by reading his testimony, that what he was explaining 
was that he had urged, and we certainly agreed with him, that the 
individual countries should be related to an area program and not 
just treated individually. 

We proceed, as far as the Chiefs are concerned, in exactly the same 
way; that is, we do list forces for each country which we think we should 
support. 

Mr. Vorys. I thought that you used to have theoretical or ideal 
force goals that we should be moving toward supporting in a given 
country, and that you had quit that as being unrealistic and were 
having a different system. 

Chairman Ricwarps. We will have to move along. 

Mr. Vorys. What you have just said, in my judgment, is not 
following the analysis Mr. Hensel gave us at some length last year, 
where he said they were caught between the outworn JCS force goals 
concept and a more realistic « concept. 

Admiral Raprorp. It must be more of a misunderstanding than 
anything else. 
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STATEMENT OF HON. GORDON GRAY, ASSISTANT SECRETARY 
FOR INTERNATIONAL SECURITY AFFAIRS, DEPARTMENT OF 
DEFENSE 


Mr. Gray. May I speak to this point? 

Chairman Ricuarps. Mr. Gray, would you like to say something? 

Mr. Gray. The JCS force goals are still the basis for planning. 

The new element that Mr. Hensel was talking about was a require- 
ment that was placed upon the MAAG chiefs in the various countries 
to list deficiencies against the JCS force goals and to request delivery 
of equipment on bases which reflected the ability of the country to 
absorb and maintain the equipment. 

We have to rely in planning for the support of forces on what the 
JCS conceive to be the number of forces, the sizes, number of units, 
and so forth, that should be supported through the military assistance 
program. 

Have I helped to clear it up at all, Mr. Vorys? Perhaps Colonel 
Critz could help, if you would permit him to speak to that. 

Chairman Ricuarps. We will come back to that a little later, 

Mr. Burleson. 

Mr. Buruzson. Thank you, Mr. Chairman. Admiral Radford, 
I want to assume a premise which I think is a safe one, and the premise 
itself will constitute my question. The premise is, that we are weaker 
today than we were a year ago, 2 years ago or 3 years. One may 
take his choice as to how far back we wish to go, although there would 
be a saturation point to that. The weaknesses in a lot of places 
couldn’t be because of a lack of funds. 

In all the places where we are weaker today, in my opinion, is not 
because of the Communist pressures which we usually want to use 
as our stock answer. Many people believe that NATO is weaker 
today than it was a year ago; that we are weaker in the Middle East 
than we were a year ago; that we are weaker in southeast Asia, in 
the Middle East, including Turkey and Greece, and some places in 
Europe, such as France. The Communist pressure might be used 
as a reason because we may be weaker in some places; southeast 
Asia, Korea, which Mr. Carnahan mentioned, Formosa, India, 
although I would put India in the other category, may be examples. 

Now, why, if we are, and you can take the premise as the question, 
are we weaker? 

It is not, I repeat, because of the lack of funds and the support 
we have given. Is ita matter of policy? Take it from there, if you 
will, Admiral, and comment. 

Admiral Raprorp. From a purely military standpoint, I would not 
agree that we are weaker around the world. I think we have improved 
our military capabilities, generally speaking, around the world. 

(Discussion off the record.) 

Admiral Raprorp. But outside of that, the military peneep has 
continued. I can say in every country that I visited the military 
position was better than the year before. 

When you said that “we” are weaker, I assumed you meant the 
free world, or did you mean the United States? 

Mr. Burueson. I mean, our relation with the free world. And I 
agree that in many of these places we may be militarily stronger, but 
it does not necessarily mean that we are no nearer a war or in losing 
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those areas. We might attempt to hold them or to regain them by 
military force. But our whole effort is to prevent that very thing. 

Admiral Raprorp. I would agree with that, and, as I mentioned in 
my statement, in some of the countries their resolves to stick by us 
through thick and thin are not so great as they were sometime past. 

There is no doubt about the reason for that. One reason is because 
the Russian propaganda, the Russian handling of the situation has 
been very clever. 

The other thing that contributes to it a great deal, in my opinion, 
is the picture of confusion that is presented to the rest of the world 
by the free press of the United States. Certainly I would not advo- 
cate a controlled press, but I do say that the operation of our demo- 
cratic system, as reported by our press and transmitted around the 
world, unfortunately presents to many leaders in foreign countries, 
and their people, a picture of confusion in the United States. 

In other words, they get the feeling that the United States doesn’t 

know exactly what they want to do, and from the Russian side they 
get a very firm and direct picture of leadership. 
- [have always felt that we got into World War I and probably into 
World War II because the rest of the world didn’t know exactly where 
we stood. It isn’t plain to the people of the world that, once a crisis 
occurs, the people of the United States unanimously back up the 
President in whatever course he takes in an emergency. You stated 
that we are weaker; I am somewhat reluctant to express it exactly 
that way—I would say some of our allies are wavering and doubtful 
of our intentions, and therefore their own position is not as unequivocal 
as it might be. That in turn is caused by their feeling that the 
United States is not as determined in its leadership as it might be. 

From a purely military assessment, we are stronger. However, I 
would be the first to say that the military threat is not the only prob- 
lem we face. 

Some of the other problems are equally important; certainly the 
nonmilitary aspects of this problem are more difficult, and I frankly 
don’t know the answer to them. 

All I can report is that we have this situation to face, and we have 
to find some way of combating this picture of confusion that we present 
to the rest of the world. 

It isn’t lack of money, in most instances. A good deal of it is 
caused by extreme cleverness on the part of our major adversary, the 
Russian Communists, who under their system of government can move 
so fast in any given circumstance, they can pinpoint a situation. 

They come out with statements. There is no argument inside 
Russia and no argument presented to the free world. It is a single 
voice that comes from the Soviet Government. Their leaders decide 
to move in and give arms to a country. They don’t have to get the 
money voted. ‘They just ship them in within a few days. It is a 
tough problem that they have faced us with. 

We have to somehow or other find a way to be more flexible our- 
selves in meeting a situation. We have to go on an annual basis, we 
get our plans all made and we come up here and justify them, but 
sometime between now and next year when we request another au- 
thorization, we will probably have some situation we didn’t foresee. 
We have great difficulty in trying to counter the Communist tactics. 

Mr. Burteson. That would be one of your reasons in asking for a 
long-term commitment or no-year appropriation money? 
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Admiral Raprorp. That is right. 

Mr. Burueson. You feel it is a pretty difficult thing by reason of 
the system which we have, which of course we fight to maintain, to 
compete with dictatorships in the world? 

Admiral Raprorp. It is difficult. It is one of the most serious 
problems we have to face. We can’t kid ourselves about it. 

Mr. Buruzson. Do you agree we should be doing something differ- 
ently than what we are doing? 

Admiral Raprorp. I don’t know that we should do something 
differently. We have to do better. We have to find some way of 
improving our performance. 

Mr. Burteson. Thank you, Mr. Chairman; thank you, Admiral. 

Chairman Ricnarps. Mrs. Bolton. 

Mrs. Boiron. Thank you, Mr. Chairman. 

Admiral, I am so full of questions that I don’t know where to begin. 
Perhaps the Baghdad Pact, if I may go back to it. 

Mr. Chiperfield asked about it. What is the reason that we do 
not go into the Baghdad Pact, or is that for the State Department to 
answer? 

(Discussion off the record.) 

Admiral Raprorp. The military part of the problem is relatively 
easy, | would say. I think our great problem has been the adminis- 
tration of this tremendous military-aid problem all over the world, 
getting the right sort of equipment to the right place at the right time. 

We are doing better in that, but there is still room for great improve- 
ment. 

Mr. Smitx. One of the problems we have, and it seems to me this 
is our dilemma, the chairman has just referred to it; namely, the con- 
flicting interests among our own friends. In other words, whom shall 
we support in the Middle East. Whom shall we support in North 
Africa. It seems to me that those are problems that our political 
people, who are making the policy, should determine, 

It may be true that we haven’t had a new idea since the Marshall 
plan. I think we will all agree it is a mess today. 

Admiral, I would like to refer to a point that the chairman made, 
also, regarding the military, $3 billion for the military in this bill and 
a substantial amount in the military bill for construction purposes 
that we passed last week. 

Would it not be better to approach this military problem as a mili- 
tary matter rather than tying it up with the so-called aid program? 

Mr. Vorys likes to refer, he always does, to our interests, our own 
national security. As I read the Communist propaganda, they are 
hitting hard at that thing all the time. 

Would it be possible to separate the military in this program and 
have the military people come before the Congress and say, ‘This 
is in our national interest. This is the way we are going to do it”; 
have the Joint Chiefs considered the question of separating the military 
in the aid program as part of the overall military approach to our 
problems all over the world? 

Admiral Raprorp. Do I agree with that? 

Mr. Smirx. No; I am not asking you to agree. I was wondering 
if the Joint Chiefs have considered the possibility of separating strictly 
the military from this program and just consider it in the overall 
defense program? 
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It would then be considered by the Armed Services Committee 
and not by this committee. Why isn’t this basically an armed services 
proposition after all? 

Admiral Raprorp. I don’t know. I know this, and I tried to make 
it plain in my statement, that from the military standpoint the Joint 
Chiefs of Staff do consider this an integral part of our overall military 
program. 

In the last year the Department of Defense has taken over the 
responsibility of administering the purely military aspects of the pro- 
cram. That has been shifted to the Defense Department. I think 
that is an improvement. 

To go any further in a separation of the two programs has pros and 
cons to it, and I am not competent to decide as to which is better. 

In operating abroad, we still operate so closely with the economic 
aid programs, since in many cases they are really supporting the 
military aid programs, that I would say on balance it is better to keep 
the organization we have. 

But as far as going before the Armed Services Committee, I would 
be perfectly willing to go up before them and justify the program. 

I feel as though I represent the military here today in justifying 
it before this committee. 

Mr. Smiru. I am sure of that. But it does seem to me, it is my 
own personal view, that we are making ourselves vulnerable to these 
attacks abroad, the attacks that we get every day, almost every day, 
from Mr. Nehru. He is calling this program a military program, 
because we have $3 billion in here. It is purely a military matter 
and should be considered as such. 

Admiral Raprorp. I would say this part of it that I am defending 
is entirely military. I wouldn’t mind arguing with Mr. Nehru, or 
anybody else, that it is in our interest to have it. 

(Discussion off the record.) 

Chairman Ricuarps. Admiral, as I understood you to say, if the 
planning people, the Bureau of the Budget, and so forth, decide to 
include military assistance as part of the regular defense program for 
the United States, you wouldn’t hesitate to try to justify it before 
the Armed Services Committee on that basis? 

Admiral Raprorp. No, sir. 

Chairman Ricwarps. Mr. Hays of Arkansas. 

Mr. Hays of Arkansas. No questions, Mr. Chairman. 

Chairman Ricnarps. Mr. Jarman. 

(Discussion off the record.) 

Mr. Zasxockt (presiding). Mr. Selden. 

Mr. Setpen. Thank you, Mr. Chairman. Admiral, I am sure 
you gathered from some of the questions that have been asked you 
this morning that. some of the members of the committee feel that the 
inilitary-assistance portion of the Mutual Security Act should be 
separated from the economic aid. 

I would go even further. I think the military-assistance portion 
should be put into the defense budget. I find among my people that 
many do not separate the economic and military portions of the pro- 
gram, and they look upon the whole program as one to strengthen the 
economy of other nations rather than looking upon it as a program to 
strengthen our own defenses. 

75009—56——23 
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I think the Defense Department, if they have not already done go. 
should look very seriously into the possibility of placing these military 
requests in the future in the defense budget rather than in this 
mutual-security program. 

(Discussion off the record.) 

Mr. Bent ey. I had other questions, but I recognize that you haye 
a commitment. So, thank you, Mr. Chairman. 

Chairman Ricuarps. Thank you, Admiral. We appreciate your 
testimony. 

Admiral Raprorp. It is always a pleasure for me to appear. 

Chairman Ricuarps. You are going on a trip overseas in a few days, 
aren’t you? 

Admiral Raprorp. Yes, sir. I am going over to this NATO 
Command post exercise that General Gruenther has every spring. | 
have never been able to get to one before. 

Chairman Ricnarps. Will you visit the Near East? 

Admiral Raprorp. No, sir. I am just going to Europe. 


Chairman Ricnarps. The committee stands adjourned until 10:30 
in the morning. 


(Whereupon, at 12:15 p. m., the hearing adjourned.) 
(The following information has been submitted by ICA for inclusion 
in the record in response to a request by Mr. Smith. See also p. 169.) 


INTERNATIONAL COOPERATION ADMINISTRATION, 
OFrIce oF THE DrReEcTOoR, 
Washington 25, D. C., April 23, 1956. 
Subject: Karaj Dam, Iran. 

Referring to my testimony on March 28, 1956, during which Mr. Smith inquired 
concerning the status of the Karaj Dam project in Iran and my statement that I 
would furnish a complete memorandum on the subject, I desire to report the 
fol'owing: 

In October 1953, the United States Operations Mission to Iran entered into a 
project agreement with the Seven-Year Plan Organization of Iran, providing as- 
sistance in the sum of $1,400,000 for the purchase and transport to Iran of ma- 
chinery, equipment, and services, and by subsequent agreements, provided an 
additional $1,015,184 for heavy construction equipment. In November 1953, 
the Government of Iran, acting by the Shah and the Prime Minister, entered into 
an interim agreement with the Morrison-Knudsen International Co. for the 
construction of the dam. This was to be superseded later by a firm contract 
Early in 1954, the Karaj Dam Authority was established by appropriate legisla- 
tion, and this authority proceeded to act on behalf of the Government of Iran 
Preliminary engineering studies were prepared by the United States Bureau of 
Reclamation, and a request was filed with the Export-Import Bank for financing 
engineering and construction costs. In May 1955, the Export-Import Bank sent 
a team to Iran for the purpose of reviewing the project. Immediately prior to the 
arrival of the Export-Import Bank team, the Plan Organization, acting by its 
managing director, Mr. Ebtehaj, questioned the preliminary studies prepared by 
the Bureau of Reclamation and the French engineering concern. The Seven-Year 
Plan Organization refused to provide local currency for the construction of the 
dam prior to the completion of further engineering studies. The Plan Organization 
has engaged the Harza Engineering Co. to engineer the project and the Plan 
Organization is also negotiating a construction contract with Morrison-Knudsen. 
The Plan Organization proposed to let international bids for necessary foroign 
supplies, equipment, and services; and, to the extent American suppliers are 
successful, Export-Import Bank loans will be used. In those cases where Ameri- 
errs are- not successful, the Plan Organization proposes the use of its own 

unds. 

Since tentative approval of financing by the Export-Import Bank in October 
1955, the United States Operations Mission to Iran has withdrawn from further 
participation in the project. The equipment purchased by ICA, or its predecessor 
agencies, is now held by the codirectors of the Joint Fund for Industrial Develop- 
ment. Negotiations are presently taking place with the Iranian Government 4s 
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to the future use of this equipment. Operations by the Morrison-Knudsen In- 
ternational Co. have been reduced to a minimum pending completion of the Harza 
engineering studies. It is considered probable that the project will continue and 
be completed without further mutual security financing. 

The relocation of the Karaj highway which would also serve as an access high- 
way to the dam site prior to final approval of the dam project might appear at 
this time to be contrary to sound planning. However, it should be remembered 
that at the time FOA agreed to the release of $400,000 for the procurement of 
heavy equipment and 83.7 million rials for construction and engineering costs, it 
was the firm position of the Shah, the Prime Minister, and every other important 
Iranian official that the Karaj Dam would in fact be constructed and that the 
construction of an access highway would provide badly needed employment and 
expedite construction work which was expected to be completed within four years. 
It should also be remembered that the Mossadegh government had recently fallen 
and that the Shah and Zahedi government were struggling with problems arising 
from a stagnant economy, civil unrest, and the increasing pressures from the 
people for a better standard of living. In effect, the interests of the entire Western 
World would be endangered by the failure of the Shah and his government to meet 
the economic issues. 

The Shah, the Zahedi government, and the present government have never 
deviated from the expressed intention to construct the Karaj Dam. In any large 
dam project, matters of engineering and financing are time-consuming. The 
Government of Iran is proceeding to obtain complete engineering studies and, with 
oil income increasing, should be able to finance and construct the dam. It will 
then become apparent that the use of funds for the construction of the new highway 
filled a then urgent need of the Iranian economy and expedited final construction 
of the highly important project. 

Finding that the Iranian Government is now prepared to engineer, finance, and 
execute this project, no further funds have been provided for this project in fiscal 
year 1956, nor are any funds budgeted for fiscal year 1957. The United States 
Operations Mission to Iran will continue in an advisory role to assist the Govern- 
ment of Iran, as requested, in technical matters involved in Export-Import Bank 
financing. 

The failure of the mission to properly record and label equipment brought in 
under this project is due entirely to an administrative error by which personnel 
responsible for the receipt and labeling of equipment received oral instructions 
to deliver equipment at the port to the Karaj Dam Authority. This instruction 
was at variance with the usual practices of delivering equipment to Tehran where 
the equipment was placed upon property accountability rolls, labeled, and then 
delivered to project sites. This administrative error has been corrected, property 
records are being reconciled, and the property identified and labeled. 

Within the limits of available controller personnel, the United States Operations 
Mission to Iran is searching its records to ascertain obligations in excess of the 
final cost of equipment and are deobligating such excess funds. 

The United States Operations Mission to Iran will continue its efforts to liquidate 
this project; and, upon final liquidation, an appropriate termination agreement 
will be executed with the Government of Iran. 

Joun B. HouuisTer. 
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WEDNESDAY, APRIL 18, 1956 


House oF REPRESENTATIVES, 
CoMMITTEE ON ForeIGN AFFAIRS, 
Washington, D. C. 

The committee met, pursuant to call, in room G-—3, United States 
Capitol, at 10:50 a. m., the Hon. James P. Richards (chairman) 
presiding. 

Chairman Ricuarps. The committee will come to order, please. 
We will continue with the hearings this morning on H. R. 10082, ‘‘to 
amend the Mutual Security Act of 1954, as amended, and for other 
purposes.”’ 

We have with us this morning again General Lemnitzer and the 
Honorable Tyler Wood. 

I believe it was scheduled that Mr. Wood would open with his 
statement. Before he does that, I believe General Lemnitzer has a 
short statement that he would like to make in connection with his 
testimony the other day. General Lemnitzer. 


STATEMENT OF GEN. L. L. LEMNITZER, COMMANDER IN CHIEF, 
FAR EAST AND UNITED NATIONS COMMANDS; GOVERNOR OF 
RYUKYU ISLANDS 


General Lemnitzer. In accordance with your request, Mr. Chair- 
man, I have prepared such a statement. It is a reply to the question 
which you asked, and I would like to read it. 

Chairman Ricuarps. Yes, sir. Thank you. 

General Lemnrrzer. I feel very strongly that the continuance of 
United States military and economic assistance to the Republic of 
Korea and military assistance to Japan is absolutely vital to the 
maintenance of our entire military position in the Far East, as well 
as to the security of Korea and Japan. The Republic of Korea armed 
forces and the Japanese self-defense forces have already assumed a 
substantial share of the defense responsibility for their respective 
countries. As they become stronger, they will be able to assume 
progressively greater responsibility for their defense. In the absence 
of these Korean and Japanese forces, we would have no alternative to 
maintaining sizable additional United States forces in this key area 
to insure its security in the face of a continuing Communist threat. 

It is also important to remember that the cost of maintaining the 
Republic of Korea armed forces and the Japanese self-defense forces 
in their homelands is substantially less than the cost of maintaining 
comparable United States forces in these areas. 

Chairman Ricnarps. Thank you, General. That is a strong state- 
ment. Iam sure it will be helpful to the committee. 
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Have you any objection to making this statement public? 

General Lemnirzer. I have no objection. 

Chairman Ricwarps. Will the clerk give this out? 

Mr. Crawrorp. Yes, sir. 

Chairman Ricnarps. Do you wish to make any additional state. 
ment right now before Mr. Wood begins his testimony? 

General Lemnirzer. No, sir. I completed my presentation when 
I appeared before the committee last Thursday. 

Chairman RicHarps. Mr. .Wood has. been before us on many 
previous occasions. He is an old friend, and has been associated with 
this program for a number of years. We are certainly pleased to have 
you with us again, Mr. Wood. 

Mr. Smitu. Might I intrude to ask General Lemnitzer a question 
or two? 

Chairman Ricuarps. Yes. 

Mr. Smirx. What is the situation regarding the coordination, if 
any, between the Japanese military so-called security forces and the 
Korean? I am led to believe from reports I have read from outer 
Korea that there is still a great deal of antagonism toward the 
Japanese. Is that situation continuing? 

General Lemnirzer. May I answer that question off the record? 

Chairman Ricuarps. We will take if off. 

(Discussion off the record.) 

Chairman Ricuarps. General Lemnitzer will be here, and after 
we have heard Mr. Wood’s statement, if you want to ask questions 
on military matters you can direct them to him, and economic ques- 
tions to Mr. Wood. We will go ahead with Mr. Wood’s statement. 
Mr. Wood. 


STATEMENT OF HON. C. TYLER WOOD, ECONOMIC COORDINATOR 
FOR KOREA 


Mr. Woop. Mr. Chairman, it is always a pleasure to meet with my 
friends on this committee. It has been many, many years now that 
that association has been a source of gratification to me. I am very 
glad to be back again with you. 

I have put a brief statement into the record, which I don’t think it 
would be necessary for me to read or cover in detail. It contains the 
main observations I have. 

Chairman Ricuarps. Without objection, Mr. Wood’s statemen| 
will be placed in the record. Will that statement be for publication? 

Mr. Woon. Yes, sir. 

(The statement is as follows:) 

Mr. Chairman, I sincerely welcome this opportunity to appear before 
your committee to discuss the Korean aid program. 

In his testimony, General Lemnitzer has called attention to the 
contribution which the defense support program in Korea makes to the 
military program both directly and indirectly. I propose to describe 
in somewhat greater detail the conditions justifying the requested 
defense support aid and the uses to which it is to be put. 

The fiscal year 1957 defense support program recommended for 
Korea, is specifically designed to do five things: It will help meet the 
local costs of the Korean armed forces through provision of counter- 
part funds for the Korean military budget; it will expand Korea 
production; it will reduce excessive inflationary pressures; it will 
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improve the effectiveness of Korean public services; it will make 
possible further progress toward the goal of substantially increasing 
the ability of the Republic of Korea to support itself without such huge 
amounts of foreign aid. 

You are, of course, familiar with the broad background of the 
United States defense support program in Korea. This program is 
designed to help restore the devastation wrought by the war which 
followed the unprovoked Communist invasion and to assist the 
Republic of Korea in developing its productive capacities and. eco- 
nomic strength. Division of the Korean Peninsula at the end of 
World War II left the young Republic of Korea with severe economic 
dislocations and imbalances, as well as loss of major mineral, power, 
and other resources, and most of the industrial plant. There has also 
been a serious shortage of administrative, technical, and professional 
personnel. Economic improvement with United States aid had made 
a promising start when the Korean war brought widespread devasta- 
tion and destruction of public and private property and production 
facilities. Besides this, the population of the already overcrowded 
territory of the Republic of Korea was greatly swollen through the 
heavy influx of refugees from the north. 

United States postwar economic aid programs for Korea, together 
with the program of the United Nations Korean Reconstruction 
Agency (UNKRA), to which the United States has made by far the 
largest contribution, have already-made considerable progress in 
Korea’s long, slow march back to economic health. This progress is 
severely retarded by the heavy burden of military preparedness which 
Communist aggression has compelled the Korean people and economy 
to assume. 

Imports of commodities, such as fertilizer, raw cotton, coal, and 
so forth, have been sufficiently large to overcome the worst supply 
scarcities, reestablish agricultural and industrial production, and 
provide substantial amounts of local currency funds to help support 
the local currency costs of the Korean military establishment and the 
reconstruction effort. As a result we now see, for the first time 
since the end of the war, the possibility that inflation, which has 
been sharp and disruptive, may be brought under control. Prices 
reached their 1955 peak in September and declined thereafter. The 
wholesale price index is about where it was last July, though there 
have been certain upward movements in individual items which are 
the cause of some concern. Substantial increases in the money 
supply have continued, however, and constitute a force which 
threatens renewed inflation. An adequate flow of commodities 
financed with aid funds, together with continued and additional 
resolute efforts on the part of the Republic of Korea Government, is 
needed to prevent always existing inflationary pressures from erupting 
anew. 

Considerable progress has been made in agriculture and forestry, 
especially in restoration of rice and livestock production and in 
reforestation. The transportation system is no longer such a serious 
general bottleneck to the movement of commodities. The railroad 
network has been restored and improved and rolling stock is gradually 
being replenished though there are still difficult problems in such 
matters as the maintenance of an adequate number of freight cars 
in proper working order. A new rail line ties in the Samchok coal- 
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mine fields with the rest of the Korean economy. In addition. 
roads and bridges, port and harbor installations, radio and telephone 
communications are being improved. 

Another serious limitation to production has been the severe power 
shortage in the Republic of Korea, whose prewar power supply came 
mainly from the northern part of the peninsula. Three new steam 
powerplants, with a generating capacity of 100,000 kilowatts, are 
coming into operation this year. This constitutes a major step for- 
ward, the importance of which is indicated by the fact that the output 
of these plants will approximately double the available power in the 
country. Some progress has also been made in the field of manufac- 
turing and processing although several major plants financed from 
prior year funds have not yet been completed. Considerable gains 
have been made in the production of cotton yarn (59 million pounds 
in 1955 compared to 46 million in 1954) and in rayon cloth (54 million 
square yards in 1955 as against 41 million in 1954). I am glad to be 
able to report, moreover, that the Korean Government has energeti- 
cally and with considerable success pursued its program of disposing of 
the “vested properties” to private ownership and management. 
These properties are those formerly owned by Japanese interests which 
were turned over to the Korean Government in 1948 by the United 
States military government. At the end of calendar year 1955, 87 per- 
cent of the number of vested business units and 60 percent of the 
number of real-estate units had: been disposed of to private interests. 
The cotton textile industry—the largest single manufacturing industry 
in the Republic of Korea—is now 100 percent privately owned and 
managed. 

In mining, coal production has been increased from 227,000 metric 
tons in 1938 to 891,000 in 1954 and 1,300,000 in 1955. 

The programs have emphasized transportation, communications, 
power, mining, and agriculture. Throughout we have tried not to 
scatter our efforts too widely, but to concentrate the bulk of aid 
resources in a few fundamental areas which are of the most vital 
importance. 

Among the other important activities to which our efforts have 
been devoted, the joint programs of United States and U. N. agencies, 
as the committee is aware, have had very great success in the field 
of health and sanitation. The record of control of communicable 
diseases such as typhus, typhoid, and smallpox, due to the magnificent 
efforts of Korea Civil Assistance Command—the United States 
military organization responsible for the prevention of disease and 
unrest following the war—is well known. Incidence of such diseases 
is now no greater in the Republic of Korea than in most occidental 
countries, including the United States. Much still remains to be 
done to make this improvement permanent, however. 

While worthwhile progress has been made in many important 
fields, I must emphasize that war damage and destruction are by no 
means fully repaired. Although agricultural and industrial production 
has in part again reached prewar levels, this achievement does not 
solve Korea’s severe economic problems because these prewar levels, 
inadequate even then, are more so now for the increased population. 
Moreover, the present level of production and consumption is depen¢- 
ent on continued very large United States imports of fertilizer, 
industrial raw materials, fuels, and other imported equipment and 
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supplies, without which neither the Korean economy nor its army, 
navy, and air force could continue to operate. 

The Korean economy remains basically unable to meet the demands 
of the military and reconstruction efforts. The country is poor in 
natural resources. Its minerals are varied but insufficient to provide 
Korea’s fuel or mineral needs or significant export earnings. There is 
no petroleum. There are substantial coal deposits, but these consist 
of poor quality anthracite coal with high ash content—expensive to 
mine and low in-calories. Korea’s export earnings are extremely 
inadequate and prospects for early significant improvement are not 
bright. Severe inflation has plagued the country and continues as a 
constant threat to its strength and progress. 

But this picture is not so dark as it may look at first glance when we 
consider only the material assets of the Republic of Korea. No one 
can live in that country without being profoundly impressed with the 
human and spiritual resources of this stanch member of the free 
world. The Korean people are brave, talented, indefatigable, and 
as a result of firsthand experience with the cruelty and evil nature of 
Communist aggressive imperialism, passionately hate communism and 
all its works. If we but continue to make the necessary physical 
resources available to them, I have no doubt they, for their part, will 
continue to be one of our strongest and most dependable allies. If, 
on the other hand, we do not carry on with our help, it will be physi- 
cally impossible for the Republic of Korea to carry the burden of its 
armed forces and to provide the essentials of life for its people. The 
results of the development of such a situation on our position—amili- 
tary, economic, and moral—in the Far East and, in fact, in the world, 
are such as I, for one, would not wish to contemplate. Rarely have 
[ known a situation in which aid from the United States, in adequate 
amounts I wish to emphasize, is a more crucial factor. The need 
fully justifies the large proportion of the total economic program which 
we are directing toward the Republic of Korea. 

Mr. Woop. My main observations on some of the major questions 
are contained in the statement that I have submitted. I am at your 
service. I thought it might be useful if I made a few remarks, 
pointing up some of the issues that have developed and exist now in 
Korea, and then be available to answer any questions that are of 
particular interest to the committee. 

As I sit out in Korea, thousands of miles away, the world situation, 
of course, looks different from that vantage point than it does here. 

_ It does seem to me, even so, that one sees a great many things in a 
similar way whether he is here or in Korea. What impresses me is 
that here is a small peninsula, 38,000 square miles in area, with very 
poor resources, with nothing that an imperialistic country would wish 
to acquire for its own gain. It is one of the proofs that we are not 
imperialistic, that we are today investing in that peninsula—this is 
my own personal estimate—approximately [security deletion] a year. 

his makes it from our standpoint, and | think quite properly so, 
as you examine it, a pretty important peninsula. 

(Discussion off the record.) 

Mr. Woop. Korea then is regarded, by this simple test the size of 
the investment, as pretty important, it seems to me, both by the 
executive branch of this Government and by the Congress. 
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As I said earlier, it seems to me this is justified. We have there 21 
divisions of well-trained, well-equipped troops. As General Lem- 
nitzer pointed out, they were born, trained, and tested in battle. | 
am no military expert, but all my military friends say these troops will 
give an exceedingly good account of themselves. 

My chief interest is, of course, on the economic or defense support 
side. There the request in the coming year, including technical 
assistance is for slightly over [security deletion; million. I would like 
to say to you that it is my judgment that you could not possibly have 
this position of strength in this part of the free world without our 
defense support aid. 

I can give you figures. I could talk at great length about this 
proposition. ‘The simple, essential fact is that you have such a poor 
country that it could not possibly keep this six or seven hundred 
thousand men, army, navy, air force and marine corps, in being and 
have any kind of morale, any kind of a situation in the country which 
would make it possible for that country to fight to defend itself. 

That, after all, it seems to me, is one of the fundamental purposes 
of our being there. 

This country has been through hell. Let me give you just a few 
figures, and compare them with our own problems here, which ad- 
mittedly are great. We worry terribly if we think in terms of a 5-per- 
cent or 10-percent increase in prices, and quite properly so. That 
kind of inflation is a serious thing for any country, particularly any 
country that is in the free world and bases its position on free enter- 
prise and the capitalistic system. 

In Korea, since December 1945, prices have risen until they are 
now 1,200 times what they were at that time. Since 1947, they have 
multiplied 140 times. Since 1953, when I first went there, that is a 
little over 2% years ago, prices have more than doubled. That is 
just one evidence of the fact that this country is bearing a burden, 
even with the aid that we have been giving them, which is beyond its 
capacity to bear. 

You have various alternatives. You can say, ‘“Let’s stop giving 
them this military and economic aid in such large amounts and let the 
army deteriorate or let it be cut greatly.’’ You can think of various 
combinations of circumstances and possibilities that might be adopted. 
None of them, it seems to me, is satisfactory to us in this world in 
which we are in a life and death struggle with Communist imperialism. 

I can say to you that I think we can be encouraged about what has 
occurred in Korea. Take this question of prices, for example. Prices 
today are only slightly higher than they were at the end of last fiscal 
year, June 30, last yaar. We have had a longer period of stability 
in prices, with all that indicates about the improving economic 
situation, in the last 6 to 8 months, than has been the case since the 
war started, or since I have been there. It mdicates that we have 
now a possibility of bringing under control the inflation which has 
both been an evidence of the lack of adequate resources and such a 
plague to the country and a hindrance to its recovery. By Us)? 

When prices move as rapidly and violently in an upward direction 


as the figures I have given you indicate, you have absolutely no 
incentive to investment, to doing useful work, to developing the 
country. People are able to make so much more money in specula- 
tion. They so fear to invest their capital, that the normal processes 
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of recovery and reconstruction and healing of a country from the 
wounds of war just don’t operate. 

So, I say to you, I would urge this committee and the Congress 
very strongly to carry on and to make available the amount requested 
for defense support in order to permit us to continue to hold this 
bastion of strength in a difficult situation in the Far East. 

| would like to say a few words about one problem which I know 
has worried those members of this committee who have visited us in 
Korea, and of course has been a source of considerable worry to me. 
That is the organizational and operational problem out there. When 
] was first appointed as United Nations Economic Coordinator for 
Korea, the aspect of coordination represented in that title was terribly 
important. It is still not unimportant. But when I went out there, 
vou will recall, there was already in operation the United Nations 
Korean Reconstruction Agency, financed with United Nations funds, 
to which this country was contributing about two-thirds. 

This organization was subject to the General Assembly of the 
United Nations, and had already launched programs in various fields, 
such as irrigation, agriculture, and industry. At the same time, there 
was a military command there called the Korean Civil Assistance 
Command. That is the familiar civil assistance organization of 
armies which is made responsible for feeding, clothing, and helping 
people in order to prevent disease and unrest behind the lines of the 
troops which would threaten the safety of those troops. 

That organization was bringing in great quantities of rice, of medi- 
cines, lumber for housing, all sorts of things of that type. 

Here were these two agencies operating, one with our military funds 
and the other with the United Nations funds. On top of that it was 
decided, as soon as the armistice was signed, that the United States 
would inaugurate a very large program of reconstruction and rehabili- 
tation. The Congress approved the use of $200 million in the fiscal 
year 1954 for that purpose. 

Well, the possibilities of duplication, of overlapping, of confusion 
inherent in that sort of situation are obvious. I don’t need to expand 
on them. 

[ was given the somewhat difficult task of trying to see that those 
duplications and overlappings and crossed wires were reduced to as 
small a scope as possible. 

I will freely admit to this committee that we did not succeed entirely. 
On the other hand, I am amazed myself as to how well this very com- 
plicated organization has worked, which had inherent in it all sorts of 
possibilities for jurisdictional jealousies and real confusion. It is due 
very largely to the devotion to duty and the fine character of the 
people in our military, in our diplomatic and in the United Nations 
organization out there. There has been the kind of spirit that made 
it possible to sit down and work out methods of operation, so that, in 
spite of this complex looking picture on paper, it has worked reasonably 
well. 

_The general situation is becoming considerably easier, however, as 
time passes and things develop. For example, the United Nations 
Korean Reconstruction Agency is now beginning to phase out. A 
committee of the United Nations General Assembly has concluded 
that no further significant contributions are likely to be forthcoming 
for UNKRA. Certain few countries here and there may still make 
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small donations. A few remaining payments on earlier pledges may 
still come in. So, the United Nations organization is now carrying 
on those projects it bas already started, and has turned over and jx 
turning over to my office, by agreement between us, as they go along. 
the new projects and new business in the areas which they have been 
handling. That tends to reduce the complications arising from the 
number of agencies operating in the same field. 

We bave also phased out, working with General Lemnitzer and the 
military organization, the Korea Civil Assistance Command. We 
still are very dependent upon military personnel to do some of the 
work that is necessary in connection with this very large rebabilita- 
tion program. 

I have some 30 to 40 military technicians working in my office, 
made available to me by the United States Army. I have at the 
sarre time an understanding that I will replace these people with 
civilians as rapidly as it is possible to recruit qualified civilian replace- 
ments. The Army bas been very helpful indeed in making it possible 
for me to retain some of their officers. This job couldn’t have been 
done without this sort of assistance. 

I still have about 80 military personnel, again courtesy of the 
United States Army, who are in what we call my logistic support 
operation. They are mostly enlisted men, who are handling such 
things as messing, billeting, the motor pool, and all sorts of things 
like that. An organization such as ours in Korea has to do its own 
housekeeping. The housing is very limited. The availability of food 
is so limited. All of these things have to be brought in by the Army 
in order that our people may live. 

I thought the committee might be interested to know that we are 
making very real progress toward a simplification of the organization. 
It is working quite well. 

Perhaps you will also be interested in some other matters that | 
would ask the committee to let me discuss off the record, if I may. 
These are rather sensitive questions. 

(Discussion off the record.) 

Chairman Ricuarps. Mr. Chiperfield. 

Mr. CuHIPERFIELD. I am delighted, Mr. Wood, that you are back 
before our committee. You have many friends in this committee 
I might add that you are a most able advocate of this mutual security 
program, and especially the phase in which you are particularly 
mterested. 

Of course, when I looked at your prepared statement and saw that 
you were the Economic Coordinator for Korea, I naturally wanted to 
know how you were coordinating, because that was one of the prob- 
lems that bothered this committee. You went into it, Mr. Wood, in 
some detail. I am very happy that under your guidance the pro- 
grams are being coordinated and are working out. You have really 
answered the main questions I had in mind. I thank you very much. 
That is all I have. 

Mr. Woop. Thank you, Mr. Chiperfield. 

Chairman Ricnarps. Mr. Carnahan. 

Mr. Carnanan. In your prepared statement you say that the 
defense program for this year will do five things. In those five things, 
you say in one of them, “It will improve the effectiveness of Korean 
public service.”” What did you have in mind there? 
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Mr. Woop. I had in mind this problem that I touched on very 
briefly, the lack of competent training of people in all walks of 
Korean life. They were under the heel of the Japanese for many, 
many years and were not allowed to hold positions of responsibility. 

We are attempting, as rapidly as possible, through the exchange of 
students and the sending of people to this country, and the sending 
of experts to Korea, to build up their competence. 

The other aspect of public service is, of course, the power, the trans- 
portation, the fundamental things that are generally public utilities 
in any country. The program will deal with both those problems, 
Mr. Carnahan. 

Mr. CarnawAN. You mentioned the rate of population increase, 
and then the influx of refugees from the north. Are those refugees 
still coming in from the north? 

Mr. Woop. There are practically no refugees coming in now. There 
isan occasional 1 or 2. You have this demilitarized zone 4 kilometers 
wide which is pretty heavily guarded on both sides, and it is almost 
impossible for any large number of people to get across from the north 
to the south. 

| don’t know whether General Lemnitzer would like to add anything 
to what-vhave said on that score. 

General Lemnitzer. The large number of refugees in South Korea 
at the present time is the result of the movement of the frontline back 
and forth in the early days of the Korean war. There are many 
millions of refugees in the Republic of Korea at the present time, who 
present a major problem in housing, getting settled on the land and 
becoming self-supporting. 

Mr. CarnawAan. Are living conditions in the northern section of the 
country such that it would encourage the people from the north to 
go into the southern section if they could? 

General Lemnirzer. From the information that is available to us, 
the conditions in the Republic of Korea are far better than they are 
in North Korea. 

One of the most important things that the people fear in North 
Korea is the taking over by the Chinese—one of the worries of most 
North Koreans, is the fact that the Chinese are gradually taking over 
and controlling North Korea, marrying Korean women and settling 
in North Korea—in summary, they are colonizing North Korea. 

_ Mr. Carnanan. I would like to ask one other question. Perhaps 
it ought to be asked off the record. 

(Discussion off the record.) 

Mr. Woop. In connection with your question concerning the refu- 
gees from the north, Mr. Carnahan, | should like to pay tribute to 
what the Korean Civil Assistance Command, the military organiza- 
tion, did in respect to handling this most difficult situation. 

_ There were estimated somewhere between 3 and 5 million refugees 
in the territory of the Republic of Korea. The army swept back 
and forth. These people picked up their pitifully small belongings 
and just moved down en masse in front of the army—moved back 
and forth. They were uprooted. It is still a very big problem. But 
it is so much less of a problem because of the job of the Korea Civil 
Assistance Command, some of our voluntary agencies, and UNKRA. 
They took care of these people. They inoculated them against 
diseases, As I said in my statement the incidence of some of the 
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major communicable diseases is no greater in Korea now than it js jp 
the United States. They gave the refugees a little lumber. They 
ave them a little cement. They gave them a little roofing paper 
hey helped them with rice and fertilizer. They distributed a fow 
pigs here and there. 

These people settled down somehow and began to support them- 
selves. Some of them started making salt in little salterns on the 
west coast. I tell you, it is a great thrill to see what has been done 
about this. It shows what a strong and courageous and hard-working 
people the Koreans are, and how valuable it is to give a little help 
to this country. 

These refugees could have become public charges, a real danger to 
public safety, but they are becoming good citizens of the Republic of 
Korea. 

The other thing I wanted to mention is something that I should 
probably say off the record. 

(Discussion off the record.) 

Chairman Ricuarps. Mrs. Bolton. 

Mrs. Boiron. Mr. Chairman, I have one or two questions. | 
don’t know whether they will want them on the record or off the 
record. I would like to make inquiry of Mr. Wood, how many em- 
ployees do you have, American employees working in your area? 

Mr. Woop. I have the figures right here. Americans, exclusive of 
the 80 enlisted men that I have in my logistic support group, are 
about 210, including 23 United States military officers. This figure 
also includes 10 Americans detailed to my office from UNKRA. 
I have about 40 non-American UNKRA employees—mostly tech- 
nicians—loaned to me by UNKRA. 

Mrs. Boiron. Do you have any problems with them in the matter 
of morale? 

Mr. Woop. Yes, indeed. I have great problems with them. As 
a matter of fact, some of them have cracked up and have had to be 
sent home because they couldn’t take it. 

Mrs. Boiron. What about the General? Do you have pretty 
heavy morale problems over in Korea? 

General Lemnirzer. Yes, we do. Off the record. 

(Discussion off the record.) 

Chairman Ricuarps. Mr. Hays of Arkansas. 

Mr. Hays of Arkansas. I wanted to ask Mr. Wood a question that 
grows out of a memorandum that I received from one of my con- 
stituents who is interested in the fertilizer business. 

I think the best way to get the information he is interested in, if he 
is entitled to receive it, is to read you his comment. You touched 
on it a minute ago. My only interest is to give him any information 
about your policy on that that he is entitled to as an American 
producer. I don’t have any ideas on it at all. 

He says here that he understands that there has been a provisionally 
approved order PA-6013, appropriation for Korea, to purchase 
approximately $10 million worth of fertilizer. And instead of the 
Korean Government making the purchase for the farmers, as they 
have in the past, that you contemplate a change, procuring the 
fertilizer through commercial channels. 

Apparently he is disturbed by it.| I just wonder if you could give 
me something that I could tell him. 
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He says that the money supply in Korea is so short that the traders 
and users alike are unable to raise local currency necessary to import 
and utilize the American aid goods. Can you enlighten me on that? 

Mr. Woop. As a matter of fact, I will be glad to come and see you 
and talk to you later on this. 

Mr. Hays of Arkansas. Why don’t we do that. 

Mr. Woop. The main problem is that we want to get away from 
Government procurement and into private procurement as rapidly as 
possible, which is one of the things which the law indicates is desirable. 

Mr. Hays of Arkansas. This order is related to that. 

Mr. Woop. Exactly. 

Mr. Hays of Arkansas. I also wanted to ask you about the U.N. 
activities over there. General Coulter is still in charge of that setup? 

Mr. Woop. Yes. 

Mr. Hays of Arkansas. Relations are still excellent? 

Mr. Woop. Magnificent. He is a fine man. We couldn’t have 
had a finer gentleman, an abler man to work with. It is one of the 
keys to the success of my job. 

Chairman Ricuarps. Who is that? 

Mr. Woop. General Coulter. 

Mr. Hays of Arkansas. He made a fine impression on the U. N. 
Economic Committee on which I served. I just wanted to get that 
footnote in. 

I want to ask too if you aren’t disturbed somewhat by the drying 
up of the U. N. activity there. 

Mr. Woop. Of courselam. I think the U.N. activities are terribly 
important, as I think I told this committee, or at least the subcom- 
mittee when they came over to Korea. 

It seems to me that the emphasis on United Nations activities there 
in Korea is a splendid thing from all standpoints. My wish would 
be that it would continue as actively as feasible. Actually, it will 
continue to be an important element in the picture, I should say, 
for another year and a half, possibly 2 years, because there are some 
long-range projects that are being carried out which the UNKRA 
management and staff should follow through to completion. 

Mr. Hays of Arkansas. Let me ask you then, if you have time to 
take a look at our U. N. report that Mr. Merrow and I have made, so 
that when you talk to me about the fertilizer, we might talk about 
some of the things that we might do to keep the programs stimulated. 

Chairman Ricuarps. Mr. Vorys. 

Mr. Vorys. How many personnel have UNKRA now? 

Mr. Woop. As I recall it, they have about 100 working for them 
now. In addition, they have detailed some 40 or 50 to me, chiefly 
doctors and nurses that we can’t recruit in the United States, and 
some people in the ports. I don’t have the exact figure with me. 
I could get it for you. 

Mr. Vorys. Would you get it, because my impression has been 
up to now that 

Mr. Woop. They have reduced considerably in the last 6 months. 

(The information requested appears on p. 370.) 

Mr. Vorys. That they are overstaffed and way underworked. 

As to your own report to us, I am enormously encouraged. — I 
congratulate you in dealing with a terribly hard job. I-note the im- 
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provement in the production of electrical current that was just under 
way when we were there, and in transportation. I think you have 
planned to try to pull this country up and out as much as you can. 

What is the hwan worth now on the open market and by our 
agreement——— 

Mr. Woop. The official rate, Mr. Vorys, is 500 hwan to the dollar. 
When I left Korea a little over a week ago, the black market rate for 
greenbacks was around 900. 

Mr. Vorys. That has gotten worse, then. 

Mr. Woop. It has gotten worse again in the last several months. 
These things do fluctuate. It is a ticklish situation because of the 
increase of the money supply that is still going on, even though prices 
have been held level. A 50-percent increase in the money supply 
occurred in the 6 months from July to December. 

Mr. Vorys. They meet their deficit by printing greenbacks; is 
that it? 

Mr. Woop. Or by borrowing from the Bank of Korea, creating 
money, in any event. That is what we are, of course, trying to help 
them to overcome. 

Mr. Vorys. That 500 is a better official rate than you had in 
early 1954? 

Mr. Woop. Yes. There was an agreement reached when the 
Korean mission was here last July and August, I think it was, that 
the Korean Government would establish the rate of the hwan officially 
at 500 to 1. The price level has held reasonably well. These black 
market quotations, of course, are not truly representative of the 
value of the currency. They exaggerate the depreciation because 
it is a very thin market. It is also an illegal market. These prices 
are only one indication of what might be the purchasing power, but 
certainly not a conclusive one. . 

Mr. Vorys. Do you still have that organization, I forget the initials 
of it, where our soldiers volunteer, in their spare time, to do rehabili- 
tation projects. 

Mr. Woop. AFAK. 

General Lemnirzer. The Armed Forces Assistance to Korea is 
one of the finest efforts of its kind that has ever occurred anywhere. 
The United States Armed Forces, on their own initiative and responsi- 
bility began to build schools, churches, dispensaries, assist with small 
irrigation projects all at their own expense. There have been 
thousands of these projects which have been completed to date. 

Recently an inventory has been compiled which will show thousands 
and thousands of buildings all over Korea which will be a monument 
to the American Armed Forces. These buildings and the purposes 
they serve make a very deep impression on the Koreans. I regard 
the Armed Forces assistance to Korea. effort as the finest undertaking 
by the United States Armed Forces in our history. 

Mr. Vorys. I wonder if it isn’t_unique in history? 

General Lemnirzer. I am sure it is. 

Mr. Vorys. One more question, If I can, Mr. Chairman, It !s 
just a little question. The general took a cut at it, and I would be 
glad to have Mr. Wood take a cut at it too: How do you answer the 
question that we ask, and that the Koreans asked us when we were 
over there, how is this all coming out in Korea? What is the end of 
the story? It is just a little question. 
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Mr. Woop. I don’t know that anyone can answer that question. 
| have thought about that a lot. 

Mr. Vorys. I know you have. 

Mr. Woop. The longer I think about it, the more I return to what 
perhaps might be called an evasion of it. 

I have had the experience, and I am sure you have had, too, Mr. 
Vorys, in your life, of getting to a situation where you just couldn’t 
see how it could possibly come out right. I think we have all felt 
that way about various stages of our experience in the European 
recovery program, especially at the beginning, when the French elee- 
tions were going badly and the Communists were taking over Italy, 
or so we thought, when the British pound was collapsing in spite of all 
the aid we gave. 

In my own personal life I have discovered, because there wasn’t 
anything else to do, if you keep on doing what you think is constructive 
and right, somehow some higher power comes in and solves the prob- 
lem, and you go on living and you get out of the awful mess you are in. 

About all 1 come out with as the answer to your question is that 
I think we are following that kind of a course, at least in our actions 
in Korea. I would like to continue doing it, and perhaps depend on 
God to show us a way out of this, which I am not wise enough to see 
at the moment. 

I am afraid that is the best answer I can give. I do see the pos- 
sibility, as I discussed it with some of my friends on the committee 
when they were out there, I do see the possibility as we go along, 
barring crop failures, the renewal of the war, or things like that, of 
a gradual reduction in the amount of defense support aid that we 
would ask the Congress to grant. 

That is a natural-and proper thing that ought to develop as we 
get power facilities, which will help increase production and so reduee 
the need for aid, and as we get a fertilizer plant or two built and we 
don’t have to pay for the import of [security deletion] million worth 
of fertilizer to make it possible to maintain an adequate rice crop. 
That I can see, Mr. Vorys. 

As to the broader issues of how ultimately we get to a world that 
you and I would be happier to live in, with less of fighting, controversy, 
evil, sin, in it—a world in which little Korea could live at peace and 
not be trying to support such a huge army, as to how we get there, 
all I can say is, let’s keep on doing what we think is constructive and 
right and maybe we will get there. 

General Lemnitrzer. Your question has a military side also. Just 
how long do we have to maintain these large forces in the Republic 
of Korea? 

As I pointed out earlier, I believe it is closely linked to the struggle 
that is going on all over the world, the East-West struggle. I don’t 
believe anyone can forecast when and how that struggle is going to end. 
_ From my point of view, I feel very strongly that we have a very 
important stake in Korea. The cost of the Korean war was very high 
inlivesandin money. The total casualties in the forces fighting under 
the United Nations Command were approximately 1,500,000, of which 
nearly one-half million were killed. I suggest that the remainder of 
my answer be off the record. 

(Discussion off the record.) 

General Lemnirzer. As I indicated when I made my presentation 
the other day, there is a most important psychological issue at stake 
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which has a direct bearing on the maintenance of our position in Asia, 
I think every Asian is closely observing our accomplishments jp 
Korea: Each is asking himself—does it pay for a small nation like 
Korea to aline itself with the United States, to oppose Communist 
aggression? I believe that the answer to this question is very im- 
portant to the future position of the United States and the free world. 

Chairman Ricuarps. I don’t want you, General, or Mr. Wood, to 
misunderstand my position. If we mean what we say as to the 
defense of the United States and the free world, we have to establish a 
defensive zone over there. It is one of the things that we just have to 
do. I agree with you about that. 

: I don’t know how much money you are going to have to have, but 
agree. 

Mr. Vorys. Could I just throw in this on this total question? 
Some of you in this room were with us when we interrogated a gen- 
eral named Eisenhower about NATO and came to this overall final 
question: What is going to be the end of the cold war? 

He said, ‘“Maybe old Lenin was right, when he said, ‘Communism 
and the free world cannot exist indefinitely side by side. One or the 
other must fall.’’’ General Eisenhower then said, ‘‘We intend to 
continue to exist. That means they will finally fall.” Maybe some 
of you remember that. I think it was in 1950 or 1951. 

Chairman Ricuarps. Mr. Selden. 

Mr. Se_pENn. General, it has been pointed out in testimony before 
this committee several times recently that the Chinese Communists 
are flagrantly violating the terms of the Korean armistice. I wonder 
how long we will be able, under those conditions, to continue to con- 
form to the terms of the armistice without seriously jeopardizing our 
military position in the area under your command? 

General Lemnirzer. The United Nations forces are meticulously 
carrying out the provisions of the armistice agreement. The Com- 
munists, on the other hand, are violating it; obviously, such a situa- 
tion places us in a most unsound military position. I believe that 
the Communists have obtained important military advantages as the 
result of their deliberate and intentional violations of the terms 
of the armistice agreement. 

(Discussion off the record.) 

Mr. SeLpENn. In other words, it does put us in a very bad position, 
and the longer we continue under those conditions the worse it is 
going to be? 

General Lemnitzmr. I would say so. 

Chairman Ricuarps. Let me tell the committee that tomorrow 
morning we have scheduled the Administrator of the Foreign Agr- 
cultural Service, Mr. Garnett; Mr. White of the Food and Agriculture 
Division of ICA, and Dr. Fitzger ald on the Asian fund. We have to 
recess in a minute because of the quorum call. I think possibly we 
may have to continue this afternoon. We weren’t scheduled to have 
a hearing. Dr. Judd has some questions, I know. Or could we 
finish this morning? What do you think about that? Mr. Fulton 
has some questions, too. Would you prefer to come back at 2:30? 

Mr. Jupp. I would rather finish it now.. We have 15 minutes. 

Chairman Ricuarps. All right. 

Mr. Jupp. I first want to say a word along the lines you have been 
discussing here, the ultimate end. .We have been inclined to.assume 
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the only way this impasse could end was by liberation of the captive 
peoples. There is another word we ought to keep in mind, transforma- 
tion. Perhaps that could occur. I think this downgrading of Stalin 
is a lot more serious than people realize. For when they set out to 
discredit their teacher, Stalin, they are discrediting his teacher, Lenin, 
and they are discrediting his teacher, who was Mar x. . How in the 
world they can prevent deterioration of their ideology, which is the 
thing Communism has to stand on over a long period of time, is beyond 
my ability to see. 

Therefore, I feel that of all times, this is the time for us to hold 
steady. There are cracks appearing, and transformations can take 
place. They are not doing this downgrading to fool us. They have 
a lot easier ways to fool us than that. They wouldn’t go to such 
an extreme unless there were terrific pressures of some sort, terrific 
necessities. They are taking a terrific gamble. Let’s keep the heat 
on them. 

A question for Mr. Wood. When we were over there last fall in the 
last session, we raised this question: Here we are putting in some 
(security deletion] million to kind of keep their nose above water but 
never getting over the hump. JT asked you how much more it would 
take for, say, 1, 2, 3, or 4 years, to get this economy so that it could be 
reasonably self- -supporting. As I recall, you said if they could step 
this up $150 million for 2 or 3 years, you could get over the hump: 

) It could become self-supporting, save us money in the long run, 
nearly self-supporting; (2) it would have the psychological impact 
upon all of Asia that we identified ourselves with Korea, Korea made 
good, that in the long run it would save us money. 

Do you agree with what vou told us last fall? 

Mr. Woop. I certainly do. 

Mr. Jupp. I notice in the book [security deletion] that practically 
all of the increase goes into the military. There is none of the increase 
that vou were talking about in these new figures, or practically none? 

Mr. Woop. Part of it is there. 

(Discussion off the record.) 

Mr. Jupp. Here is the place I am in favor of increasing money, if it 
will do what you men on the job say, to get enough capital improve- 
ment to make Korea’s economy a going concern. You have the new 
powerplants. You have the new railroad to open the coal mines. 
You have the expanded textile mills. Those are three gains. 

If you could get enough industrial capacity for fertilizers. 

(Discussion off the record.) 

Mr. Jupp. If you could get that taken care of, that one item 
[security deletion] in 5 years it would repay your increase. Then they 
could support themselves. 

It seems to me this is a sensible thing to do, Mr. Chairman. I 
would favor our committee, in our report or somewhere, stressing that, 
to put in more for capital improvement will in the long run save us 
less and achieve your objective, hit two targets. Do you agree with 
that, General Lemnitzer? 

General Lemnitzer. I believe you said, ‘Save us less.”’ 

Mr. Jvpp. I meant saveus more; cost us less. Do you agree with 
that? 

General Lemnirzpr. Yes, I do. 

Mr. Jupp. The other question I wanted to ask is this: Mr. Rhee 
is our single greatest asset, isn’t he? 
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General Lemnirzer. I regard him as a very strong asset. 

Mr. Jupp. What would we do if we didn’t have his leadership there 
to hold the thing together? 

General Lemnitzer. The leadership would have to pass to other 
individuals. 

Mr. Jupp. Is the Japanese claim to all the property that has been 
privately and publicly owned in Korea by the Japanese civilians and 
Government, and which was perhaps'the No. 1 obstacle to getting some 
kind of settlement, are the Japanese still maintaining that? 

General Lemnrrzer. I discussed this point earlier. I would like to 
keep this off the record, but I would like to answer your question. 

Mr. Jupp. If it was discussed earlier, I will read it in the record. 
Can you answer it shortly for me, if it is not in the record? 

Chairman Ricuarps. Perhaps we had better come back up here 
this afternoon. We have other people who want to ask questions. 

Mr. Jupp. That is an important issue. Japan and Korea are like 
Greece and Turkey. If they can’t get together, you can’t get real 
strength out there. 

Chairman Ricuarps. Do you want to ask a question, Mr. Pilcher? 

Mr. Piicuer. I don’t want to miss the rolleall. I would rather 
come back this afternoon. 

Mr. Jupp. Going along the same line, I noticed in the paper last 
night that we are going to build up the air force in Japan, the capacity 
in Japan to produce up to 250 jets. That is the kind of thing that 
terrifies Korea, of course. 

General LemnitzerR. Could I discuss this matter off the record? 

(Discussion off the record.) 

Mr. Futon. I want to welcome and say that we are glad to have 
both of these veterans come back. I think they are veterans of the 
Marshall plan, and I think a couple of them are actually Purple 
Heart veterans at this table on these wars that we have been in around 
this table. 

I am glad to see that it has progressed m Korea as much as it has. 
I think both these men are to be complimented for their leadership 
and work in cooperation with the Korean Government. 

If you would submit for the record how we might be able to supple- 
ment the voluntary program of the Army people there in assisting on 
building outside Korean institutions, for example, with counterpart 
funds, or otherwise, I would appreciate it. You do not need to answer 
it now. I would like to have that in the record. That is one part of 
the program that I think we are getting credit out of as well as an 
economic gain. ‘Thank you very much. 

General Lemnitzer. I was going to reply that we have a $2 million 
program for materials for the operation of this program, which is 
known as the Armed Forces Assistance to Korea, for fiscal year 1957. 

Mr. Futtron. Why don’t we up that? 

General Lemnitzpr. Primarily because of the lack of supervisory 
personnel which results from the reduced size of the United States 
Army forces in Korea, Mr. Fulton. We have taken a good hard 
look at the 1957 program and believe that is about the maximum we 
can properly supervise with the Army forces in Korea at the present 
time. 

Mr. Futton. Couldn’t Mr. Wood help you on some of that 
supervision? 





MUTUAL SECURITY ACT OF 1956 365 


General LemnitzER. Mr. Wood doesn’t have the people to supervise 
the AFAK program. 

Mr. Woop. I think this “is being done to the fullest extent that 
our Army, and they are very competent in this field, can use money. 
We have in each case gotten together and said, “‘How much money 
can properly be used for this AFAK problem,” and have in each case 
included that request in the total request for foreign aid. 

General Lemnitzer. That is right. 

Mr. Weop. When we had larger numbers of our troops there, it 
was as high as $15 million 1 year. Then $5 million. It is now 
$2 million. 

General Lemnirzer. $2 million for fiscal 1957. 

Mr. Fuuron. I felt it was diminishing. I would rather see it go 
back up again. 

Mr. Jupp. I would like to ask three questions. I wish you would 
repeat for the record something you said the other day that impressed 
me particularly, because so many people in the United States have 
been saying, “If we could get out of this United Nations team and 
do this ourselves, since we are supplying most of the money and most 
of the men, we wouldn’t have to be hamstrung or handcuffed by the 
United Nations.’”’ You made the statement that you felt the United 
Nations was a very great asset to it. 

General Lemnirzer. I feel very strongly that we should maintain 
the character of the United Nations Command. By so doing, we 
retain in Korea something that closely resembles a collective security 
arrangement. The Communist Chinese and the North Koreans, if 
they attack, they know that they will be attacking not only the 
Republic of Korea but also attacking all the nations of the United 
Nations Command including the United States. 

This point I regard as extremely important. ‘This is why | urge the 
retention of the present character of the United Nations Command. 

Mr. Jupp. You recognize it somewhat restricts our freedom of 
action, but you think the gains or the values far outweigh those re- 
strictions upon us? 

General Lemnitzer. Ido. I feel that the deterrent value is beyond 
calculation. 

Mr. Jupp. That is the point. The very fact that it is 16 nations 
not one, deters the Communists a good deal. If it were just one 
nation, they could represent it as an evidence of American imperialism. 
Off the record. 

(Discussion off the record.) 

Mr. Vorys. Do either of you see any reflection in the actions or 
words or anything else of the North Koreans or the Red Chinese in 
line with the spirit of Geneva, sweetness and light, and all that sort 
of thing? 

_ General Lemnirzer. I do not, certainly not in Korea or anywhere 
in the Far East. 

Mr. Vorys. You certainly kind of have to keep track of what is 
going on in North Korea, I would think, in your business? 

General LemnitzEr. We deal with the Communists only through 
the Military Armistice Commission at Panmunjom. They are just 
as arrogant and truculent as ever. They deny all armistice viola- 
lions, regardless of the facts. They are very quick on the trigger. 
hey shoot first and ask questions later. If someone happens to get 
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across the line of demarcation or if an airplane or a helicopter flies 
near to the line, they are likely to be shot down by the Communists. 

Mr. Vorys. Did you say that on or off the record the other day? 

General Lemnirzer. On the record the other day. 

Mr. Vorys. I understood that there are incidents in increasing 
number, not maybe significantly, but an increasing number. 

General Lemnirzer. There are frequent incidents along the de- 
militarized zone. 

I would like to say the Communists in North Korea are the same 
people who launched the aggression against the Republic of Korea in 
June 1950, without warning or justification. They haven’t changed 
their attitude. They are training intensively. They are reorganiz- 
ing, reequipping their troops; for what, we do not know. 

Chairman Ricuarps. There was something that I was particularly 
anxious to ask you about. That is the matter of pay to the Korean 
troops. As I understand it, you have a system of rotation over there 
that you have some sort of reserve? 

General Lemnitrzer. That is correct. There is a draft law operat- 
ing in Korea not unlike our own. The period of service at the present 
time is 3 years. Men come into the service and serve their tour of 
duty. Some decide to stay in the armed services, but many return 
to civil life when their tour of duty is completed. Those who do 
return to civil life and have had the benefit of military training are 
now being assigned to the newly activated reserve divisions which 
are presently being organized and established. 

Chairman Ricuarps. Do you have enough trained officer reserve 
to follow that policy, too? They don’t get very good pay. 

General Lemnirzer. A substantial number of officers are also 
returning to civil life. However, they also move into the reserve 
program. The Republic of Korea Army particularly is doing an 
exceptionally fine job in establishing its reserve program. Our 
officers who are working with them have been very much impressed 
by the way they are proceeding with their reserve program and the 
results that they are achieving. 

Chairman Ricuarps. The Communists are not keeping the United 
Nations obligation agreement about military buildup in North Korea. 
That is more or less what we expected. Our people never believed 
that they would, did they? 

General Lemnirzer. I am not familiar with all of the circumstances 
under which we agreed to the terms of the armistice. I believe, 
however, that the Communist record is very clear concerning their 
lack of adherence to agreements which they have signed. 

Chairman Ricuarps. Have they derived any great advantage from 
building airfields? In the case of hostilities, you would try to knock 
them out right away? 

General Lemnirzer. The principal Communist violation of the 
armistice agreement has been the building up of an air force which 
they did not have in Korea at the time the fighting stopped on July 
27, 1953. 

Chairman Ricuarps. That is back in China, isn’t it? 

General Lemnirzer. A large part of their Air Force is presently in 
North Korea. 

Mr. Vorys. How many minutes from Seoul? 

General Lemnitzer. Only a very few minutes from Seoul. 
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Chairman RicHarps. Do you want to ask anything else? 

Mr. Vorys. No. 

Chairman RicHarps. Gentlemen, we appreciate your coming up. 
Mr. Wood, how long will you be here? 

Mr. Woop. Another couple of weeks. 

Chairman Ricaarps. And you, General Lemnitzer? 

General LemnirzErR. I expect to be here about a week longer. 

Chairman Ricuarps. If something particular came up, you would 
be available? 

General LeMNiTzER. Yes, indeed. 

Mr. Woop. You know I am an old hand at defending requests for 
money. I have just jotted down a note on a point which I think 
people ought to think about, when they talk about the amount on the 
floor. 

If any substantal cut is made in the Far Eastern proposition, it has 
almost inevitably got to come out of Korea. 

(Discussion off the record.) 

Mr. Woop. The idea of cutting the appropriations substantially 
would mean that you would have to take it out of Korea. I just 
don’t believe that you can afford to take anything out of Korea. 

Chairman Ricuarps. There is some flexibility in the program for 
the Far East so that you might get some funds from some place else. 

Mr. Woop. If you reduce the total amount, and you have such a big 
and important thing to deal with, you are bound to have to slice some 
of this, and I don’t think you can afford to in our own interest. 

Chairman Ricwarps. You are speaking primarily of economic aid 
or the entire program? 

Mr. Woop. Both. They all merge in together. It is hard to sepa- 
rate. We call one one thing and another another thing. About 
one-half of the counterpart proceeds of our economic aid goes directly 
into the military budget of the Republic of Korea. 

What you really have is a military-aid program, in a sense, called 
an economic-aid program. The two are essential parts of the same 
thing, with the same purpose—the strengthening of our ally, Korea. 
It doesn’t make sense to try to separate them. They all contribute 
‘. the one thing we are trying to accomplish in Korea and in the Far 
Last. 

Chairman Ricuarps. I am inclined to agree with you. If there are 
any cuts in military aid, the way things are in the rest of the world, I 
would say they ought to apply somewhere else. They ought not to 
apply in the Pacific. The same thing may apply to economic aid. I 
don’t know. That question is going to receive very careful considera- 
tion by the committee. 

Mr. Vorys. I don’t think I want this on the record. 

(Discussion off the record.) 

Chairman Ricwarps. Is it 50 percent of the budget or 70 percent 
of the revenue, and does it go to the local government? 

Mr. Woop. It goes for all purposes of the Government, including 
for example, the payment of wages for laborers who build power- 
plants, using the equipment that is bought with our aid. 

The fact is that in 1956, roughly speaking, the Korean Government 
collected from all sources, except the sale of our aid goods, roughly, 
100 billion hwan or will have collected that amount by the end of this 
fiscal year. Its military budget is about 70 billion hwan. 
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Mr. Vorys. Is that part of its military budget that is not contrib- 
uted to by the United States? 

Mr. Woop. No, sir. This is the further qualification. Of the 
70 billion hwan of its military budget, just about half is financed 
with the counterpart or sales proceeds of the aid goods that we bring 
in. That is not the total of the sales proceeds. There are more 
sales proceeds than that 35 billion hwan, which finances half their 
military budget. These additional proceeds are used for the de- 
velopment program. 

Mr. Vorys. Here is what I would like to get. I still don’t get it 
clear. I thought I had it and then I lost it. 

Of the revenue that the Government of Korea collects, how much 
do they spend on defense, and how much otherwise? 

Chairman Ricuarps. Now, just answer that. Don’t go into all 
these figures you have. Just answer that question. 

Mr. Woop. They collect 100 billion hwan. They spent 35 billion 
hwan, roughly, of their own money collections, exclusive of aid goods 
sales proceeds on their military budget. 

The other 65 billion hwan of their collections from their own 
sources—exclusive of the aid goods sales proceeds—goes to all sorts 
of other necessary government services. 

Finally, let me make one other statement. This is partly a question 
of bookkeeping. They have revenue of a certain amount from their 
own sources—for example, their taxes. They happened to put 
35 billion hwan of this into their defense budget and 65 billion hwan 
into something else equally important. They might have financed 
the whole of the 70 billion hwan defense budget from their own 
revenues and have used the counterpart of our aid for things which 
they now use their own money for. It is partly a bookkeeping matter. 

I don’t want yeu to reach conclusions that are not valid here from 
the statements I made. Do you see what I am driving at? 

Mr. Vorys. I suppose if it weren’t for our defense support, which 
gives a boost to their economy here and there, they wouldn’t collect 
so much money? 

Mr. Woop. That is true. 

Mr. Vorys. It is inextricably tied up in Korea. 

Mr. Woop. Suppose they didn’t have defense support, and therefore 
had no sale of aid goods, they would still have a 70 billion hwan 
military budget, They would still only have 100 billion hwan collec- 
tions, and probably less than that. But suppose they had the 100 
billion hwan from their own sources—exclusive of aid goods sales 
proceeds—and had to put the whole seventy into defense out of 
their own revenue. They would only have thirty left for all the 
other things that have to be done by the Government in Korea. 
It wouldn’t meet the situation. 

Chairman Ricuarps. As a matter of fact, it makes our contribution 
more. There is no question about that. ‘As an actual proposition, 
it makes our contribution to defense more than you say it is? 

Mr. Woop. Very much more. I think it is very important to put 
a substantial amount of the aid goods sales proceeds into the defense 
budget, to give the psychological support to the defense effort. 

Chairman Ricnarps. I want to go back to fundamentals. You 
said they collected 100 billion hw an? 

Mr. Woon. Yes. 
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Chairman Ricuarps. And then you came along with 70 billion or 
70 percent of what? 

Mr. Woop. As the defense budget. That is where you get your 
70 percent. 

Chairman Ricuarps. Part of it is derived from counterpart funds. 
I refer to the 70 percent for defense. 

Mr. Woop. Part of it is met with 35 billion hwan of our counter- 
part. May I say one thing right here at this point? These Korean 
budget figures I am giving you are the latest figures. They are some- 
what different from the figures that you will find in the books that 
were put before you, because there has been a change in the Korean 
budget since these figures were prepared. 

Mr. Vorys. The staff is just calling my attention to the fact that 
these figures which are so important are marked confidential in our 
books. I hope you can clear these figures. 

Mr. Woop. I think we can, Mr. Vorys. I see your point. I 
think that this budget that I am talking from has now been published 
in Korea. I may want to change some of the figures. 

Mr. Vorys. It says 34 percent in the book and yours adds up to 
35 percent of their revenue that goes into defense. 

Mr. Woop. That is right but on the basis of more recent data 
about 50 percent of their budget will be devoted to defense expendi- 
tures. 

Mr. Vorys. What is ours? 

General Lemnirzer. 50 percent of our budget. 

Mr. Woop. We are putting a greater portion of our budget into 
defense than this country is. 

General Lemnitzer. I believe an additional point should be kept in 
mind with respect to the military side of this question. That is the 
military aid and the direct-forces support, which is a very large part 
of this program which you are considering here; our military aid 
provides the hard goods, the weapons, the ammunition, the military 
equipment which the Koreans cannot provide for themselves under 
any circumstances. A very large portion goes into direct-forces 
support which includes many such items as cloth to make uniforms 
and gasoline to operate their vehicles. Accordingly, the military 
and the direct-forces support portion of this program is absolutely 
vital. There could be no strong Republic of Korea armed forces with- 
out it. 

Mr. Woop. That is right. 

Mr. Vorys. What does it amount to per capita? 

Mr. Woop. The total of all aid? 

Mr. Vorys. Our contribution, the whole business. 

(Discussion off the record.) 

Mr. Vorys. The comparison is illusory. It is trying to use the 
same yardstick to measure things that really aren’t measurable in 
yards. 

Mr. Woop. That is true, in part. Actually, the figure on gross 
national product of Korea takes into account not only those goods 
which are produced and sold for money; it is also an attempt to 
measure the total value of the production of everything, whether it is 
produced by the farmer and consumed himself, or sold for money or 
bartered. It is a rough guide to the relative standard of living. I 
don’t claim it is accurate to the last dollar. It is a rough guide to the 
relative standard of living. 





370 MUTUAL SECURITY ACT OF 1956 


Chairman Ricuarps. The trouble with these gross national product 
figures is that conditions in various countries are so different that 
general indexes of this kind do not reflect accurately individual 
differences. They really are not comparable. 

Mr. Woop. That is true. 

Chairman Ricuarps. Gentlemen, we appreciate very much your 
coming up. 

(Whereupon, at 12:55 p. m., the hearing adjourned.) 

(The following information was subsequently supplied for the 
record in response to a request by Mr. Vorys. See also p. 359.) 
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THURSDAY, APRIL 19, 1956 


House or REPRESENTATIVES, 
CoMMITTEE ON ForREIGN AFFAIRS, 
Washington, D. C. 
The committee met, pursuant to call, in room G—3, United States 
Capitol, at 10:47 a. m., Hon. James P. Richards (chairman) presiding. 
Chairman Ricuarps. The committee will come to order, please. 
Ladies and gentlemen, we will continue hearings on H. R. 10082, 
“To amend further the Mutual Security Act of 1954, as amended, and 
for other purposes.”’ 
We have with us this morning Mr. Gwynn Garnett, Administrator, 
Foreign Agricultural Service, Department of Agriculture, who will 
speak to us on the subject of agricultural surpluses. Is that correct? 


STATEMENT OF GWYNN GARNETT, ADMINISTRATOR, FOREIGN 
AGRICULTURAL SERVICE, DEPARTMENT OF AGRICULTURE 


Mr. Garnett. That is correct. 

Chairman Ricuarps. Have vou a prepared statement? 

Mr. Garnett. Mr. Chairman, I do not have a prepared statement. 
I shall be talking from a statement that is being submitted to the 
committee by the ICA. 

Chairman Ricuarps. Go ahead, sir. 

Mr. Garnerr. Mr. Chairman and members of the committee, I 
appreciate this opportunity to appear. I would like to make just a 
very brief statement of the surplus problem and its bearing on the 
ICA legislation. 

At the present time the accumulation of surpluses has reached an 
$8.9 billion level. During the last crop year, when we had one of 
the best agricultural producing years, the production was out of 
balance by about 2 percent; in other words, the accumulation of 
CCC surpluses was within 2 percent of the total demand for agricul- 
tural products. 

This has been brought down to this near balance by acreage controls 
and lowering of prices, and we hope that the soil bank, when it is 
passed, will remove the remaining imbalance of agricultural produc- 
tion. So that we are coming close to getting supply and demand 
into shape. It is a matter now of disposing of the surpluses. 

A great many efforts, as you know, have been made to move 
surpluses particularly abroad. In the last year approximately a 
third of all the exports of agricultural products moved under special 
Government programs. 

Among those the important ones are the direct sales of the CCC, 
which in 1955 amounted to a half billion dollars. During fiscal year 
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1955 our barter transactions amounted to $282 million. Under 416, 
which is a relief and personal aid program, 19 welfare agencies dis. 
tributed approximately $250 million worth of surplus farm products 
in 74 countries. 

Then a further method is under title II of Public Law 480, which 
authorizes assistance in meeting famine or other urgent relief require- 
ments. Under that authority, in 1955, $186 million were shipped 
abroad. 

Then, more particularly, under section 402 of Public Law 665, 
which Mr. White will discuss in greater detail later, there were $467 
million moved. 

One of the major programs for the exporting of surplus farm products 
is title I of Public Law 480. The act provides for the sale of farm 
products for local currencies, which accrue to the account of the 
United States. 

An important aspect of that program is that the sales are placed 
under such conditions that they do not unduly disrupt the foreign 
market price levels or displace our own exports. 

I should say that up to this time agreements have been made with 
25 countries, and the total CCC investment that has been used up to 
this time is $1% billion. 

That amounts to a market value, including transportation, one-half 
of the transportation, to the receiving countries of $936 million. 

We believe that the act has been implemented, that is, the act set 
up standards for protecting United States markets, for protecting the 
general world price level. We think that procedures have been set 
up to do that. An evaluation of the program up to this time I think 
would indicate that shipments are ahead of planned schedules, that 
the program has facilitated the movement of a very large volume of 
farm products which otherwise would not have been sold, and that 
prices have not been unduly disrupted. 

The only other point I would like to make is that of the 25 countries 
with which 480 agreements have been made; farm products have 
moved under section 402 of Public Law 665 in 6 of those countries 
during fiscal year 1956. 

In those 6 countries, the 402 funds have been used to finance the 
export of the usual marketing requirement in order to qualify a 
country for Public Law 480, title I, program. 

With this, I have no further statement to make, Mr. Chairman. 

Chairman Ricwarps. Thank you, Mr. Garnett. 

Mr. Jupp. What was the total of all those? You gave them item 
by item. Did you add them all up? 

Mr. Garnett. They are not all additive. In fact, I should say 
this 

Mr. Jupp. It is by adding all those that you get this figure of 
more than $7 billion of agricultural commodities sent abroad? 

Mr. Garnett. The 8.9 is the accumulation of CCC surpluses. 

Mr. Vorys. Couldn’t they be added together as he says? All of it 
went out of surpluses? 

Mr. Garnett. One billion two moved out under United States 
Government special programs. 

Mr. Jupp. You gave so much under section 550, so much under 
Public Law 665, so much under Public Law 480, and so much under 
section 416. Have you the total of all those? 
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Mr. Garnett. One billion two. It is approximately a third of the 
agricultural exports of 1955 that moved under special programs, and 
the total was approximately $3 billion. 

Chairman Ricuarpbs. Mr. Garnett, on page 138 of the unclassified 
book you say that you expect to sell about $270 million of surplus 
commodities under section 402; that is right, isn’t it? 

Mr. Garnett. The Department of Agriculture, Mr. Chairman, does 
not have the implementing responsibility under 402. 

If I may, I would refer that to Mr. White. 

Chairman Ricuarps. Will you answer that? 


STATEMENT OF E. D. WHITE, ASSOCIATE DIRECTOR, OFFICE OF 
FOOD AND AGRICULTURE, INTERNATIONAL COOPERATION 
ADMINISTRATION 


\ir. Wurrr. Would you restate the question, Mr. Chairman? 

Chairman RicHarps. You say you expect to sell about $270 million 
this year under section 402? 

Mr. Waiter. That is right. 

Chairman Ricuarps. And I think you had about 300——— 

Mr. Waits. The authorization was for at least $300 million under 
section 402 for fiscal 1956. 

Chairman Ricuarps. Does that mean that $30 million would be 
lost to the program? 

Mr. Wuire. It will be if the $270 million estimate is not exceeded. 
We are doing what can be reasonably expected in order to increase the 
$270 million where it is needed. 

We are unable to say at this time whether or not the $300 million 
will be reached. 

Chairman Ricuarps. Why couldn’t you make your sales smaller 
under the other law, 480, and make the rest of the sales under section 
402 so as to use up the $300 million? 

Mr. Garnerr. Let me say that in the operation of these two 
programs 402 always gets the preference. 

Chairman Ricuarps. Not necessarily by law? 

Mr. Garnett. Not by law. 

Chairman Ricuarps. But by judgment? 

Mr. Garnett. Yes, sir. 

Chairman Ricuarps. 402 does get the preference? 

Mr. Garnett. Yes, sir. So, there are no title I, 480 shipments 
that we make unless they could not be moved under 402. 

Mr. Wuitre. Mr. Chairman, I am prepared to talk on section 402, 
and the relationship between sections 402 and 480, and had planned 
to do so when Mr. Garnett had finished, if that is the pleasure of the 
committee. 

Chairman Ricuarps. If you are then going into the very thing 
that I was asking about, that will be fine. I will have a few other 
questions later. Mr. Chiperfield. 

Mr. Cutperrietp. Mr. Chairman, I don’t know just what the 
procedure should be. The question I have in mind is what Mr. 

1lte—— 

Chairman Ricuarps. We can have Mr. White give his statement. 

Mr. Cuiperrietp. Mr. Chairman, it may be better to have Mr. 
White go ahead with his statement. The questions I wanted to ask 
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were whether there was conflict between 402 and Public Law 49 
or overlapping, and so forth. You may make that clear in your 
statement. 

Chairman Ricuarps. Have you a prepared statement, Mr. White? 

Mr. Wuire. I have, Mr. Chairman, this document, which is 
statement prepared for the committee, a joint statement of the basic 
facts that relate to the 402 program and to the 480 program and the 
various related circumstances. 

We will put this into the record, with your permission. We will 
talk to this paper. 

Chairman Ricuarps. Without objection, the prepared statement 
will be placed in the record at this point. You go ahead and make 
your statement. 

(The statement referred to is as follows:) 


Errect oF SuRPLUS AGRICULTURAL ComMopiTy LEGISLATION ON THE Mutva. 
SECURITY PROGRAM 


Knowledge of the complex relationship between surplus agricultural commodity 
programs and mutual security programs is essential to an understanding of the 
administration of the latter. 

This document has been prepared to reflect a coordinated executive branch 
view on this many faceted problem. It is divided into six main parts. Parts 
I through IV deal with section 402 of the Mutual Security Act, as amended; 
title I of the Agricultural Trade Development and Assistance Act of 1954 (Public 
Law 480), as amended, and the relationship between the two. Parts V and V1 
deal with the ocean freight requirements of titles II and III of Public Law 480. 


I, SECTION 402 OF THE MUTUAL SECURITY ACT OF 1954 AS AMENDED 


In its 8 years, ICA and its predecessor agencies have financed for export more 
than $7 billion worth of agricultural commodities. However, the first agricultura! 
surplus disposal language which appeared in the mutual security legislation was 
included under section 550 of the Mutual Security Act of 1951 as amended. 

Since that time mutual security appropriations have been used to the maxi- 
mum extent consistent with the principal purposes of the mutual security legisla- 
tion to finance the export of agricultural commodities. 


A. Operations under section 550 

Section 550 was similar in several respects to legislation now embodied in title | 
of the Agricultural Trade Development and Assistance Act (Public Law 480) in 
that the sales (a) were for local currency, (b) were required to be additional to 
usual marketings of the United States, (c) prices were required to be consistent 
with world market levels, and (d) the eligibility of commodities was determined 
by the Secretary of Agriculture. 

The two pieces of legislation were dissimilar, however, in that Congress did not 
appropriate additional money to cover the purchase of surplus commodities under 
section 550 but instead provided that funds appropriated for the mutual securit) 
program should be used to carry out its provisions. 

Commodity sales were difficult under section 550 due to the combined effect of 
the usual marketing provision and the fact that the sales were required to be within 
the dollar aid allotments of the cooperating countries. 

Nevertheless, by the end of the year FOA lacked only $5 million of having obli- 
gated the maximum limit of $250 million which had been established by the 
Congress. 


B. Surplus legislation ecpanded in 1954 

During 1954, the Congress expanded the agricultural surplus disposal legislation 
by enactment of Public Law 480 and by revising the surplus disposal language in 
the mutual security legislation to make it complementary to Public Law 480. 

Changes in the mutual security legislation were embodied in section 402 of the 
Mutural Security Act of 1954 under which ICA’s sales of surplus agricultural 
commodities have been conducted during both fiscal year 1955 and fiscal year 
1956. 
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As in section 550 of the earlier act, the eligibility of commodities for delivery 
under section 402 are determined by the Secretary of Agriculture. Also, as was 
the case under section 550, the Congress did not appropriate additional funds to 
carry out the provisions of section 402. 

Instead, it was required that minimums of $350 million and $300 million of 
the funds appropriated for the mutual security programs respectively for fiscal 
vear 1955 and fiscal year 1956 be used to carry out its provisions. The foreign- 
currency proceeds from these sales are required to be used for the same purposes 
for which the dollar appropriations were made. 


C. Fiscal year 1956 section 402 minimum requirements difficult to attain 


During fiscal year 1955, ICA was able with a reasonable effort to exceed the 
minimum requirement of $350 million in section 402 sales by $117 million, but 
in the year now ending—fiscal year 1956—the agency is being exceedingly hard 
pressed to attain a lower requirement of $300 million. 

This is principally due to the fact that aid programs shifted away from European 
countries which traditionally import large quantities of agricultural commodities 
to the underdeveloped countries whose economies are predominately agricultural. 

This shift was principally responsible for a decline in ICA financed sales of 
surplus agricultural commodities to Europe from $303 million in fiscal year 1955 
to an estimated $68.5 million in fiseal year 1956. 


Comparison by area of surplus agricultural commodity sales of the International 
Cooperation Administration, secs. 550 and 402 


[In millions} 





Sec. 402 
Sec. 550, 
fiscal year 
1954 | Fiscal year | Fiscal year Fiscal year 
1955 1956 1957 





Europe..... 
Near East and Africa... .-.-- aT ee, 
Asia | 








' Differential between United States and world prices of sugar. 


The decrease in the required minimum section 402 sales from $350 million in 
fiscal year 1955 to $300 million in fiscal year 1956 was far from adequate to offset 
Oe an in section 402 sales to Europe which is in the magnitude of $235 
million. 

As a consequence, ICA has had to greatly intensify its efforts to sell agricultural 
surpluses in those underdeveloped countries which currently are receiving ICA 
aid. Many of these countries preferred not to use their limited aid funds for 
surplus agricultural commodities in such amounts as would be necessary if the 
$300 million requirement was to be met. It became necessary, therefore, to 
require each country to take specified amounts of aid in the form of surplus 
agricultural commodities. 

The amounts had to be assigned, of course, with due regard to the consumption 
requirements of the country, the availability of the same commodities from other 
sources, and to other urgent requirements for the funds. 

In fact, because of these considerations, the quotas which could be assigned 
totaled substantially less than $300 million. Unforeseen developments in three 
countries which subsequently caused small increases in agricultural commodity 
requirements and decision by the Department of Defense to use limited amounts 
of direct forces support funds for agricultural commodities have helped, but as 
yet have not been adequate to assure attainment of the $300 million goal. 

Up to January 31, 1946, sales of $129 million worth of surplus commodities 
Were authorized to 13 countries, including, aside from transportation costs, about 
$56 million grain, $44 million cotton, $6 million fats and oils, $5 million frozen 
beef, $4 million dairy products, $3 million sugar, and $2 million of other surplus 
commodities. The sugar is part of the 100,000 tons which the Department of 
Agriculture procured to relieve a pressing domestic problem. 
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D. Development of triangular sales 

Negotiations for additional sales have continued but it now appears that it 
may be possible to attain only about $270 million through direct sales. Antici- 
pating this, ICA has been attempting to negotiate triangular sales through 
which surplus agricultural commodities could be shipped to nonaid countries jn 
exchange for industrial items required by one or more ICA financed aid countries 

Triangular sales have been difficult to arrange because of the requirement that 
the foreign currency sales proceeds must be used for the same purposes for which 
dollars were appropriated. 

Before concluding a triangular sale, therefore, ICA must assure that the local 
currency proceeds can be used for purchases of commodities at competitive prices 
which are needed for the specific program in the area of the world from which the 
appropriated dollar funds will be withdrawn. 

n addition, the noncompetitive price of United States cotton other than short 
staple during the first half of fiscal year 1956 has limited triangular as well as 
direct sales. Despite all of the foregoing difficulties, however, it still is possible 
that the $300 million sales goal may be attained. 


E. Section 402 program for fiscal year 1957 

The same difficulties in programing surplus agricultural commodities that have 
been experienced in fiscal year 1956 are expected to be encountered during fisea] 
year 1957. In fact, it does not now appear likely that the section 402 sales in 
fiscal year 1957 will equal those of 1956. 

For example, the unusual circumstances which brought about the sale of nearly 
$18 million worth of sugar under the fiscal year 1956 section 402 program are not 
expected to be repeated. Also, the funds for European countries again have been 
curtailed and a further decline in section 402 sales from $68.5 million in 1956 to 
$45 million in 1957 in expected to the 3 eligible countries, Spain, Yuzoslavia, and 
Germany. A strong effort will be made again to increase the section 402 program 
to Asian countries but it hardly seems likely that declines elsewhere can be fully 
offset by increases in Asia. 

It is also probable that unusual increases in requirements for surplus agri- 
cultural commodities due to sudden and unforeseen circumstances are likely to 
be met through the several titles of Public Law 480 and accordingly cannot be 
expected to have other than minor effect on section 402 sales. 

During fiscal year 1955, $38.9 million of military offshore procurement funds 
were used to supply surplus agricultural commodities and the foreign currency 
accruing therefrom was used for offshore military procurement. 

As yet, during fiscal year 1956 there was no firm prospects for such use of these 
funds. While efforts will continue to be made to take advantaze of these funds 
for increasing surplus commodity sales, it would not be wise to depend on such 
funds for this purpose during fiscal year 1957. These considerations led to the 
decision to suggest a section 402 program for fiscal year 1957 of $250 million, a 
reduction of $20 million from the relatively firm direct sales prospects of $270 
million for this year. 


Il. TITLE I OF THE AGRICULTURAL TRADE DEVELOPMENT AND ASSISTANCE ACT 
OF 1954 (PUBLIC LAW 480) AS AMENDED AND OTHER SURPLUS DISPOSAL PROGRAMS 


Several programs for the sale and disposal of agricultural commodities have 
an important bearing upon the foreign-aid programs. On the one hand there 
are opportunities to use these commodities, especially those in surplus supply, 
to complement our foreign-aid programs. On the other hand, there is a necessity 
to use them in such a way as to cause the least disruption in international markets 
and to avoid wherever possible adverse effects upon our foreign relations. 

In assessing the effects of these programs, we must be ever mindful of the 
serious problems confronting our agricultural industry and the neeessity of 
giving full support to the maintenance and expansion of markets for the produce 
of our farms. First, a word about the surplus commodities situation. 


A. The size of our surpluses 

The Commodity Credit Corporation holds inventories of certain agricultural 
commodities and makes guaranteed loans on others. The borrowing capacity 
authorized by the Congress for these operations is $12 billion and borrowing 
authority in use as of February 29, 1956, was approximately $11.5 billion. 

As of the same date, CCC had about $8.9 billion invested in inventories and 
outstanding loans. A year before, CCC’s investment in inventories and loans 
was about $7.4 billion. This difference indicates that surpluses have continued 
to accumulate despite vigorous disposal activities. 
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Wheat, cotton, corn, tobacco, and rice account for most of our inventory. 
Compared with @ year ago, CCC stocks of these five commodities have increased 
substantially, more than offsetting sharp decreases in our inventory of dairy 
products and cottonseed oil. 

It is still a fact that our agricultural surplus far exceeds our needs. Although 
we have increased exports during the past 2 years, surpluses continue to grow 
even though at a slower rate. 


B. Foreign-disposal program 

Government-disposal programs have been a major factor in raising the level 
of agricultural exports. While such programs have been helpful, dispositions 
through commercial sales constitute by far the larger portion of commodities 

oving abroad. 

w Dison programs are intended to supplement commercial sales and help 
broaden foreign markets for agricultural commodities. They are temporary 
expedients designed to help pull us through the period of readjustment to changed 
world demand and supply conditions. 

There are six main Government progeaans now being used to dispose of our 
surpluses. These programs are: (1) CCC export-sales program; (2) barter; 
(3) section 416, Agricultural Act of 1949; (4) title II, Public Law 480; (5) section 
402, Public Law 665; and (6) title I, Public Law 480. 


C. CCC export sales 


During the calendar year 1955, CCC sales of price-support stocks to commercial 
firms for export amounted to more than $500 million. During the first 3 months 
of 1935, the rate of sales has increased sharply, amounting to nearly $250 million. 
Wheat is the major item, but sales of cotton, food grains, and cottonseed oil 
have also been substantial. 

In addition to sales specifically for export, some of the commodities which CCC 
sells to commercial firms at domestic prices actually move into export outlets: 
We do not have an estimate of the quantity that is exported in this way. 


D. Barter sales 


Section 303 of Public Law 480 broadens the authority under which CCC may 
barter its commodities for strategic and other materials. These barter operations 
are cond :cted through private United States trade channels. 

Barter contracts having an export value of $282 million were negotiated during 
the fiscal year 1955 as compared to a total of $108 million entered into during the 
5 preceding years. During the first 8 months of the current fiscal year barter 
contracts total $131 million. Shipments last year were valued at $124 million 
compared with $180 million during the first 8 months of this fiscal year. 

E. Section 416—Donations 

A substantial increase in the donations for relief use overseas has been made 
possible as a result of amendments to section 416 of the Agricultural Act of 1949, 
which were enacted in section 302 of Public Law 480. 

Under this activity, commodities from CCC inventories are being made avail- 
able to 19 approved United States private welfare agencies and distributed by 
them to needy persons in 74 foreign countries. The donations are made only 
when the amounts of the surplus commodities available are in excess of those that 
can be used by eligible recipients here at home. 

During the first three quarters of the current fiscal year, donations of CCC 
commodities for relief use overseas amounted to approximately $250 million at 
CCC cost, as compared to about $200 million during the entire fiscal year 1955. 
The Secretary of Agriculture revently announced the availability of wheat, corn, 
rie and dry beans for this program and some shipments have already been made. 
= ar availability should result in still greater utilization of this disposal 
activity. 

F. Title II, Public Law 480 

Title II of Public Law 480, administered by the International Cooperation 
Administration authorizes grants of CCC commodities for foreign relief purposes. 
ICA reports that $186 million worth of surplus agricultural commodities at CCC 
cost have been programed under title II since the beginning of the prog’ am 
through March 31, 1956. The total authorized is $300 million. Additional 
data on this program is being made available to the committee by ICA. 


G. Section 402, Public Law 665 


Section 402 of the Mutual Security Act requires that not less than $300 million 
of mutual security funds must be used during the fiscal year 1956 for financing 
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rocurement of United States agricultural commodities by participating countries 

ore detailed information mens the activities under this program may be 

fonee Se, the section headed “Section 402 of the Mutual Security Act of 1954, as 
amended. 


H. Title I, Public Law 480 


Public Law 480 (the Agricultural Trade Development and Assistance Act) as 
its title suggests, is directed primarily at the problems of disposing of surplus 
agricultural commodities. Title I authorizes CCC to incur costs of up to $1.5 
billion/for sales for foreign currencies. 

It attempts to reach this objective through the fundamentally simple device 
of selling United States agricultural commodities in surplus supply to friendly 
countries willing to buy them with their own currencies. The commodities 
sold are over and above normal purchases from the United States. 

This program is one of the most effective disposal tools we have. It has been 
a major factor in assisting United States exporters to sell abroad and in maintain- 
ing the relatively high export level of the past year. 

It is a means of bridging the gap between the commodity requirements of 
foreign countries and the scarcity of dollars with which to buy; it is enabling many 
countries to maintain and increase consumption levels without aggravating their 
foreign exchange difficulties. 

Agreements have been entered into with 25 countries providing for commodities 
with a total export market value of about $936 million and a CCC cost of approxi- 
mately $1% billion. Attached are table I and table II summarizing the title I 
{Public Law 480) programs in terms of approximate quantities. 

Both section 402 and title I (Public Law 480) programs dispose of surplus com- 
modities by sale for foreign currencies. However, there are certain fundamental 
differences between the two which merit explanation. 

The bulk of section 402 sales are made to those countries in which foreign 
assistance operations are being carried on by the United States. 

Title I (Public Law 480) sales are made to any friendly country where the 
program may be used effectively, and which is willing and able to subscribe to the 
conditions established by the law. While the number of countries which can use 
these commodities is also somewhat limited, it has been possible to sell commodi- 
ties to many countries in which section 402 programs could not be developed. 

There are some countries where both 402 and title I (Public Law 480) programs 
have been used. In all such cases, the two programs are carefully integrated to 
assure the highest level of exports to that country consistent with the principles 
governing surplus disposals abroad. In no instance have the two programs “‘com- 
peted”’ with each other; title I (Public Law 480) is used to supplement section 402 
in those countries where both are used. 

There is another difference between the programs which has enabled us to use 
title I (Public Law 480) effectively. Section 402 may be used to finance so-called 
“usual United States marketings.’’ This has been invaluable in keeping United 
States commodities moving to markets which otherwise might have shifted to 
other sources because of dollar difficulties. On the other hand, title I (Public 
Law 480) sales must be in addition to ‘‘usual United States marketings’’; section 
402 financing has helped foreign countries to undertake substantial usual market- 
ings which they could not have done if they had been required to draw upon dollar 
resources. 

In addition to the differences relating to commodity sales, title I authorizes the 
use of foreign currencies accruing under the program for several uses in addition 
to the foreign assistance purposes to which section 402 proceeds are directed. 
Under title I, proceeds may be used for any of eight purposes, as follows 

(a) To develop new markets for United States agricultural commodities; 

(6) To purchase strategic materials for stockpiling; 

(c) To procure military equipment, materials, facilities and services for 
the common defense; 

(d) To finance the purchase of goods and services for other friendly coun- 
tries; 

(e) To promote balanced economic development and trade among nations; 

(f) To pay United States obligations abroad; 

(g) For loans to promote multilateral trade and economic development; 

ch To finance international educational exchange activities. 


Generally speaking, these uses can be broken down into two categories, United 
States uses and foreign uses. The former includes both reimbursable and non- 
reimbursable uses. A portion of the currencies earmarked for United States uses 
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are in effect’ “sold” to other United States agencies which sales are returned to 
CCC for re-use under title I (Public Law 480). The remaining amounts represent 
net increments to appropriated funds. 

As a general rule, the amount of loans or grants in title I programs is kept at the 
minimum level negotiable. In unusual circumstances the economic situation in 
the country is taken into account in determining the loans and grants to that 
country. 

The authority with respect to the allocation of proceeds to one or more of the 
eight authorized uses has been delegated to the Bureau of the Budget by Executive 
order of the President. 

However, the use of proceeds forms an integral part. of the negotiations of the 
agreement. Therefore, it is generally necessary to agree upon the proceeds 
between United States and foreign uses before actual sales are accomplished and 
deposits made, because of the natural desire of foreign governments to obtain as 
favorable a division of uses as possible. 

We recently submitted a report to this committee on the amounts of foreign 
currency planned for the financing of military and other mutual security type 
programs under title I of Public Law 480. Table III and IIIA showing all the 
planned use of foreign currencies accruing under agreements signed through 
April 15, 1956, are attached to this statement. 
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TaBLeE IV.—Agricultural commodities exported through barter in specified periods: 
{Quantities in 1,000 units] 


July-December 1955 2 
1949-50 
Commodities through 
Under all 1954-55 1955-56 
contracts contracts contracts 


Grain sorghums 

BY 0 xnsdnncnbcbandbatcdbincd UBENEM. c1onndcn-n-5-0 

Cottonseed oil_.........--- ameter pounds_- 630 
thousand tons_- 33 
million dollars -- 107.6 


1 Year beginning July 1. 

32 December partly estimated. 

3 Includes oats, flaxseed, rye, cotton, dried skim milk, rice, linseed oil, cottonseed meal, soybeans, 
tobacco, and peanuts. 


TasLe V.—Distribution of donated surplus commodities to foreign outlets—July 1, 
1956, to Mar. 31, 1956 


Million Million 


Commodity pounds dollars 








1 Less than $50,000. 
lI, TITLE I LOANS TO PROMOTE MULTILATERAL TRADE AND ECONOMIC DEVELOPMENT 


A. Background 


Section 104 (g) of Public Law 480, title I, as amended, provides that local cur- 
rencies may be used for loans to promote multilateral trade and economic develop- 
ment, made through established banking facilities of the friendly nation from 
which the foreign currency was obtained or in any other manner which the Presi- 
dent may deem to be appropriate. 

Sales agreements uniformly specify the proportion of local currency proceeds 
which may be used for (a) United States Government expenditures and (b) loans 
to promote multilateral trade and economic development. In some few cases 
the sales agreement or the loan agreement will specify the uses of the loan in 
broad categories. More generally, the uses of the loan are left for agreement be- 
tween the foreign government and the ICA mission and subject to review in 
Washington before actual disbursement of loan funds. 


B. Loan terms 

The terms of these loans have been determined in consultation with the National 
Advisory Council on International Monetary and Financial Problems. Those 
terms provide for repayment within not more than 40 years and a number of 
loans have been made, or agreed, for terms of from 10 to 30 years. Interest does 
not accrue until 3 years after the first disbursement under the loan and is payable 
semiannually beginning 6 months thereafter. Principal payments begin the 
fourth year after the first disbursement under the loan and are payable sem- 
‘annually thereafter. 

The borrowing country, except in the case of Brazil, signs a dollar loan agree- 
ment and is required to pay at a realistic exchange rate if it repays in local cur- 
rency. The borrowing country may elect on each payment date to pay either 1n 
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dollars or local currency. The interest rate is 3 percent for repayment in dollars 
and 4 percent if payment is in local currency. Payments are on an increasing 
scale, per million dollars lent, increasing for a 4-percent 40-year loan by increments 
of $216 from $20,000 in the middle of the fourth year to a final payment of $35,790, 
and on a 3-percent loan increasing by increments of $250 from $15,000 in the middle 
of the fourth year to a final payment of $33,261. 


C. United States use of loan repayments 

Loan repayments may be used by the United States under the agreements 
for (1) any expenditures of or payments by the United States in the country or 
territories of the borrower; (2) investment in interest-bearing obligations or local 
currency deposits; (3) if not already provided by the sales agreement, a ae 
of interest and principal may be made by delivery of materials to the United 
States for stockpiling, by mutual agreement; or (4) such other valuable considera- 
tion as may be mutually agreed. The United States agrees to consider the 
economic position of the borrowing country in connection with the use of local 
currency payments under the loans. 


D. Loan services by Export-Import Bank 

The Export-Import Bank signs the loan agreements and receives notes for the 
United States, accounts for disbursements, and collects interest and principal 
payments. 


IV. RELATIONSHIP BETWEEN TITLE I, PUBLIC LAW 480, AND MUTUAL SECURITY 
PROGRAMS WITH RESPECT TO COMMODITIES AND FOREIGN CURRENCIES 


A. No duplication between section 402 and Public Law 480, title I 


In order to be eligible for any commodity under title I, Public Law 480, a 
purchasing country is required to maintain its normal level of imports of that 
commodity from the United States. In most instances, countries receiving foreign 
aid do not: have the foreign exchange to maintain this normal level of imports. 
Section 402 may, therefore, be utilized for this purpose, thus providing the basis 
for the title I, Public Law 480, sale to proceed. Likewise, the opportunity for a 
title I, Public Law 480 purchase, contingent upon meeting normal marketing 
requirements, may increase a country’s interest in accepting a larger portion of its 
mutual security program in the form of section 402 surpluses. Thus the two 
programs serve to complement each other. 


B. Area of no duplication with respect to countries 


The section 402 and Public Law 480 programs could not duplicate each other 
where only one such program is operating ina country. In 11 of the 25 countries 
for which title I, Public Law 480 programs have been approved to date, there 
have been no section 402 programs; so there is no possibility of duplication in 
these 11 countries. 

The countries are Finland, Burma, Japan, Indonesia, Thailand, Argentina, 
Brazil, Chile, Colombia, Ecuador, and Peru. The programs in these countries 
total $368.5 million. 


C. Area of no duplication with respect to commodities 


In the remaining 14 countries, that account for 80 percent of the total section 
402 programs in fiscal year 1955 and 64 percent of the section 402 program in 
fiscal year 1956, the agricultural commodities in 5 of these 14 countries under 
section 402 in each year were entirely different than those made available under 
Public Law 480, or there was no section 402 program in the year for which a 
Public Law 480, title I program was in effect. Therefore, there was no dupli- 
cation from a commodity standpoint in these 5 countries, and they accounted for 
almost 40 percent of the total section 402 programs in the 14 countries. The 
countries were France, United Kingdom, Germany, Pakistan, and Iran. 


D. Section 402 used to meet usual requirements 


In the 9 remaining countries Austria, Italy, Spain, Yugoslavia, Egypt, Greece, 
Israel, Turkey, and Korea to which the same commodities have been made 
available under both title I, Public Law 480 and section 402, 70 percent of the 
section 402 sales in fiscal year 1955 were used to meet the usual marketing require- 
ments for Public Law 480 commodities, and 66 percent of the total section 402 
sales in fiscal year 1956 were used to meet the same requirements. Again, and to 
this extent, the two programs did not duplicate each other. 
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E. Small area where duplication is possible 


There remains a small area amounting to 15 percent of section 402 programs 
for fiscal year 1955 and fiscal year 1956 within which both title I, Public Law 
480 and section 402 programs have been used to supply the same commodities 
in excess of usual marketings. These cases have been carefully worked out to 
avoid any waste of United States resources. 


F. Title I foreign currencies decrease ICA appropriation requests 


With respect to the use of local currency, our mutual-security programs were 
carefully examined at every stage of their development to assure as nearly as 
possible that no money was being requested which duplicated local currencies 
available or anticipated to be available as a result of Public Law 480 transactions, 
Tn his guidelines for the preparation of the mutual-security programs, the Director 
instructed his field staff to eliminate from their requests all funds that were for 
purposes which could be covered by Public Law 480 local currencies. Subsequent 
to these instructions, every effort was made in the development, review, and 
approval of these estimates in Washington to assure that the Director’s in- 
structions were fully met. 


G. Large portion of title I foreign currencies not generated in mutual security 
countries 

There are certain factors which limit the extent to which Public Law 480 local 
currency can substitute for mutual-security requirements. It should be borne 
in mind that a large portion of the Public Law 480, title I, local currencies, nearly 
49 percent, is being oo in countries where there are no significant mutual- 
security programs of defense support or development assistance. For example, 
in Latin America, mutual,security ——— are limited for the most part to 
technical cooperation which, being a dollar cost, cannot be met by Public Law 480 
local currencies. In the second place, 16 percent of the total Public Law 480, title 
I, currencies is generated in countries where such programs of defense support or 
development assistance exist together with title I, Public Law 480, programs but 
where such currencies are devoted to United States uses. 


H. Title I currencies frequently not usable to meet mutual-security objectives 


In the third place, even if there are defense support or development assistance 
programs in a country where there are substantial Public Law 480 currencies 
available for economic development in the common defense, it often occurs that 
mutual-security objectives are based upon needed foreign exchange rather than 
upon the need for local currency in which even the two programs do not duplicate. 

This is true in large measure in 6 countries which account for 28 percent of all 
Public Law 480, title I, currencies (Spain, Pakistan, Turkey, Egypt, and Israel). 
Another case where there is no duplication, is where Public Law 480 local cur- 
rencies are available only for economic development and where the mutual- 
security requirement for local currencies is solely to support the military effort. 
For example, in Greece, Public Law 480 currencies are devoted entirely to eco- 
nomic development, whereas under the mutual-security program, the objective 
is to support the military effort. This accounts for 2 percent of all Public Law 480, 
title I, currencies. Thus 95 percent of the total availability of all title I, Public 
Law 480, currencies are accounted for. 


I, Public Law 480 currencies supplement mutual-security funds 

There are some instances where Public Law 480 currencies can and do supple 
ment mutual-security funds, and in these cases it is possible to achieve desirable 
foreign policy objectives that cannot be reached under either program taken 
alone, such as Iran and Korea. These 2 countries account for the remaining 5 per- 
cent of all Public Law 480, title I, currencies, 
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TABLE I.—Sec. 402 programs in countries having no Public Law. 480, title I, programs 
[Million dollars] 


Area and country vues ye 


Europe... --------------------- 2 nnn nn ene n nner ne nnn sneer mene nn nnen nn nnnenenn- 7.7 
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were Je : 3.7 
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lv Q Netherlan: s . 
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oeee Cambodia 
ector India......----------------------- 2-22 - ons eon ee 2 2 nnn nee eee ene 
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juent Philippines 


and Vietnam 
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Latin America 


Bolivia. 
Guatemala 
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1 Differential between United States and world price of sugar. 


Area and country 


| Fiscal year | Fiscal year 
1955 1956 
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Tasie III-A.—Sec. 402 programs and Public Law 480, title I, programs in countries 
having both programs in fiscal year 1955 


{Million dollars, market value] 
Public 


Law 480, 
title I 


g 
5 


Area and country 


Spain 
Yugoslavia 


Near East and Africa 


&| BREo| S 
N |] @rmo}] oll comely 


Bilas 


TaBLeE III-B.—Section 402 programs and Public Law 480, title I, programs in 
countries having both programs in fiscal year 1956 


[Million dollars, market value] 


Area and country | Section 402 eee 


| 52.0 


| 
27.0 
25.0 


45.5. 
4. 





1 Differential between United States 4nd world prices of sugar. 
TasBLe 1V—A.—Programs of countries in which commodities received under section 
402 and title I of Public Law 480 were different in fiscal year 1956 
[Million dollars] 


Area and country Section 402 Fubie los 


191.5 


United Kingdom 


Near East and Africa: Iran 
Asia: Pakistan 
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TaBLE 1V-B.—Programs of countries in which commodities received under section 
402 and title I of Public Law 480 were different in fiscal year 1956 


[Million dollars] 


Public Law 
Area and country Section 402 480, title I 


Near Bact orl ADR: Titi on on. ose ccc eckcsnctcecwscesnnccnacwusua 
Asia: Pakis' 


1 Excludes $1.4 million differential between United States and world price of sugar. 
V. OCEAN FREIGHT REQUIREMENTS OF TITLE II PUBLIC LAW 480 


A. Background 

FOA and its predecessor agencies administered several programs prior to 
July 1954 which assisted friendly countries in meeting emergency requirements. 
Such programs included the India Emergency Food Aid Act of 1951, and Publie 
Law 77 and 216, 83d Congress. These programs were similar in nature to title IT 
of the Agricultural Trade Development and Assistance Act of 1954, Public Law 
480, 83d Congress, as amended. ICA has primary responsibility for administering 
this section of the act which provides that up to $300 million worth of surplus 
commodities held by the Commodity Credit Corporation may be used over a 
3-year period to provide assistance to friendly peoples in meeting famine or other 
relief requirements. 


B. Program policy 


Formulation of policy in connection with the title I] programs, insofar as it 
relates to United States foreign policy objectives, is subject to guidance from 
the Secretary of State. Present program policy provides that grants of com- 
modities should be made primarily to assist people who, because of natural 
calamity, are unable to provide for themselves and to whom distribution will 
normally be made free of cost. As an exception to this general rule, however, 
there have been some instances in which it has been determined to be in our 
national interest or for practical reasons to permit recipient countries to use some 
of the commodities as payment for work relief or to sell them to consumers. 
In the latter situation, the sales proceeds must be used by the foreign country, 
upon agreement with the United States, for purposes designed to strengthen and 
rehabilitate its economy, except for small portions reserved, in some cases, for 
United States purposes. 


C. Description of programs 

Up to March 31 of the current fiscal year transfer of about $77 million of 
surplus commodities has been authorized. On the basis of this experience, 
together with some program commitments already undertaken, it is estimated 
that a total of $95 million of these commodities will be used in fiscal year 1956 
and about the same amount in fiscal year 1957. 

_ About $53 million of grains, including wheat and wheat flour, feed grains, and 
rice, have comprised the major portion of the programs; $15 million of powdered 
milk and approximately $9 million of fats and oils, dry beans, and raw cotton 
have also been supplied. Italy ($18 million for school lunch program), Pakistan 
(336 million for famine relief), and Turkey ($13 million for alleviation of food 
shortage resulting from freezing weather) have been the largest recipients so far 
this year. Packages or containers of food for distribution are marked with the 
ICA clasped-hands emblem and labeled “Gift of the people of the United States 
of America.” Containers may also be stamped or tagged with this information 
in the language of the country. On these commodities, as well as on bulk com- 
modities, the foreign governments agree to arrange for suitable publicity within 
the country to identify the commodities furnished as gifts of the people of the 
{ nited States. United States personnel review the foreign governments’ plans 
for distribution and observe and report on the conduct of operations. 
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Commodities have been provided to alleviate suffering caused by floods 
hurricane, drought, and other natural disasters. In addition, surplus commodities 
will be supplied to expand school lunch programs in Italy and Japan. These 
programs are designed to increase the amount of food available and to improve 
the diet of the schoolchildren. In this way, it is hoped that, besides serving 
humanitarian purposes, a foundation will be laid for long-run increases in the 
consumption of United States surplus products. In response to requests from 
the United States voluntary agencies, relatively small amounts of cotton will be 
made available to them for use in their foreign assistance programs. 

The status of the fiscal year 1956 title II programs up to March 31 is shown on 
the attached tables. 


D. Ocean freight costs 


In fiscal year 1955, $12.5 million of mutual security funds were used to finance 
about 90 percent of the total ocean freight of $14.1 million for title I1 shipments, 
The recipient countries financed a total of $1.6 million. 

In fiscal year 1956, total freight costs are estimated at $13.4 million, of which 
$9 million will be financed from mutual security funds. This amount includes 
$3.5 million of the funds specifically appropriated for ocean freight on both 
title II and title III shipments and $5.5 million transferred from funds otherwise 
appropriated. The remainder of the freight costs, amounting to $4.4 million, or 
about one-third of the total, will be borne by recipient countries and to a small 
extent by the voluntary agencies for the relatively small amounts of cotton made 
available to them. The increase in fiscal year 1956 in the amount of freight 
charges funded from sources other than the mutual security program is largely 
due to the fact that Italy and Japan have agreed to pay all of the ocean freight 
on commodities supplied for the school lunch programs. 

A specific appropriation of $2 million is requested to finance title II ocean 
freight costs for fiscal year 1957. It may be necessary to supplement this amount 
by transfer of $4 million of funds appropriated for other programs. This tenta- 
tive estimate of $4 million, together with the $2 million requested for fiscal year 
1957, will cover less than half of the total estimated title I] freight cost of $13.4 
million. The reduction from fiscal year 1956 in the amount of freight costs 
financed from mutual security funds is based on the expectation that the recipient 
governments and to some extent the voluntary agencies will continue to finance 
a larger share of the ocean freight. 


VI. OCEAN FREIGHT REQUIREMENTS, TITLE III, PUBLIC LAW 480 


A. Background 


Each year, beginning with the ECA Act of 1948, Congress has provided funds 
to further the efforts of United States nonprofit voluntary agencies by paying 
the ocean freight on their relief shipments to certain countries. The authority 
for this is now contained in section 409 of the Mutual Security Act of 1954, as 
amended. An increasing volume of United States surplus agricultural commodi- 
ties has been moved abroad in recent years through the programs of United 
States voluntary agencies. These agencies, which have been making regular 
relief distributions for many years, present a readymade channel for the disposal 
of surplus foods for charitable purposes. 


B, Authority, availabilities, recipients 


The authority under which the United States voluntary agencies obtain these 
surplus commodities is found in section 302, title III, of Public Law 480. Eligible 
agencies are defined in that statute as those registered with and approved by 
the Advisory Committee on Voluntary Foreign Aid of ICA. The commodities 
now available under this authority are butter, cheese, dry milk, wheat, rice, corn, 
and beans, the latter four having been added in mid-December 1955. Under the 
present authority these foodstuffs are turned over by the Department of Agricul- 
ture to the eligible voluntary agencies at United States port. Distribution 1s 
carried out without cost to needy persons. Needy persons are defined as ‘‘those 
why by virtue of their personal economic status are in need of food assistance. 
Generally speaking, therefore, these foods are received by persons who would not 
have the means to purchase them on the commercial market. 
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C. Ocean freight costs and projected movements 


An appropriation of $12 million is being requested to cover ocean freight coste 
on that part of the program which is handled by the United States voluntary 
agencies under title III. This represents a reduction of $500,000 against the 
amount actually programed for such movements during fiscal year 1956. This 
reduction is accounted for partially, at least, by the fact that several receiving 
countries have agreed to take over the ocean freight costs on these surplus com- 
modities in fiscal year 1957. (Title III ocean freight financing by recipient coun- 
tries and voluntary agencies or either is expected to increase from $3.5 million in 
fiscal year 1956 to $7.2 million in fiscal year 1957.) 

On the other hand, the savings resulting thereby have been largely offset by 
the substantially increased potential for surplus shipments in fiscal year 1957 
resulting from the availability for the first time under title LII of wheat, rice, 
corn, and beans. The $12 million which is being requested would move approxi- 
mately 735 million pounds of all the available surplus foods. The $7.2 million 
which it is estimated will be available from other than United States Govern- 
ment sources will move roughly 440 million pounds, making a total of 1,175 
million pounds as the projected movement under title III. This compares with 
903 million total pounds in fiscal year 1956 and roughly 560 million pounds in 
fiscal year 1955. 


D. Method of distribution 


In accordance with established practice of American voluntary agencies in 
making relief distribution abroad, these agencies maintain United States citizen 
representatives in the countries of distribution and the United States origin of 
the commodities is clearly identified. Also duty-free entry is accorded and the 
receiving governments cover the cost of internal transportation. To insure 
effective distribution, the program is constantly under review. In each of the 
receiving countries, a coordinating committee has been established by the ICA 
field mission, in which representatives of the voluntary agencies and the indig- 
enous government authorities participate. Through this mechanism, program 
requests are developed based on actual need and assurance is obtained that this 
free donation segment of the surplus disposal program is not in conflict with or 
prejudicial to other United States food disposal programs 
E. Value of program 

The availability of these surplus foods has proved of great benefit to these 
private agencies in carrying forward their humanitarian activities around the 
world. It permits them to distribute substantially larger amounts of relief foods 
than would be possible from their own private financing. The food is interpreted 
as a gift of the American people, and is helpful in maintaining a bond of friendship 
between our people and our less fortunate friends abroad. 

F. The participating agencies 

The following 21 agencies are those which are participating in the program 
during this fiscal year: American Friends of Austrian Children; American Friends 
Service Committee; American Fund of Czechoslovak Refugees; American Jewish 
Joint Distribution Committee; American Mission to Greeks; Assemblies of God, 
Foreign Service Committee; Catholic Relief Services, National Catholic Welfare 
Conference; Church World Service; Congregational Christian Service Committee ; 
Cooperative for American Remittances to Everywhere (CARE), Inc.; Foster 
Parents’ Plan for War Children; International Rescue Committee; Iran Founda- 
tion; Lutheran World Relief; Mennonite Central Committee; Rumanian Welfare; 
Tolstoy Foundation; Unitarian Service Committee; United Lithuanian Relief 
Fund of America; United Ukranian American Relief Committee; and World 
University Service. 


75009—56——26 
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Tasie 1.—Title II, Public Law 480, shipments authorized, by country, July 1 
1955—Mar. 31, 1956 ; 

Million 

dollars 

(ccc 


Latin America 


British Honduras 
Costa Rica 
Guatemala 


TaBLe 2.— Title II, Public Law 480 shipments authorized, by commodity—July 1, 
1955-Mar. 31, 1956 

Million dollars 

(CCC cost) 
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TABLE 3.—Public Law 480, title II program, July 1, 1955—Mar. 31, 1956 
{Million dollars, CCC cost] 
peerage ents etalntspen teenage ltiesacemciiamaeeneeenctcntstittaty 
Transfer authorizations 
Fiscal year 1956 program | | Fats | 


Total Bread | Coarse F Dry | ae pat 
erains | grains | oj, |beans products 
ae 

Europe, total 


Germany, Federal Republic 
Near East and Africa, total 


Turkey 
South Asia, total 


India 
Pakistan 














Latin America, total 


Guatemala 
77.1 Costa Rica 
f British Honduras 














July 1, Total, fiscal year 1956 program 














m dollars 
"C cost) 
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6 Mr. Wuire. This statement is in six parts, the first part dealing 


with section 402 of the Mutual Security Act. 

During the past 8 years over $7 billion of agricultural commodities 
has been financed by ICA and its predecessor agencies. 

The first special surplus agricultural commodity legislation took 
the form of section 550 for the fiscal year 1954. In that year $250 
million was authorized under that section but no special appropriation 
was made to provide for it. Consequently, it was financed out of the 
regular appropriation for the mutual-security funds. 

$245 million of that $250 million authorized was met by financing 
surplus agricultural commodities to the countries then participating 
in the mutual-security program. 

For fiscal 1955, section 402 to the Mutual Security Act was enacted, 
and in the same year Public Law 480 was enacted. The 402 legislation 
essentially was complementary to Public Law 480. 

In fiscal 1955 the authorization for mutual security provided that 
not less than $350 million of the funds appropriated be used under 
section 402, and actually it was possible to channel $467 million of the 
funds through that section of the act in fiscal 1955. 

In fiscal 1956, the current year, the mutual-security legislation 
provided for a minimum of $300 million under section 402. 

The achievement of the $300 million goal for the current fiscal 
year has been more difficult to attain thus far than either the $350 
million minimum for fiscal 1955 or the $250 million minimum in 
fiscal year 1954 under section 550. 

This is principally due to the shift out of Europe in mutual security 
programs to the underdeveloped and largely agricultural producing 
nations in and near the equatorial belt. 


1 Less than $50,000. 
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It has also been made difficult by the changed relationship between 
France and the former Indochina States, where in earlier years it was 
possible to program to France in a way that the currency could be 
used in the Indochina area. 

We have tried to offset the decline that has occurred in Europe, 
which in 1955 was on the order of about $300 million, and for 1956 js 
estimated at $68.5 million, and for next fiscal year $45 million, 
Realizing this large decline, we have endeavored to increase the pro- 
pees in Asia, the Middle East and Latin America and elsewhere, 

ut find it increasingly difficult to do so. 

It is for that reason, and for these reasons, primarily, that we have 
estimated in the presentation that about $270 million of the $300 
million goal might be achieved this fiscal year. 

We have also given attention to triangular trade. By that it js 
meant the supplying of surplus agricultural commodities to the 
industrialized nations that are large importers of agricultural products 
and using the currencies obtained from the sale of the surpluses there 
to buy the industrial commodities that are needed in the programs 
in the third areas. We have found this is quite difficult to work out, 

The results from the large effort that has been put forth in this 
direction have been disappointing. But we are still trying to use that 
method to help achieve the desirable objectives set forth in the 
legislation. 

With respect to fiscal 1957, I should point out additionally that in 
fiscal 1956 approximately $18 million of the $270 million estimate has 
been achieved by financing a temporary surplus of sugar in the United 
States. That is under section 402. 

Normally, sugar is not a commodity declared in surplus supply by 
the Department of Agriculture, and normally when it is financed it 
would not be eligible for helping meet the section 402 requirement. 

Furthermore, the presence of Public Law 480, titles I, IT, and III, 
helps to satisfy the requirements, either the growing requirements of a 
country for agricultural products of the United States or emerguncy 
requirements. In that way there is some lessening of interest on the 
part of the participating countries in the section 402 program because 
of the presence of the 480 legislation. 

This, Mr. Chairman, summarizes my remarks with respect to 402. 
I am prepared to proceed with other sections of this presentation, 
unless it is the desire of the committee to ask any questions relating 
to 402 that is not related to the relationship between 402 and 480. 

I expect to speak on the relationship a little later. 

Chairman Ricuarps. Suppose we ask questions on 402. Mr. 
Chiperfield. 

Mr. CuiperFIeELD. Mr. Chairman, what I want to know is whether 
there is a conflict between section 402 and Public Law 480, or over- 
lapping, how the two work together. 

I want to know whether we should retain 402, and what your 
recommendations are in that regard. That is what I want to know. 

Mr. Wuire. Thank you, sir. There is a relationship between the 
section 402 program and the Public Law 480 program, and part 4 of 
the presentation before you, beginning on page 28, relates to that 
relationship. 

The section 402 program provides an opportunity for assisting ® 
country in meeting the usual marketing requirements of agricultural 
imports from the United States. 
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Title I of Public Law 480 provides that in order for a foreign 
nation to be eligible for the purchase of surplus agricultural com- 
modities with local currency under Public Law 480, that that country 
must meet its normal or usual marketing requirements from the 
United States. tid : 

A great many of the countries, in fact, practically all of the countries 
that have a section 402 program have balance of payment difficulties. 
It is difficult for them to finance usual marketings from the United 
States. 

Consequently, these countries often find, and generally find it 
helpful to use a part of the appropriated funds to buy surplus agricul- 
tural commodities in the United States under section 402, and in 
that way make themselves eligible to receive 480 assistance. 

In fact, in some cases it tends to cause countries to want to use more 
of their mutual security funds for agricultural imports in order to 
make them become eligible for the 480 program. 

There are 25 countries that have a Public Law 480 program to date. 
Eleven of these 25 countries have no 402 program. So, there is no 
relationship in those 11 countries because of the absence of the 402 
program. The Public Law 480 program in these 11 countries totals 
$368.5 million out of the approximately $936 million, I believe, 
negotiated in sales agreements under Public Law 480 to date, it is 
roughly one-third of that amount. 

Aside from this, there are 10 countries that have a 402 program 
but have no title I, 480 program. 

In the remaining 14 countries, subtracting the 11 that have no 
402 program from the 25 countries that have a 480 program, in these 
remaining 14 countries, 5 of these 14 countries have not obtained the 
same commodities under 402 as under 480. That is, they may get 
wheat under 402 and cotton under 480. So, they either have different 
commodities or in these countries they do not have a 402 and 480 
program operating together in the same year. 

_ These 5 countries account for about 40 percent of the total program 
in the 14. In that sense of the word, there is not duplication or there 
is not overlapping. 

In the remaining 9 countries that have a large proportion of the 402 
program, about half, from 65 to 70 percent of that program is used in 
these 9 countries to meet the usual marketing requirements so that 
they may become eligible under Public Law 480. 

_The small area remaining, where there is a 402 program, and a 
title I, 480 program on the same commodities, represents about 15 
percent of the total 402 program. 

In this 15 percent, about half of that amount is in Spain. And 
the reason 402 was large in Spain was because of the $55 million 
quinine requirement in fiscal 1955 for agricultural commodities to 
Spain. 

Beyond that, the remainder is exceedingly small, and the Inter- 
national Cooperation Administration has recognized the presence of 
both programs in these countries and has tried to work out as care- 
fully as possible programs that would avoid any waste of United States 
resources. 

Mr. CuirerFieLp. What are your recommendations in regard to 
section 402? 
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Mr. Wuirr. The recommendation, sir, would be the’same as they 
appear in the presentation. It would be for a goal_of $250 ‘million 
for fiscal year 1957. 

We think that would be about as large a target as we could con- 
veniently reach without unusually disturbing the programs for which 
the funds are appropriated. 

Mr. CuarrerFietp. Thank you. That is all. 

Chairman Ricnarps. Do you want to ask any question on that 
section, Mr. Gordon? 

Mr. Gorpon. No questions. 

Chairman RicHarps. Mr. Vorys. 

Mr. Vorys. What are our agricultural exports from this country? 

Mr. Garnett. From this country? 

Mr. Vorys. Yes; including all these programs. And what part is 
in the various Government programs, and what is in the private 
market. 

Mr. CurperFietp. A summary of the whole thing. 

Mr. Garnett. I don’t know if this will help. This is a volume 
index of our exports over a 30-year period. On that basis, the exports 
of 1955, and this includes all types of programs, is 22 percent above 
the 31-year average. 

There has been a recovery of 16 percent in the last 2 years. 

Mr. Vorys. Are you reading from this? 

Mr. Garnett. I was reading from memory or speaking from 
memory about this particular chart. It is all on the back, in case 
you should want to look at it. 

Of this total of slightly over $3 billion, approximately one-third 
has moved under various types of Government programs. 

Mr. Vorys. I got a figure from the Department of Agriculture in 
July 1955, which said that the total amounts of all agricultural 
products financed through Government aid, post World War II was 
$11,253 million. You mentioned $7 billion. 

Chairman Ricwarps. $9 billion. 

Mr. Vorys. Didn’t you say 7? 

Mr. Wuire. I testified that $7 billion had been financed by ICA 
and its predecessor agencies during the past 8 years, since April 1948, 
when the ECA legislation was first enacted. 

Mr. Garnett. There has been certain aid through voluntary 
agencies, barter, CCC direct transactions, and that type of thing 
which would not be included in the figure that Mr. White gave. 

Mr. Vorys. I think the committee would want to know it on a 
postwar basis. There is nothing mysterious about 8 years that I know 
of. When you say, “its predecessor agencies,” UNRRA and the 
post-UNRRA relief bill were predecessor foreign aid agencies. 

I would like to get those overall figures through my head. 

Mr. Garnett. This is the total export under all programs that I 
have on the chart. 

Mr. Vorys. Is this going to show some place the amount of that 
total that was Government-aid programs? 

Mr. Garnett. No, sir. But we can supply that for the record. | 
do not have it with me at the moment. 

Mr. Vorys. That is all now, Mr. Chairman. 

Chairman Ricnarps. The figure you gave was for the period since 
the inception of the Massel sida, wasn’t it? All surplus com- 
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modities shipped in the foreign-aid programs since that time total 
$7 billion? 

Mr. Waite. That is right. 

Chairman Ricuarps. | thought the figures you had had $9 billion 
somewhere. Maybe I just missed that. 

Mention has been made of these other programs. Are you talking 
about Government programs? 

Mr. GARNETT. Yes, sir. 

Chairman Ricnarps. Not limited to aid programs? We are inter- 
ested primarily in aid. How much in these aid programs? I don’t 
care what agency is involved. 

Mr. Garnett. That is correct. 

Chairman Ricnarps. Is it $7 billion plus, or is it over $7 billion? 

Mr. Wurst. The $7 billion is the foreign-aid appropriations to 
ECA, MSA, FOA and ICA. 

Chairman Ricuarps. All the programs since 1948? 

Mr. Wuire. Since 1948. Mr. Garnett is talking about programs 
other than those which the Department of Agriculture has had under- 
way. It is for other programs than foreign aid. 

Chairman Ricuarps. Would it include relief for an earthquake, or 
any special program, where we have made donations to human suffer- 
ing outside of the mutual-security program? Would that be included 
in that? 

Mr. Garnett. That would be included in the $7 billion. 

Mr. Waite. If I may say, Mr. Chairman, I think what Mr. Garnett 
had in mind is sales from the CCC for export at world market prices, 
for bartering under the authority given the CCC to exchange surplus 
agricultural products 

Chairman Ricuarps. You wouldn’t call these relief programs? 

Mr. Wuirs. No, sir. The only relief program that I think you 
might have in mind, which is not included in the figures, is the pro- 
gram that the Department of Agriculture has in which they declare 
surpluses free of charge to voluntary agencies for which under the 
foreign-aid program you appropriate funds to some to pay the ocean 
freight costs. 

But that does not include a capital cost in the figures that Mr. 
Garnett testified to. 

Chairman Ricnarps. There is a bookkeeping value of those articles 
that are exported under that 

Mr. GarNETT. $250 million in the last year. 

Chairman Ricuarps. That would run it up to $950 million, then. 

Mr. Vorys. Are you including the civilian supplies distributed by 
the Army, which amounted to 3¥ billion in 1955 when you talk about 
this 8-year period? 

Mr. Waits. Three and a quarter—— 

Mr. Vorys. I have information from Mr. Burmeister, Foreign 
Agricultural Service, Department of Agriculture, as of July 11, 1955 
there was total agricultural products financed through Government 
aid since World War II, $11,253 million. 

_ It must be higher now. He includes lend-lease, post-UNRRA and 
interim aid, ECA, civilian supplies distributed by the Army, Depart- 
ment of Agriculture donations. 

If you would add on the 18 percent for shipping, it would bring the 
figure up to about $13.3 billion actual cost to the Government. 
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It seems to me that what we are interested in, this committee and 
the Congress and the public, when we are discussing the agricultural 
end of foreign aid, is not only what we have accomplished overseas, 
but what we have accomplished in getting rid of agricultural surpluses 
since World War IT 

If that amount is more than $11,250 million, then $7 billion isn’t 
very significant even though it happens to come out of certain 
appropriations. 

Chairman Ricwarps. I see the point you are making. 

Mr. Garnett. May we bring this up to date and supply it for the 
record? 

Chairman Ricwarps. If you will. Reiterate what you said a 
while ago. What is the carryover now? 

Mr. Garnett. The accumulated surpluses are $8.9 billion. 

Chairman Ricwarps. That is what I was thinking about when [ 
referred to $9 billion a while ago. If it weren’t for this foreign-aid 
program, our surpluses would be just about double that figure, if 
all other things were equal? 

Mr. Garnett. That is correct. 

Mr. Vorys. Could I interrupt? If it hadn’t been for the giveaway 
programs, we would have not $7 billion, if these figures are right, but 
somewhere around $12 billion. 

Chairman Ricwarps. That is right. 

Mr: Vorys. I think that has been the biggest agricultural price 
support activity of our entire Government, and it is because that 
tapered off, because countries could begin to feed themselves, that it 
is part of the agricultural problem that we discussed on the floor 
yesterday. 

Chairman Ricuarps. I think it would be helpful if you would give 
us a breakdown for the record including cotton, and major food 
products. 

Mr. Garnett. We can do that by commodity. 

Chairman Ricuarps. The basic commodities. 

Mr. Garnett. We shall do that. 

(The information requested appears on p. 532.) 

Chairman Ricuarps. Mrs. Kelly. 

Mrs. Ketuy. Is there a program carried on by the Secretary of 
Commerce to sell at the world market price surplus agricultural com- 
modities beyond 402 and 480? 

Mr. Garnett. No. 

Mrs. Ketuy. There is not? 

Mr. Garnett. The Secretary of Commerce does not have any 
authority over this program. 

Mrs. Ke.iy. Where is this other sale that you are talking about 
coming from? 

: Chairman Ricuarps. Are you talking about all sales that Secretary 
enson—— 

Mrs. Keuuiy. Yes. Is that under 480 or 402? 

Mr. Garnett. The majority, two-thirds of it is just normal export 
marketing. 

Mrs. eee. The normal export market I understand; 480 picks 
up when the normal export market is reached? 

Mr. Garnett. That is right. 
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Mrs. Ketty. You were talking about another program or othcr 
sales beyond these two programs, 

Mr. Garnett. There are other dispositions. 

Mrs. Key. Call them what you will. What are they? 

Mr. Garnett. There is the CCC, which makes some sales, amount- 
ing to about a half billion dollars in 1955. Then there are relief ship- 
ments that are made through the welfare agencies. Nineteen of them 
have been cooperating. ey have been shipping foods to 74 coun- 
tries. 

Last year that amounted to $250 million. Then there has been a 
barter program in which the CCC barters surplus farm products for 
strategic materials. 

Mrs. Ketzuy. That is under this, isn’t it? That is under Public 
Law 480? 

Mr. Garnett. That is title III of 480 but not title I. 

Mrs. Ketuy. That is under Public Law 480? 

Mr. Garnett. I believe there may be some confusion in terms. 
Public Law 480 has three titles: I is a sale for local currency; II is 
foreign relief; III is barter—welfare and relief distribution. 

So you need to consider each of those three titles. 

Mrs. Keuiy. That is the overall picture of Public Law 480. Be- 
yond Public Law 480, beyond Public Law 402, what programs are 
there? 

Mr. Garnett. The disaster program is in title II of 480. 

Mrs. Ke.tty. Then we have no other means of depleting surpluses 
except these two, 480 and 402? 

Mr. Garnett. No. We have three titles. 

Mr. Jupp. The $3,500 million CCC sales don’t come under 480 or 
402? They are just sales through commercial firms? 

Mr. Garnett. That is right. 

Chairman Ricuarps. Mr. LeCompte, did you want to make an 
observation? 

Mr. LeCompte. It is very difficult for me to understand this. But, 
as I get it, we use some of the surplus commodities that belong to the 
CCC; is that right? 

Mr. Garnett. That is right. 

Mr. LeCompre. Whenever we use under 480 or any other program 
part of the Commodity Credit surplus goods, we deplete the capital 
of the CCC just that much. That has to be restored by appropria- 
tions sooner or later. 

Mr. Garnett, It is an automatic authorization in title I of Public 
Law 480 itself. 

Mr. LeCompte. An appropriation has to be made to implement it? 

Mr. Garnett. That is correct. 

_ Mr. LeCompre. When an appropriation is made, it is, in fact, 
loreign aid, even though it may not be called that. 

Mr. Vorys. Would the gentleman yield? 

Mr. LeComprs. Gladly. 

Mr. Vorys. What I wanted to point out is that there has been 
around $12 billion of so-called foreign aid that has been agricultural 
price support. 

Mr. LeComprr. That is from the CCC surpluses? 

Mr. Vorys. We have 6 or7 different programs, but it is all American 


taxpayers’ dollars involved, and it is all American agricultural 
products. 
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Mr. LeCompte. Whenever we make an appropriation for Com. 
modity Credit, because of surplus food that has been shipped abroad 
then we are in fact making an appropriation even though it isn’t that 
title, we are in fact making an appropriation for foreign aid. 

Mr. Vorys. I don’t think so. 

Mr. Garnett. Aid programs that go through this committee and 
are used to buy surplus farm products, those funds go to the Com. 
modity Credit Corporation. 

Mr. Jupp. When you say that Commodity Credit now has 89 
billion, actually the amounts that are provided through these aid 
peobens have been deducted, otherwise that total would be a lot 

er? 
Ar. Garnett. That is correct. 

Mr. LeCompte. We make at least a bookkeeping transaction with 
Commodity Credit each time the foreign aid program takes some 
surplus food abroad? 

Mr. Garnett. The point of Mr. White’s statement is that $7 
billion has been appropriated under aid programs and have gone, for 
the most part, to the CCC, not all of it. 

Mr. Wuirte. A large part of the funds that are appropriated for 
foreign aid to ICA and its predecessor agencies has been used for pro- 
curement through commercial channels, financing private business- 
men who made shipments to buyers overseas. When we have requisi- 
tioned, so to speak, Commodity Credit stocks, we have transferred 
money to the CCC to pay for what we requested. 

Mr. LeCompte. We don’t deplete their capital at all? 

Mr. Wuirte. We do not deplete their capital. I am speaking now 
under the foreign-aid appropriations. I want to testify later, if the 
committee wishes, respecting title II of Public Law 480, which is a 
different arrangement. 

Mr. Jupp. I would like to add that while perhaps most of the 
money that is appropriated through our foreign-aid programs, so 
called, goes for the purchase of commodities through commercial 
channels, the fact is that it helps out the CCC just the same, because 
if we weren’t buying those commodities from commercial sources to 
sell abroad, CCC would have to buy them and its capital expenditures 
would be going up accordingly. It amounts to the same thing. 
Whether you buy it from Cargills in Minneapolis or from CCC, it 
reduces the load of surpluses. 

Chairman Ricnarps. Is the price the same as if you got the stuff 
from the CCC? 

Mr. Wuire. The price is different, but, as to the point that Con- 

essman Judd is making, when you enter the private market and 
yuy up some of the surpluses that might otherwise go into CCC's 
hands, you short circuit, so to speak, the flow of commodities into 
Government hands. 

Chairman Ricuarps. That is fine, if the price isn’t too much dif- 
ferent, if it isn’t making this program cost more. 

I am concerned, even though it has the effect you mention as to 
surpluses. Do the purchases from private business take more of 
this appropriation is the point. 

Mr. Wuirr. For all practical purposes, the prices are substantially 
the same. 

Chairman Ricuarps. Mr. Burleson. 
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Mr. Burueson. Mr. Garnett, this total figure of $8.9 billion repre- 
sents loan commitments as well as actual inventories, does it not? 
There are commitments on loans and guaranties, but that doesn’t 
mean that we have corn, wheat, or cotton, or something of that sort 
physically on hand. You are starting with that premise, which is a 
false one to begin with; is that not right? 

Mr. Garnett. The $8.9 billion includes inventory and loans. 

Mr. Burueson. It does not mean that we have that much physical 
stuff on hand? 

Mr. Garnett. That is right, at this time. 

Mr. Burteson. You have to remember that in talking about these 
total figures. 

Chairman Ricuarps. It doesn’t necessarily mean that. 

Mr. Burueson. We start with a false assumption unless this fact 
is made clear. 

Chairman Ricuarps. We started out trying to get the total value 
of the commodities that we shipped abroad in the aid programs no 
matter what channel it goes through. 

Mr. Jupp. It would be worth while to know how much is loans and 
how much is inventory. 

Mr. Burteson. You will not get a true picture starting from the 
point that you are starting with now, because your figures are not 
going to jibe as to what we disposed of through any channel with what 
we actually have on hand. Isn’t that true, Mr. Garnett? 

Mr. Garnetr. Pardon me. 

Mr. Burusson. Is that not true? 

Mr. GarNETT. Yes, sir. I can give you the exact figures. The 
inventory, plus loans, is the $8.9 billion that I gave you as of the 28th 
of February. Of the 8.9, 5.7 was in inventory. 

Mr. BurLeson. You mean, on hand? 

Mr. Jupp. 3.2 is loans. 

Mr. Garnett. And 3.168 is pledged for loans. 

Mr. Burteson. Then, are you starting with your figure of 5.7? 

Mr. Garnett. Yes. 

Mr. Burtrson. Those are your true figures of surpluses. 

Mr. Jupp. Not of your surpluses. That is the true figure of what 
CCC has in storage, but it isn’t the true total figure of surpluses. 
What the farmer has out in his own granary and corncrib, with a loan 
on it, is still surplus. 

Mr. Burueson. I don’t assume that it is a surplus. 

Mr. Jupp. You don’t call that surplus? The endless acres of 
storage bins throughout the whole Midwest—those are not surpluses? 

Mr. Burteson. No I do not. It is no more of a surplus than are 
the crops sticking their heads through the soil at this very time. 

Mr. CarNAHAN. I wanted to ask on that, I wanted to know how 
much was loans and how much was inventory. We had so many 
figures given that I hardly understand one from the other. 

I would like to ask this: What has been the total disposition from 
surplus commodities or will have been the disposition in fiscal 1956? 
We have an 8-year period. I would like to know what is happening 
this last year, how much has been sold from surpluses in 1956. 

Mr. Garnerr. Mr. Congressman, we have not made this projection, 
but.for calendar 1955 it was approximately 1.2 billion under all 
programs, 
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Mr. Carnanan. How much of that was disposed of under mutual 
security legislation; and how much was disposed of altogether jy 
calendar 1955? 

Mr. Garnett. I gave 1.2 billion as the total under all programs. 

Mr. Carnanan. Under all programs, of surpluses that were disposed 
of abroad? 

Mr, Garnett. We will through special Government programs. 

Mr. Carnanan. What was the total disposition from surpluses 
disposed abroad? That is what I am trying to drive at. I want to 
know what portion the mutual security program has contributed 
to the disposition of surplus agricultural commodities. 

Mr. Garnett. The export of farm products was approximately 
$3 billion. 

Mr, CarnauHan. That is in calendar 1955? 

Mr. Garnett. Yes. I would like to ask Mr. White to give the 
figure for exports under 402. 

Mr, CarnaHAn. I would like to know the exports under all of the 
aid programs. 

Mr. Garnett. Under all aid and Government programs it amounts 
to approximately $1.2 billion. 

Mr. Jupp. The rest of it is commercial channels? 

Mr. Garnett. Yes. Of the $1.2 billion, 402 has played an impor. 
tant part. 

Mr. Jupp. You have as your estimate for fiscal 1956, $270.9 million. 
That is fiscal 1956, of which half is calendar 1955. 

Mr. Garnett. That is under 402. We don’t have an estimate for 
all the other programs. 

Mr, CarnaHANn. Then foreign-aid programs have made possible the 
distribution of more than a third of the agricultural products that 
were exported during calendar 1955? 

Mr. Garnett. Not all aid programs. That is not quite right. 

Mr. Jupp. He said, “Government programs.” A half billion of 
that is CCC sales in normal commercial processes and can’t be credited 
to the foreign aid—— 

Mr. Carnauan. I still want to get the amount that is credited to 
foreign-aid programs. 

Chairman Ricuarps. Mr. Garnett has another engagement. | 
don’t see how we will be able to dovetail all these conflicting hearings. 
You are supposed to appear before the Senate Finance Committee 
right now. We had better let you go now, and maybe then we cat 
get you back. 

Mr. Garnett. If it is necessary to come back, I will. I have two 
members of my staff here. 

Chairman Ricwarps. You have two members of your staff who can 
answer questions? 

Mr. Garnett. Yes. Mr, Roberts and Mr. Eskildsen. 

Mr. Jupp. While you are doing that, I would like to say, on the 
record, while Mr. Garnett is here—— 

Chairman Ricnarps. Doctor, I have to let Mr. Garnett keep his 
engagement. : 

(r. Jupp. I want to say it for him to hear. If Mr. Garnett can! 
find ways through triangular trade or other processes of getting more 
of our surpluses disposed of, I don’t know anybody who can, because 
from the beginning he has been the No. 1 sparkplug that I had contact 
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with in the Farm Bureau before he was taken into the Government, 
in trying to use our surplus agricultural products in foreign-aid 

‘ograms. 

‘ Mr. Burteson. I want to ask him at some time if his theories are 
the same today as they were then. 

Chairman Ricuarps. Mr. Richard H. Roberts, Deputy Assistant 
Administrator for Market Development and Programs, will take Mr. 
Garnett’s place here to answer any questions along that line. 

Mr. Vorys. I had one question I wanted to ask Mr. Garnett. He 
handed me this chart. It says on the back, “Figured at constant 
prices.” Does that mean it is figured as 1925 prices? Is that valuing 
the dollar at the 1925 value or what, or do you know? 


STATEMENT OF RICHARD H. ROBERTS, DEPUTY ASSISTANT AD- 
MINISTRATOR FOR MARKET DEVELOPMENT AND PROGRAMS, 
FOREIGN AGRICULTURAL SERVICE, DEPARTMENT OF AGRICUL- 
TURE 


Mr. Rozerts. That is an effort, sir, to try to evaluate the changes 
from year to year on a purely quantity basis, an attempt to try to make 
it possible to show what the combined total of bales of cotton, bushels 
of wheat, and pounds of tobacco is in the export, and how they 
fluctuated from year to year in the total overall quantity of all those 
different kinds of commodities. 

To do that, the average of the 3 years, 1952 through 1954, is used 
as a hundred percent as the price base. 

Mr. Vorys. What would be the variation in that chart if you used 
whatever the actual price was, so that you could compare it with 
everything else we do, when we talk about the dollars we appro- 
priated, taxes we had in that year, and so forth? 

Mr. Rossrts. On the basis of actual prices, the general overall 
trend would be upward, because the price levels for most of the com- 
modities are at a higher level than in many of the earlier years. 

However, it would also exaggerate such periods as the early 1930’s, 
when the prices were exceptionally low, and would indicate the values 
are much lower than these quantity indications here. And also high- 
priced periods, like during the Korean emergency of 1950 through 
1952, would be greatly exaggerated and show a much higher peak. 

Mr. Vorys. I wish we had that, because that is the kind of thing 
we have to think about, the kind of economy and dollars we had in 
the depression period and the kind of economy and dollars we had in 
the Korean war period. 

Mr. Rosperts. That information can be submitted We have it 
both in chart form and in terms of the actual figures. As a matter of 
fact, on this breakdown on exports over the last 8 years, and what 
_ of them went through Government financed programs, those wil 

e on the actual dollar figures rather than on this index basis. 

Chairman Ricnarps. Can you submit that in the form which has 
been suggested? 

Mr. Roserts. Yes, sir. 

Chairman Ricuarps. I wish you would. 

Mr. Roperts. We will be glad to. 

(The information toageutet appears on p. 532.) 
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Mr. Vorys. I am disappointed, Mr. Chairman. I thought this 
was going to be a day when we found out about agricultural surpluses 
in our foreign-aid programs. 

I am disappointed we have to wait for a whole lot of information 
that I thought of course would be available in this room this morning, 

Chairman RicHarps. Mr. Carnahan. 

Mr, Carnanan. I want to go back to this $3 billion agriculturg] 
export in calendar 1955. Do you have the total of agricultural 
surpluses that were exported under 402, 480, and under relief programs? 
If you have the total give us that, if not, then give them separately, 

Mr. Wurre. Mr. Chairman, I would like to call attention again to 
page 3 of the presentation before you. That carries the table on the 
exports under the 402 program, beginning with fiscal 1954 and the 
estimate for fiscal 1957. That is just one program that the Congress. 
man. has in mind. 

Mr. Carnawan. Which is the figure, the 270 or the 250 or the 467? 

Mr. Wuire. These are fiscal years. In fiscal 1956 it is estimated 
at 270.9. I testified earlier that we were trying to reach the 300 
million target set by the Congress for this fiscal year. 

Mr. CarnaHAN. That-is under 402. What have we disposed of 
under 480? 

Mr. Warrr. The Department of Agriculture may reply to that. 

Mr. Roserts. Yes, sir. On page 15 of the same document, we 
have a table. In the next to the last column it shows the market 
value, plus the ocean transportation cost, of the commodities that 
have been included in title I, Public Law 480, agreements during the 
fiscal year 1955. 

Mr. CarnaHAN. That is 361, approximately? 

Mr. Roserts. Yes, sir. 

Mr. CarnaHANn. Then, the aid programs? Do we have those? 

Mr. Jupp. He said, 250. You mean, the relief shipments? 

Mr. CARNAHAN. Yes. 

Mr. Wuire. The next title of Public Law 480 is title IT. 

Mr. CarnaHAN. This 361 was just under title I? 

Mr. Wuire. Yes. The title I] program is administered by the 
International Cooperation Administration. And the table on page 
42 shows that for fiscal 1956, thus far, 77 million has been financed, 
and the estimate for this fiscal year, as contained in the presentation, 
is $95 million. 

Mr. CarnaHan. We still don’t have comparable figures because 
we have figures for different periods. Would this 77 hit fairly close 
in the calendar 1955? I wanted to get a year so we can make a com- 
parison. 

Mr. Wuirtse. We have no figures in the foreign-aid appropriations 
at this moment on a calendar year basis. They are all on a fiscal 
year basis. But for fiscal 1955, title II was $109 million. 

Mr. CarnaHANn. That is title II of 480? 

Mr. Wuire. Yes. 

Mr. Jupp. How much was title III, barter? 

Pa CarnaHan. Disposition made under any of the other titles 
of 480. 

Mr. Jupp. What is the barter figure? 

Mr. Roserts. One is barter and the other is donations through 
voluntary agencies. During fiscal 1955, the barter operation totaled 
$281 million, and the donations for both: 





MUTUAL, SECURITY ACT OF 1956 407 


Mr. Jupp. Through the 19 voluntary agencies. 

Mr. Roserts. That one included domestic relief. I will have to 
turn to another page. oy 

Mr. Jupp. This is the figure that he gave of $250 million. 

Mr. Roserts. $200 million is foreign donations. 

Mr. Carnahan. Is there any other disposition under 480? 

Mr. Roserts. No, sir.’ That covers all.of the dispositions under 
480. 

Chairman Ricwarps. Mr. Garnett is back with us, now. 

Mr. CarnaHAN. Then, approximately one billion two has been 
disposed of under the foreign aid programs? 

Mr. Garnett. Fiscal 1955. 

Mr. CarNAHAN. Then we have accounted under the aid program 
for more than a third of the agricultural exportations? 

Mr. Garnett. Of all aid programs. 

Mr. Jupp. If your total exports were $3 billion, $1.2 billion, more 
than a third, has been through the aid program. 

Mr. Garnett. Yes. 

Mr. Jupp. As a technical matter, I wonder if you can call the 
barter an aid program, since we get strategic materials in return. 

Mr. CaRNAHAN. It isa fairly smallone. At least, we have disposed 
of agricultural surpluses. That is all, Mr. Chairman. 

Chairman RicHarps. Mrs. Bolton. 

Mrs. Botron. I have quite a different approach to it—you men 
flounder around in the figures—but I would like to know who makes 
the decisions of where the sales are to be made and whether it has any 
relation at all to the State Department and our foreign policy. 

Mr. Garnetr. You are speaking to 402? 

Mrs. Bouron. I don’t know what I am speaking to. I don’t 
really care what I am speaking to. Where some of these go you are 
upsetting the markets. 

Mr. Garnett. Under title I of Public Law 480, the decision is made 
by an interagency, interdepartmental committee. Represented on 
that committee is the Department of State, the ICA, the Department 
of Defense, Agriculture, Treasury. 

Mrs. Bourton. Quite pointedly, who made the decision on Indo- 
nesia and on the Burmese situation? Who made the decision on the 
sale—sale or donation or whatever to Italy which cramped the 
‘gyptian markets, and so on? 

Mr. Garnett. These were all made by the International Agency 
staff, on which all departments and agencies of Government are 
represented that have a bearing on this problem. 

Mrs. Boiron. In what proportion is the vote taken? 

_ Mr. Garnert. It is not a voting matter. It is a unanimous deci- 
sion. 

_ Mrs. Botron. If that is the case, then I think we had better see to 
it that we have better representation concerning the matters that have 
to do with other countries and disrupting their situation—take the 
Egyptians—we are trying to get them to sign as to the Aswan Dam. 
They still have to raise $138 million, as I understand it. If they 
can’t sell their cotton, where are they? So the reason Russia gets 
into those areas is because she will barter. We don’t. We sell 
cotton to the places where she has markets. 
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Mr. Garnett. In the first place, Egypt switched some wheat acre. 
age to cotton, until she found—she did so to the extent that she found 
herself in a very short wheat situation. We then shipped wheat to 
Egypt under Public Law 480, and those funds were rs to strengthen 
and help the Egyptian Government. 

We have taken, in each of the cases that you have mentioned, we 
have given very careful attention to the interests of the competing 
foreign governments. 

Mrs. Botton. This is just a little notice, that on section 106, the 
act is amended by adding the following, ‘“‘The Secretary of Agriculture 
is also authorized to determine the nations with whom agreements 
shall be negotiated and to determine the commodities and the quan- 
tities thereof.” 

This would seem to give Agriculture all the decisions. 

Mr. Garnett. In the statement that I made first, it was that we 
are very mindful of this congressional instruction; however, we have 
gone ahead and operated on a governmentwide basis. 

Mrs. Botton. Making a bit of trouble, too, perhaps? 

Mr. Garnett. We have done a lot of good. 

Mrs. Botton. Of course, I am quite in agreement. 

Mr. Garnett. A recent statement of ECAFE has pointed up the 
benefits. 

Mrs. Bouton. What is that? 

Mr. Garnett. The Economie Commission for Asia and the Far 
East have recently made a public statement—well, a statement to the 
effect that I will be glad to submit for the record, a statement as to 
how beneficial Public Law 480 has been. 

Mrs. Bourton. 1 am glad it has helped the Far East. It has been a 
little difficult in the Near East. That happens to be where my exper- 
ence is, and I am troubled over it. 

I would also like to know—we are continuing to send our surpluses 
to Israel, aren’t we? 

Mr. Garnett. Yes. 

Mrs. Bouton. In a quite considerable number of dollars, I hope? 

Mr. Garnett. We have a 480 program there. 

Mrs. Botron. Is ita large program? There are 230 million pounds 
of rice to Pakistan, with 132 million pounds donated. Did Pakistan 
not buy its rice from anybody 

Mr. Garnett. In each case we always require the usual marketings. 
In other words, when we sell rice to Japan, we require the usual 
purchases by Japan from Burma and Thailand 

Mrs. Boiron. Why is Burma so unhappy about it? 

Mr. Garnett. Well, they are pursuing a policy—I would rather 
have one of the other men who is more familiar with the foreign 
aspects of this, speak to it—to my knowledge, the Burmese pursue 
a policy that Asian markets for rice are for Asians, and that they 
resent any rice coming in under any circumstances. 

Mr. Jupp. But isn’t it true that if we had not given our surplus 
commodities under a Public Law 480 program to Indonesia, Burma 
wouldn’t have been able to sell one more pound of rice to Indonesia’ 

Mr. Garnett. We believe that is correct. 

Mr. Jupp. Burma is selling the same amount to Indonesia that she 
sold previously. We did not cut down Burma’s sales to Indonesia: 
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She says that she wants all sales in Asia to be by Asian countries, 
but there wouldn’t have been any more sales. This wasn’t a sale 
except for local currency. 

Mr. Garnett. The Indonesians didn’t have the wherewithal to 
purchase it. : ; ane: 

Mrs. Botton. The Egyptian matter was under discussion. Was it 
decided by a group or by the Secretary of Agriculture? 

Mr. GarNeETT. It was decided by a group. 

Mrs. Botton. I do want some enlightenment on it. It would seem 
to pose some very, very real problems, especially with the change of 
attitude of the Russians, their determination to move not only into 
the Near East but to move down into Africa. 

Mr. Garnett. May I assure you that we are very mindful and 
sensitive to all of these political developments. 

Mrs. Botton. I hepe we will get some very real evidence of that 
fact. shortly. 

Mr. Burueson. Isn’t it a fact that prior and during the Korean 
war we had an agreement with Egypt to accept 90,000 bales of 
long-staple cotton into this country for fibers for which shorter 
staple does not fit, and in this last year we accepted in excess of 
70,000 bales which actually we did not need and which competed with 
the cotton in this country; is that not true? 

Mr. Wuire. This is not a foreign aid matter. But it is correct, sir, 
that the importation of cotton into the United States is under a quota 
system, for which there is a quota of long staple cotton which does 
provide the Egyptians an opportunity to export to this country, 
pete to demand, up to about 90,000 bales of long-staple cotton 
annually. 

It is my understanding that the importation of cotton from Egypt 
so far this year is running below that of previous years. There has 
been developing in the Southwestern States a long-staple cotton that 
more nearly competes with the long-staple cotton of Egypt in the 
domestic markets today, and there is therefore less need than in 
former years. 

Mr. Burteson. We have honored this importation by accepting 
and not rejecting the quota that was set up. 

Mr. Waite. There is a quota that allows Egypt to sell based on 
demand. 

Mrs. Bouron. The sales are now accepted in this country? 

Mr. Wuire. Egypt is perfectly free to sell cotton to textile mills 
or textile importers- 

Mrs. Boiron. These United States mills are getting their cotton 
here in America, so they have cut down on the Egyptian imports? 

Mr. Wurre. To the extent that mills can get cotton suitable to 
their needs, they do not buy Egyptian cotton unless the price is right. 
[ was in Egypt only 2 or 3 weeks ago. They have disposed, by vari- 
ous measures, of a large part of the cotton they produced last year. 
Chere is not as large a stock of cotton in Egypt as there is in the 
United States, In fact, there are no large stocks of cotton in the world 
except in the United States. 

Mr. Jupp. Isn’t it true that in the farm bill that the President 
vetoed there was a reduction of the quota of long-staple cotton that 
could come into the United States? 

Mr. Ware. I haven’t had an opportunity— 
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Mr. Jupp. That is one of the reasons why I thought it should be 
vetoed. It might have been done administratively, but I didn’t gee 
any sense in writing it out in a law that we were going to cut down 
our imports of the one commodity by which Egypt can earn foreign 
exchange in any substantial quantity. Where else could Egypt 20 
except to the Soviet Union? 

Mr. Wuirr. If I may reply to one thing, with respect to rice ip 
the Far East: I have just returned from a 2-months’ trip into the rice 
bowl. I was in Indonesia at the time the Public Law 480 agreement 
was signed, and I heard the Indonesians state the use they were going 
to make of the rice. Indonesia is finding it difficult to buy the rice 
et the people of Indonesia need because of foreign exchange diffi- 
culties. 

The Public Law 480 agreement, as I understood it, required the 
Indonesians to purchase 400,000 tons of rice in Asia to protect the 
Burma and Thailand markets. The rice supply situation in Indo- 
nesia last month was not good. They wanted the Public Law 480 
rice, something they could pay in local currency, to use as a reserve 
to draw upon when they had temporary shortages. 

I was in Bandung last month, and during the week I was there the 
price of rice locally advanced about 70 percent. It happened when 
there was some foreign news that seemed to be unfavorable to Indo- 
nesia and her relations with certain other countries, and there was a 
temporary sharp rise in the price of rice. People who held the rice, 
they being Chinese merchants, saw an opportunity to take advantage 
of a situation. The Indonesian Government would like to have a 
supply of rice on hand to meet an emergency like that, to release it. 

I believe there is in Indonesia and in the Philippines, too, a desire 
to expand their trade with their Asian partners. I was also in Thai- 
land and discussed with the chief of the rice bureau, the director 
general of the rice bureau, their outlook for the current season and the 
season ahead. 

They feel they may be able to dispose of the rice in prospect, but 
they do appreciate the policy that the Department of State and the 
ICA and others here have tried to advance, and that is to protect the 
Asian markets for Asians to the extent of their usual markets and to 
share equitably with the United States any increase in those markets 
and not to price rice from the United States below the price of the 
Asian sources in a way that would undermine their foreign exchange 
and destroy their trade with their Asian partners. 

Mrs. Bouton. Was that our arrangement with them? 

Mr. Wuire. With Japan and with Indonesia and it would be with 
any others. It is what we believe is a carefully thought-out policy 
which will preserve as much as can practicably be done in trying to 
move any surplus products from the United States to the Far East 
without endangering or worsening our relations with those countries. 

Mrs. Botton. It looks to me, with the situation in the Near East, 
that it behooves us to use a great deal of wisdom in these things. We 
just open the doors to Moscow every other day, sometimes every day. 

hank you very much. I appreciate your statement. 

Chairman Ricuarps. You say you will submit this information, in- 
cluding the chart and the exact figures later? 

Mr. Wuire. Our data is all included in the presentation book. 
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Chairman Ricuarps. I think we had better go ahead with what 

vou have. Do you want to go into this other matter? 
“ Mr. Waite. You have before you the peers in the presentation 
book that deal with title II and ocean freight. There is a statement 
in the testimony that is submitted before you, beginning on page 38, 
respecting title TI and title ITI, ocean freight. , 

I would like to, at the beginning, point out the history very briefly 
of title Il. Title II is an authorization that began in fiscal 1955 that 
made it possible to supply surplus agricultural commodities held by 
the Commodity Credit Corporation to foreign governments and to 
friendly people to meet needs arising out of floods, droughts, hurri- 
canes, and other relief requirements. 

It provided for a reimbursement by direct appropriation to Com- 
modity Credit of up to $300 million for a 3-year period. This legisla- 
tion was preceded by somewhat similar programs of earlier years, 
notably Public Law 77 program to Pakistan and a more general 
law, Public Law 216, under which $100 million was authorized for 
fiscal 1954. 

We have already pointed out that in the first year of the operation 
of the title II program, $109 million was obligated out of the $300 
million authorized over the 3-year period. We have testified that in 
the second year, which is the current fiscal year, 1956, $77 million 
additional have been authorized thus far this year and we estimate 
that $95 million will be authorized for fiscal 1956, which, if it occurs, 
will leave $95 million remaining of the $300 million, to be obligated 
in fiscal 1957. That is what the presentation calls for. 

The $77 million authorized thus far this year has been for programs 
in 10 countries on 4 continents. The distribution has been heavier in 
some countries than others, but reasonably a good distribution around 
the world. The biggest requirement for foods in instances of this 
kind is for cereal, where about two-thirds of the funds have gone, and 
then the next largest item is for milk and dairy products. 

Mr. Jupp. Before he gets on to another subject, may I ask a 
question on what he just said? ‘Title II set up $300 million for 3 
years as a Maximum; isn’t that right? 

Mr. Wuire. That is correct. 

Mr. Jupp. You have testified you have used $205 million in 2 years, 
leaving you $95 million for the remaining year. I recall when that 
was before us, I offered an amendment to increase the $300 million. 

Would you like to have that maximum increased? Do you think 
you could use advantageously more than the $95 million authorization 
you have left? 

Mr. Wuire. I believe, sir, there was a provision in the farm bill 
that provided for increasing the $300 million to $500 million and by 
providing payment for ocean freight out of the $500 million. The 
Department of State and the ICA reported favorably on that 
amendment. 

Mr. Jupp. Would you like to have anything in this legislation that 
would increase your possibilities of disposal under this provision? 

Mr. Wuirs. We have screened, sir, rather rigidly the programs to 
come within the $109 million for last year and the $77 million for this 
vear. 

I am morally certain if there were more funds available, they could 
be used advantageously. 
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Mr. Jupp. That is what I thought. And when we have all these 
surpluses lying around, and here are good uses for them, I think it jg 
advantageous from the standpoint both of our foreign policy and of 
our own domestic economy to use more of them in this program. 

Mr. Wuite. Yes, sir. We have a problem in ocean freight which 
I want to speak about. 

Mrs. Ketity. Would an amendment to Public Law 480 come in 
this committee or in the Agriculture Committee? 

Mr. Jupp. We can amend Public Law 480 because the House can 
do anything it wants to. An amendment doesn’t have to originate 
in the Agriculture Committee. 

Mr. Waite. I would like to repeat just for emphasis that under 
title II of Public Law 480 I mentioned floods, droughts and hurricanes, 
These are the urgent relief requirements. Most of the food is dis- 
tributed free of charge, with labeling to show that it comes from the 
people of the United States and that it is given to the people who are 
urgently in need of food. 

Mr. Jupp. We got caught down there by the desire of some Mem- 
bers to cut down foreign aid and at the same time their opposite desire 
to get rid of surpluses. They compromised on $300 million, which 
wouldn’t look as if it were too extravagant to their constituents, but 
at the same time would dispose of some of the surpluses. 

Chairman Ricuarps. You always step into a buzz saw when you 
amend a basic law that originates under the jurisdiction of another 
committee. 

Mr. Jupp. This would only increase the amount available. It 
wouldn’t change a policy, whereas that shipping amendment changes 
policy. That is where we get stuck. 

Mr. Wuire. I call attention to the sheets in the presentation book, 
251 through 254, and the statement before you—— 

Chairman RicHarps. You mean, in the big book? 

Mr. Wuire. Yes; and in the material before you in this form. It 
is on page 40. In fiscal 1955, when $109 million of commodities 
were authorized under title II, there was $14.1 million for ocean 
freight, of which $12.5 million was provided by the transfer author- 
ization from other sources in the mutual security appropriation. $1.6 
million was financed by the foreign governments. In fiscal 1956, the 
current fiscal year, $95 million is estimated to be authorized under 
title II and will require $13.4 million ocean freight, from which $3.5 
million will be drawn from the direct appropriation for ocean freight 
for this purpose and for title If purposes. $5.5 million will be trans- 
ferred under section 409 to meet the balance required from the 
American Government, and $4.4 million ocean freight will be paid 
by the foreign government, making the total of $13.4 million. 

For fiscal 1957, $2 million is requested in the ocean freight appro- 
priation of $14 million for both title IT and III, Public Law 480. [tis 
estimated that about $4 million may need to be transferred under 
the section previously referred to, section 409, and to request the 
foreiga governments to finance $7.4 million of the ocean freight, 
making a total of $13.4 million required for ocean freight in fiscal 
1957 on $95 million worth of agricultural surpluses estimated for 
that vear. 

I believe, sir, that concludes my remarks with reference to title I], 
ocean freizht. 
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Mr. Jupp. Is the amount that you are recommending adequate, 
do vou think, to take care of the ocean freight requirements in this 
coming fiscal year, because the voluntary agencies all seem to think 
it ought to be higher? 

Mr. Waite. There are some problems in this connection, sir. 
While we have estimated here that the foreign governments might 
pay $7.4 million in ocean freight in fiscal 1957, as contrasted to $4.4 
million in fiscal 1956, we are uncertain at this time as to whether or 
not they would be able to do so. 

One of the reasons why we have a request of $2 million here for 
ocean freight, which requires asking the foreign governments for 
larger contributions, which they may be able to make, is because 
after the estimates of $14 million for ocean freight for titles IT and III 
was cleared by the executive branch and sent forward, or about to 
be sent forward, the Department of Agriculture made eligible under 
title III food grains, wheat, rice, dry beans, and another commodity, 
corn, and these items were of great interest to the voluntary agencies. 

It was decided at that time to finance the ocean freight under 
title III for the grains. Accordingly, the requirement for financing 
under title II] increased from $9.5 million in fiscal 1956 to $12 million 
estimated for fiscal 1957, and the title Il estimate for freight was 
reduced accordingly, and it was decided to ask the foreign govern- 
ments to make up the deficit. That is the way it will have to be if 
the appropriation is made according to the presentation. 

Mr. Jupp. You still haven’t answered my question directly. Do 
you think that this additional amount you are asking for here is ade- 
quate, or do you think it ought to be larger? Maybe you are under 
wraps and can’t give your personal opinion. 

Mr. Warts. I think the answer I have given is as informative an 
answer as I could give you. 

Mrs. Ketiy. I want to ask if under Public Law 480 the foreign 
currency accumulated is spent the way the purchasing country chooses? 
Under 402, we have complete control; is that correct? 

Mr. Wuire. The foreign currency that is generated under title I, 
Public Law 480, to which there was earlier testimony, is deposited in 
a special United States account, and the agencies of the United States 
Government that have administration over the various uses which 
are negotiated, make request of the Bureau of the Budget for the 
release of the moneys deposited according to the purposes contained 
in the sales agreement. 

For the purposes of purchases of goods for third areas, for the pur- 
poses of stimulating economic development and multilateral trade, 
the International Cooperation Administration presents the claim for 
those currencies. That accounts for very roughly half of the proceeds 
generated under title I of Public Law 480. I can testify to that part 
of the proceeds because ICA administers that. 

Mrs. Ketiy. Therefore, under 480 you have control of half of it? 

Mr. Wutre. ICA has control of approximately half, that is correct. 
A large part of the remainder is for United States uses, paying United 
States—— P 
Mrs. Ketiy. Who has control of that? 

_ Mr. Wurrr. The Department of Defense has control over a part of 
it. The Department of Agriculture has control over part of it. The 
Department of State has control over part of it, according to the uses 
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enumerated under section 104 of that act outlining the several uses 
to which it can be put. 

Generally speaking, each department of the Government which jg 
responsible for a field of activity is responsible for the funds that fall 
within their area of responsibility. 

Mrs. Keutuiy. Doesn’t it make it very confusing? 

Me. Wuirte. No, it does not. For example, in the ICA adminis. 
tration, we are responsible for certain activities, and we are getting 
funds under title I, 480, for similar kinds of activities, and we find it 
not difficult in the administration of funds in this respect. 

As far as the surveillaace over the expenditure of these funds is 
concerned, it is about the same as it is with respect to our 402 or the 
remainder of the foreign-aid appropriated funds. It is treated by the 
mission chiefs, by the staff in Washington, and by the host goverm- 
ments very similarly. 

Mrs. Kextiy. Can the State Department claim control at all, if it 
so desires, under the welfare or the interest of the United States? 

Mr. Wuire. No more than our own appropriations, which are pro- 
vided for in the consideration before this committee. There is no 
different philosophy, no different views that I am aware of under 480 
ont field of activity, ICA, than there is with our own foreign-aid 

unds. 

Mr. Jupp. Mr. Chairman, may I make a request? I will preface 
it this way. I realize the witness has to testify as to the executive 
branch’s position and no more. 

Is it not proper for the committee to ask these men, who are familiar 
with the program, how much they think the ocean freight would be 
on all the commodities that could reasonably be disposed of to good 
advantage by the volunteer agencies under this program? I don’t 
want to take solely the word of the volunteer agencies. They are 
naturally enthusiastic. I would like to have the judgment of our 
own executive agencies as to the amount, not that they recommend, 
but the amount they think can be used advantageously. Let us do 
the recommending. 

I am in favor of this program. I think it ought to be increased. 
But I don’t know how much to increase it without having the experi- 
ence of the men who are dealing with it every day. Whether they 
can give the committee that information, at its request, regardless 
of executive branch positions, I don’t know. But J think it is proper. 

Chairman Ricuarps. I am sorry. I missed that. What is your 
suggestion? 

Mr. Jupp. I would like to have the executive agencies which handle 
these ocean-freight programs, where grants of commodities are made 
to the voluntary agencies and we furnish ocean freight, I would like 
to know about how much they think we could dispose of to good 
advantage in the coming fiscal year, regardless of how much they 
are now recommending. Let us do the recommending. 

Chairman Ricnarps. You are asking them what they recommen@? 

Mr. Jupp. Now or later he has to report what his chiefs are recom- 
mending. J want to know for myself how much could be used adval- 
tageously regardless of what they are recommending. 

Chairman Ricuarps. Who do you want to call on? 

Mr. Jupp. I ask that the committee ask the responsible agencies t 
submit an estimate of how much money can be used advantageously 
in this ocean-freight provision, at our request. 
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Chairman Ricnarps. Do you want this committee to request that 
information? 

Mr. Clerk, will you take notice of that and try to get it? 

Mr. Jupp. We now have only their official position, and, on the 
other hand, the requests of some of the volunteer agencies. 

Chairman Ricnarps. We will request that. Mr. Burleson. 

Mr. Burteson. Mr. Chairman, let me ask Mr. Garnett: At one 
time you advocated that over the long range we develop a program 
for the acquisition of industrial raw materials on this barter end of 
the program. Since we have run into the conflict such as Mrs. 
Bolton has mentioned, and certainly not many of the countries which 
need assistance seem to have an appetite for things that we have to sell, 
and neither do many other nations of the world have an appetite for 
the raw material which they can produce, what are we doing, if 
anything, toward a goal of that sort, Mr. Garnett? 

You used to espouse that theory, and I am asking you about your 
view in your position that you are in today. 

Mr. Garnett. In the last year, the Department bartered for the 
acquisition of $382 million worth of strategic materials. Under 
title I of Public Law 480 it established a supplemental stockpile, 
which may be released only by an act of Congress. 

The ODM is now working on establishing and firming up a rather 
expanded supplemental list in accordance with that, and our bartering 
in the future will be not against the old stockpile objective but against 
the supplemental list. 

Mr. Burteson. You are talking about strategic stockpiling ma- 
terials. What, if anything are we doing to develop a source of 
industrial raw materials in exchange for agricultural products? It 
would not be a stockpiling operation? 

Mr. Garnett. To go directly into industry? No, sir. I am 
sorry. I must have misunderstood. : 

Mr. Burueson. I think the strategic stockpiling would be a part. 
But far beyond that, on a permanent basis. Stockpiling is temporary, 
and we will reach the saturation point, as we have in some things 
already: I am talking about the development of industrial raw ma- 
terials from many of these nations with whom we could do business. 
It is a long-range proposition. Are we looking toward that? 

Mr. Garnett. Let me say that the act, and in the use of the 

currencies, that is, the currencies that accumulate under Public Law 
480, can be used to build up supplies and the resources that would 
supply strategic materials to the United States at later times. 
_ I think Mr. White is better informed on that than I. I have run 
into several instances where roads and facilities are contemplated 
under the use of the foreign currencies, which will supply the United 
States with strategic materials at a later time. 

Mr. Burueson. That still doesn’t answer this question: Are we 
looking to a long-range policy whereby we will assist underdeveloped 
countries to provide industrial raw materials in exchange for what we 
have to sell? 

Mr. Garnett. Not to my knowledge, we have not come to that 
point. Mr. White, would you like to add to that? 

Mr. Wurrs. From the standpoint of the International Cooperation 
Administration, we are giving attention insofar as title I funds are 
available to our administration for economic development and for 
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multilateral trade to sorting out activities and projects in a country 
that would seem to put their economies forward to the greatest extent. 

The availability of the money is just now beginning. It is too early 
to testify to the extent to which projects for increasing the develop- 
ment of minerals and such will have a higher priority over other good 
sound economic development projects for the country. 

I think from our side it will take another year or so to get some 
idea about it. 

Mr. Burueson. As far as I know it has never been used, but, it 
seems to me, Mr. Chairman, one of the best arguments the Adminis- 
tration could have for asking for a long-term commitment on foreign 
aid would be to incorporate in its recommendations such a program 
as this. It hasn’t done it that I know anything about. 

Let me ask this further question, Mr. Garnett. Do you feel that 
the present provisions of law as applicable to farm surplus disposal, 
has been administered with vigor, taking into consideration the limita- 
tions contained in 480? 

Mr. Garnett. I believe the Administration has pursued this 
program as vigorously as the sense of the international relation situa- 
tion permits. 

Mr. Burueson. I suppose that is the only answer possible for you 
to give. 

Mr. Garnett. I am not talking out of both sides of my mouth. 
I think this has been a vigorously implemented program. It had to 
keep in mind our foreign policy objectives. 

Chairman Ricuarps. Mr. White, in planning your nonmilitary aid 
for individual countries, do you take into full consideration what they 
get under 480? 

Mr. Wuire. Yes, sir. There are some problems in connection 
with making estimates of availability of funds under title I of Public 
Law 480 that can be usefully used for economic development of the 
country in which the funds are generated, and in that way lessen 
the demands for foreign aid appropriations. 

But in the guidelines that the Director of ICA sent to the field 
staffs, they ask the mission on the field to make an estimate of the 
Public Law 480 money that might be available for use during the 
year for which the fiscal 1957 request was being made, for the types 
of uses that would substitute for the kind of program envisioned in 
the fiscal 1957 budget. 

The Director also asked the staff in Washington to review the 
incoming programs and to screen them with that in mind. 

As I pointed out earlier in the discussion on the relationship of 
commodities, there are many countries that have Public Law 480 
programs, there being 11 out of the 25, in which we have no 402 

rogram, and oftentimes do not have a mutual security program of any 
Kind. About half of the 480 money, half of the $936 million is in 
countries where there are no significant MSP defense support or 
developmental assistance program, about half of the title I, Public 
Law 480 money runs to those kind of countries. 

About 16 percent is in countries where defense support or develop- 
ment assistance programs are, but where the 480 money is for | nited 
States uses only, paying United States expenses, and not available 
for the kind of uses for which foreign aid money is appropriated. 

About a fourth or 28 percent of the funds, is where there are develop- 
ment assistance or development support programs but where tle 





MUTUAL SECURITY ACT OF 1956 417 


mutual security program objectives require foreign exchange, making 
the local curreacies not usable for the purposes of achieving the foreign 
policy objective. Countries of that sort wouid be like Spain, Pakistan, 
Turkey, Egypt, Israel. 

Chairman RicHarps. Yugoslavia? 

Mr. Wurre. Perhaps to some extent. J was naming countries 
where most of it required dollars to achieve. 

There are other cases where the Public Law 480 funds are for 
economic development but where the mutual security program is 
purely for military support, as in Greece. Now altogether we have 
accounted for 95 percent of the total money generated under 480. 

The remaining 5 percent is in countries where it is used for the 
same kind of purposes for which funds are appropriated, and the 
most typical of that is Korea and Iran. There we try to achieve a 
larger total objective than either program could obtain alone. It 
represents only about 5 percent of the total Public Law 480 
currencies. 

That is a summary of the steps that the International Cooperation 
Administration has taken in the development of the fiscal 1957 
estimates—to the extent that Public Law 480 currencies would be 
venerated and would be available for spending during the period of 
time the funds would be available—appropriated for fiscal 1957, and 
to reduee the estimates for fiscal 1957 according to the availability of 
these funds for that period of time. 

To the best of our knowledge and belief, this has been carried out 
as well as can be reasonably expected. I would like to point out here 
some of the difficulties encountered in the early stages. 

There are agreements that have been signed but which have not been 
implemented. After the agreement of sales is negotiated it is neces- 
sary to negotiate a loan agreement. The loan agreement requires, 
generally, an exchange guaranty. It requires the payment of interest 
beginning after the third year, with stipulated rates of interest pay- 
ments, and with the payments of principal and interest to be made 
semiannually and for the retirement of the full amount. That takes a 
little while to work out even after the sales agreements are negotiated. 

After that is done, the countries may not be exactly at that moment 
in need of buying the commodities from the United States, because 
agricultural trade is highly seasonal between different latitudes of the 
world, and at other times it is complicated by prices. Prices in other 
areas for the same kind of commodities may be cheaper or there may 
be terms of trade that are more favorable with other areas of the world 
and, consequently, there may be a lag in buying the commodities 
under Public Law 480, title I, from the United States. 

The funds are not generated until the commodities are shipped from 
the United States. Consequently, they cannot be deposited for use. 
After they are deposited, it is necessary to develop a program for the 
expenditure of those funds, and then to develop projects for these pro- 
grams. That takestime. And in the early stages, the first 12 months, 
it has been somewhat difficult for the missions on the field and our 
staff in Washington to visualize this quite clearly. But we have done 
the best we could, and I think the people out in the field have done the 
best they could under the circumstances. 

Mr. Jupp. I might say that when I hear the whole process outlined, 
I wonder how they do as well as they do with all the complications. 
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May I ask this question: When you propose for fiscal 1957 a section 
402 program of $250 million—that is your minimum, isn’t it? 

Mr. Wuire. That would be similar to the $300 million minimum 
for fiscal 1956. 

Mr. Jupp. You have to use that much in this form or you don’t 
use it? But you could go above it, if drought or other conditions 
arose that made it advantageous? 

Mr. Wuire. That is correct. 

Mr. Jupp. Do I understand from the earlier interchange with Mr. 
Vorys that you are going either to confirm that document he has 
that $11 billion total, or else submit one that includes everything? 
Maybe our own staff should do it. It would include lend-lease 
UNRRA, post-UNRRA, and interim aid as well as what has been 
done since ECA came into operation? Because all their figures today 
are since April 1948; isn’t that right? : 

Mr. GarRNetT. Yes, sir. We will submit that for the record. 

Mr. Wuire. We will be glad to submit all that ICA and its prede- 
cessors have financed, the $7 billion since 1948. The Department of 
Agriculture would be more appropriate to submit on all the other 
programs with which they are concerned. 

Mr. Jupp. Mr. Chairman, I should like to modify an earlier 
request, in which I asked these gentlemen to prepare an estimate on 
ocean freight. I think perhaps our own staff can work that out, and 
I ask that our staff do it informally with them rather than request an 
official statement. 

Chairman Ricuarps. Can you do that? 

Mr. Crawrorp, Yes, sir. 

Chairman Ricnarps. You see, the issue for many people is just as 
simple as this: We have all these surplus commodities, there are some 
countries who need them and can use them without dislocations in 
their own economy—lI am not talking about rice in Burma. In such 
countries, why is it necessary to provide economic aid in this bill? 

What proportion of the countries do you think we could take care 
of without additional authorization of mutual-security money as a 
result of the availability of Public Law 480? 

Mr. Wuire. There would be very little, according to the 480 dis- 
tribution by countries thus far, the 25 countries in which there are 
programs. I point out that half of that money is in countries where 
we have no 402 programs. I pointed out in other cases that the Pub- 
lic Law 480 money was for uses that are not embodied in the ICA 
appropriation, where we need dollars and cannot use local currencies 
for that purpose. 

At the present time we see very little opportunity of using the 
Public Law 480 currencies beyond that already envisioned in the 
fiscal 1957 submission. 

Chairman Ricuarps. You don’t seeit? The potential is not there? 

Mr. Wuire. That is correct. To the extent that has been possible, 
it was done in preparing the estimates last September, October, and 
November. 

Mr. Vorys. In searching through these books, to take one country, 
I find there is $60 million of Public Law 480 program to Yugoslavia, 
signed up to April 15, 1956. You are 30 million shy on your 402 
estimated. Why are you running a 480 program in Yugoslavia when 
you might use $30 million worth of 402 money? 
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Mr. Wuirte. If my memory serves me correctly, for the present 
fiscal year 1956, to which your question is addressed, the aid program 
for Yugoslavia was $30 million. We have used $25 million of that 
$30 million in a 402 program thus far. The $25 million helped reach 
the $270 million estimate contained in the book. 

There was no room left unless, of course, the aid program to Yugo- 
slavia was increased. ‘That was not requested. 

Mr. Vorys. I can’t get hold of the specific figures out of any of these 
records. I find here the fiscal 1956 agreement for Yugoslavia totals 
under 480 $60 million. Iam looking at page 16. 

Mr. Wurrte. That is title I, sir, Public Law 480. The foreign-aid 
program is the 402 program. The foreign aid program for fiscal 1956 
for Yugoslavia was $30 million appropriated in the mutual-security 
funds, and $25 million of that $30 million program was used to meet 
the 402 requirements. 

To that extent, there wasn’t but $5 million remaining in the Yugo- 
slavia program, so it couldn’t be used to cover the $60 million that 
was made available in Public Law 480. These are two separate acts. 
We exhausted the funds appropriated to Yugoslavia, appropriated 
for foreign aid. 

Mr. Vorys. You put $60 million worth of stuff into Yugoslavia 
under 480. Do you mean to say that we then did $85 million worth 
of agricultural surpluses, that we put in $85 million in 1956 into Yugo- 
slavia? 

Mr. Wuirer. I would have to check the figures, sir. There was a 
402 program of $25 million and a Public Law 480, title I, program in 
addition to that. It would be the sum of the two programs. 

Mrs. Kretuy. That $25 million came up during previous hearings. 

(Discussion off the record.) 

Mr. Vorys. The table prepared by our staff shows that Yugoslavia 
under 402 got $25 million, but that the mutual security type programs 
under 480 amounted to $97 million. 

Dr. Buttock. That is right. 

Mrs. Keuty. I think $40 million was the amount told to us. 

Dr. Buttock. I don’t remember. 

Mr. Vorys. Then, our foreign-aid program in Yugoslavia amounted 
to $97 million instead of $30 million; is that it? 

Mrs. Keuiy. I believe that is it. 

Mr. Vorys. Is that it? 

Chairman Ricnarps. Can anybody answer, or will somebody pro- 
vide that information for the record? 

Mr. Wuire. We will be glad to supply the answer. I wasn’t quite 
clear as to the exact question at the moment. 

Mr. CuiperFietp. Why couldn’t you reduce the amount under 
480 and increase the amount under section 402? You only have 
$270 million. Why couldn’t you increase 402 and reduce 480? 


STATEMENT OF DR. D. A. FITZGERALD, DEPUTY DIRECTOR 
FOR OPERATIONS, INTERNATIONAL COOPERATION AD- 
MINISTRATION 


Mr. FirzGrrap. I would like to speak to that. 
Chairman Ricnarps. We have Dr. FitzGerald with us. We were 
hoping to get to the Asian fund this morning, but we won’t until 
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tomorrow. I hope everybody can be here at 10:30 in the morning. 
Will that suit you all right? 

Mr. FrrzGeratp. Yes. Mr. Vorys and Mr. Chiperfield have 
asked a very logical question. We appear to be falling short of our 
minimum on section 402: Why is it that we can’t reach that minimum 
in this particular instance using more funds under section 402 in 
Yugoslavia and less 480 funds? 

The problem in this matter, gentlemen, is primarily one of timing. 
When we got our appropriation from the Congress in the fall of last 
year, we laid out a tentative schedule of all our funds by countries 
and by programs. In the course of laying that schedule out, wa 
laid out also a schedule of $300 million worth of surplus agricultural 
commodities, of which we had $25 million in Yugoslavia and $275 
million throughout the rest of our programs. 

If we had known when we had to firm up the Yugoslavia program, 
that some of our other plans for the use of funds under section 402 
were not going to materialize, we could have done just as you said, 
Mr. Chiperfield, and increase the 402 program. It would have been, 
as | am sure you will understand, sir, at the expense of another pro- 
gram for another country which we hope to be able to achieve. 

Mr. Vorys. I don’t see that at all. 

Chairman Ricnarps. One minute. Mr. Carnahan, will you take 
the Chair? We will go into the Asian fund in the morning. 

Mr. Vorys. Is it correct that you spent $97 million on mutual- 
security programs in Yugoslavia? 

Mr. FrrzGeraxp. If that is in the committee report, I am sure it is 
correct. 


Mr. Vorys. Then you had a mutual-security program three times 
the size it was presented in the illustrative program here, and you 
could have wiped out your so-called deficit on 402? 

Mr. FrrzGerap. That is correct. 

Mr. Vorys. And you wouldn’t have deprived anybody of anything 
because the 480 would have gone just as far as it could go. 

Mr. FrrzGeravp. I haven’t made a clear, Mr. Vorys. If 


we had known at the time we had to make a decision on a combined 
program for Yugoslavia, that we were likely to be unable to reach our 
402 programs in some other countries, then we could have shifted 
more of the Yugoslavia program and financed it from section 402 funds. 
When we had to make the decision in respect to Yugoslavia, we 
still hoped to be able, and we still do hope to be able, to achieve our 
program objectives in other countries, including their share of the 
section 402 program. a 
As Mr. White indicated earlier, we are firm on $270 million this 
year, but we have not given up the prospect, and we are now more 
hopeful than when this material was prepared that we will in fact be 
able to reach the $300 million 402 program before the end of this fiscal 
rear. 
; The point is, Congressman Vorys, that we would not have considered 
that it was desirable, at the time we had to make a decision in Yugo- 
slavia, to reduce our plans for economic assistance to some other 
country in order to take the funds that would be required to provide 
additional wheat for Yugoslavia. I am sorry if I am not making 
myself clear. 
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Mr. Vorys. I think you make yourself clear. There are two sets 
of books that are run around here. You start marking in them, even 
though it is all the same money and it is all the same wheat. You 
can’t change your books and you can’t change your program which is 
on a piece of paper; is that it? 

Mr. FrrzGrraup. We, of course, do modify our programs and keep 
them up to date. There are changes from time to time in our program. 

In the case of Yugoslavia, Mr. Vorys, when we came before the 
committee and Congress last year, our best judgment was a program 
of $30 million of mutual-security assistance to Yugoslavia represented 
an appropriate, desirable aid to that country in the light of our interest 
and concern. As the season progressed, as Mrs. Kelly mentioned, 
there were new developments in the Yugoslavia situation. One of the 
developments was a much poorer grain crop last year than we had 
anticipated at the time we were before this and other committees of 
the Congress. 

At the time that Mr. Murphy was in Yugoslavia, a number of things 
were clear. One, the crop was going to be much shorter than we 
had earlier anticipated. Number two, there were the problems that 
you made reference to, Mrs. Kelly, in connection with the military 
side. 

We reached a conclusion that our interests in and concern about 
Yugoslavia required reconsideration of what our total assistance to 
that country was going to be. We had two options at the time that 
matter was before us. One option would have been to say that we 
will take mutual security funds from other contemplated programs 
and increase by a substantial amount the mutual security program 
used for Yugoslavia. 

That would have meant that we would have had to make a decision 
last fall, early last fall, that the Yugoslav problem was sufficiently 
critical and serious to divert funds from other programs to Yugoslavia. 

The alternative that we had, as the result of the availability of 
Public Law 480, was instead of having to make a decision early in 
the fiscal year that the Yugoslav program by the end of the fiscal year 
would have more importance than anything else we had planned for, 
to maintain our planned distribution of the funds made available by 
the Congress under the Mutual Security Act, and meet the problem 
that faced us in Yugoslavia by recourse to Public Law 480. 

This opportunity to use Public Law 480 to promote and advance 
the foreign policy objectives of the United States is one of the general 
provisions that there is in Public Law 480, Congressman Vorys. 
The considered judgment of the executive branch was at that time 
that under those conditions the most effective and useful thing to do 
from the point of view of United States interest was to offer Yugoslavia 
i program which consisted, on the one hand, of $30 million worth of 
aid from mutual security funds, and these necessary additional 
surplus commodities under Public Law 480. 

lf Public Law 480 hadn’t been available, we would have then had 
to make a decision of some other kind. The availability of Publie 
Law 480—let me make one other comment, sir—the availability of 
Public Law 480 made it possible for us to move more surplus agri- 
cultural commodities to Ticcate than would otherwise have been 
possible, because last fall we wouldin’t have felt it prudent to increase 
mutual security aid to Yugoslavia to the amount that is indicated 
m that table, sir. 
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Furthermore, as you know, there are limitations on the extent to 
which we can shift funds, We can only shift out of one appropriation 
10 percent of the total of that appropriation, and we can only shift 
imto any appropriation an amount not to exceed 20 percent of that 
appropriation. Those shifts would have limited in any event the 
amount of additional funds that we could have put into Yugoslavia 
on this basis. 

Mr. Vorys. It is quite clear to me that there is going to have to 
be more of a tie-in, that you can’t try to run the two things, 480 
and 402, in watertight compartments, as is provided by law, that 
that is not a very good way to do it. That is what the explanation 
does add up to. 

Mr. FirzGeratp. It does complicate the situation. As Mr. Garnett 
indicated earlier, the executive branch feels we do have reasonably 
satisfactory coordination procedures. In Public Law 480, it is not, 
us you well know, purely a question of foreign aid. It is also a ques- 
tion of moving agricultural surpluses. Somehow or other those have 
to be balanced and an accounting taken of such matters as Congress- 
man Bolton raised, the impact of these additional programs on our 
friendly countries. 

I would be the first to agree with you, sir, that it is not simple. 

Mr. CarNAHAN (presiding). Are there any further questions? 

Mr. Wuirr. Mr. Chairman, we have remaining a few remarks 
with reference to the request for $12 million ocean freight with respect 
to title III, Public Law 480. Mr. McCahon, of the International 
Cooperation Administration, is here to speak to that fund. 


STATEMENT OF WILLIAM H. McCAHON, CHIEF, VOLUNTARY 
FOREIGN AID STAFF, INTERNATIONAL COOPERATION 
ADMINISTRATION 


Mr. McCanon. Mr. Chairman and members of the committee, my 
name is William H. McCahon. I am Chief, Voluntary Foreign Aid 
Staff of the ICA. 

As Mr. White has indicated, this item has been touched upon 
briefly both by the previous witnesses and members of the committee. 
The statement on it is found as part VI, page 45, of the overall state- 
ment submitted to the committee. 

This is the part of the surplus disposal program which uses as the 
channel of distribution our own American private groups, i. e. volun- 
tary agencies. Under the authority of the law, these commodities 
may be donated at the discretion of the Secretary of Agriculture to 
qualified agencies. The supplies are delivered at United States port 
and title passes to the voluntary agency. These American private 
groups maintain United States citizen representatives in the country 
of distribution, and these surplus agricultural foods are distributed 
free to needy persons, that is, to persons who would not have the 
money to buy them. Hence, these donated items represent a0 
increased consumption on the part of the people rather than displace- 
ment of local commodities. , 

The request for this year to cover this segment of the program 's 
$12 million. In fiscal 1956 the amount programed was $12.5 million. 
Consequently, the fiscal year 1957 request represents a reduction of 
$500,000 against this fiscal year. 
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This reduction is accounted for in part by the fact that several 
of the countries that we have been paying ocean freight for have now 
agreed in 1957, the 1957 fiscal year, to take over this financing. 

Because of this we contemplate a saving of a little over $3 million. 

Mr. Vorys. How many countries is that? 

Mr. McCanon. It is still under negotiation in some, but there 
are three countries definite. So that in fiscal year 1957 our contem- 
plation for the amount of these supplies that would be moved from 
other than United States financing is quite an increase; in other words, 
our estimate is that $7.2 million would be financed from other than 
the United States Government sources as against $3.5 million this 
year. 7 . 

The funding as projected for 1957 we estimate would move 1,175 
million pounds, valued at roughly $248 million, as against 903 million 
pounds, valued at $201 million moved in fiscal year 1956, and 560 
million pounds, vaiued at $143 million moved by these voluntary 
agencies in 1955. 

This, as you can see, represents a gradual increase. I think it is a 
normal increase. ‘The quantity increase this year and projected for 
next year is partly occasioned by the fact that additional commodities, 
that is, the grains and beans were made available by the Secretary of 
Agriculture in mid-December of last year. 

That, sir, is my statement. I shall be glad to answer any questions. 

Mr. CARNAHAN. Do you want to submit this statement for the 
record, in addition to what you have said? 

Mr. McCanon. That is for another item. 

Mr. Vorys. Wasn’t it under title ITI that you were just speaking? 
Your were summarizing along the line of page 46 of this big pre- 
sentation? 

Mr. McCanon. Yes, sir. 

Mr. CarnaHAN. Do you want to present this additional statement 
now? 

Mr. McCaunon. If you have finished with the other. 

Mr. CARNAHAN. Are there questions? 

Mr. Vorys. I think this will answer the questions I have. 

Mr. McCanon. With your permission I would like to submit for 
the record, Mr. Chairman, a statement, and summarize briefly, if you 
wish, the elements of this program. 

Mr. CarnaHAN. This statement will be made a part of the record. 
You may proceed as you wish. 

(The statement referred to is as follows:) 

My name is William H. McCahon. I am Chief of the Voluntary Foreign Aid 
Staff of ICA and serve also as Executive Director, exofficio, of the Advisery Com- 
mittee on Voluntary Foreign Aid. I have served in this capacity since July 1, 
1953, and for 3 years prior to that as Associate Chief. In carrying out the respon- 
sibilities of this position, I have become closely acquainted with the personnel of 
the American voluntary agencies and have had an opportunity to observe and 
obtain a personal knowledge of their varied activities abroad. I am convinced 
that these groups of private citizens play an important role in international rela- 
tions which today is of great value to our country. Acting on behalf of the Ameri- 
can people they, as private citizens, are extending a helping hand to friendly 
peoples around the world, who through circumstances beyond their control are 
desperately in need of assistance. The request we are making represents one 
material way in which our Government indicates its interest in supporting and 
furthering the overseas activities of these American voluntary agencies. 

' For fiscal year 1957, an appropriation of $1.4 million is being requested which 
is $0.6 million less than last year’s appropriation. If approved the funds will be 
used to continue ocean-freight support for shipments of relief and rehabilitation 
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supplies by approved American nonprofit voluntary agencies engaged in humayj- 
tarian activities abroad. Approved agencies are those registered with the Aq- 
visory Committee on Voluntary Foreign Aid, and the American Red (Cros« 
These private agencies draw their principal support from voluntary donations of 
the American people both in cash and in kind. It has been conservatively estj- 
mated that their combined constituencies comprise 75 percent of the American 
people. The program is typically American, representing, as it does, a materia] 
expression of good will by our citizens for their less fortunate friends abroad. 

it is estimated that supplies valued at $28 million will have been shipped and 
distributed this fiscal year at a cost to the Government of $2 million. It is readily 
seen, therefore, that in terms of the value of the goods furnished and delivered. 
the cash outlay on the Government’s side is multiplied 14 times. Accordingly. 
the funds requested for next year would move goods valued at approximately 
$20 million. These goods include food, clothing, medical and hospital supplies, 
school supplies, handtools for trades and agriculture, and other self-help supplies. 
Many of these goods are donated in kind without any cash contribution to cover 
delivery costs. Hence, the value to the agencies of ocean-freight support 
without which the program could not go forward. The whole activity is par- 
ticularly important in terms of its contribution to international friendship and 
good will because so much of the aid furnished represents the voluntary, non- 
Government assistance to less fortunate peoples abroad by individual Americans 
carrying out a genuine humanitarian impulse. 

Normally, before expending funds appropriated for this purpose, a formal 
agreement is entered into between the United States and the receiving govern- 
ment under the terms of which the latter guarantees duty-free entry of these 
goods and payment of inland transportation costs from the port of entry to the 
ultimate point of distribution. The American agencies for their part bear the 
cost of solicitation, processing, warchousing, packaging for export, and trans- 
portation to United States ports. Additionally, each agency must maintain in 
the recipient countries United States citizen representatives to supervise dis- 
tribution and to insure that the supplies reach the persons for whom they are 
intended. Thus, the program represents a three-way cooperative arrangement 
between the American voluntary agencies, the United States Government, and 
the foreign governments, with each contributing materially to its success. Under 
regulations which have been established for the program, all goods are adequately 
marked to identify their United States origin. These markings bear the United 
States emblem and the wording “Gift of the American People—Ocean Freight 
Paid by the United States Government.” 

It should be noted that these private agencies are carrying on many other 
activities and services of interest to the United States. For example, they are 
active in the field of technical cooperation, and they provide resettlement assist- 
ance, and other services to refugees and escapees. During the past three fiscal 
years, they have also moved substantial quantities of agricultural surplus com- 
modities with the help of funds appropriated by the Congress. <A request for 
funds for that purpose for fiscal year 1957 is being presented as a separate item. 

The following 30 agencies are those which are participating in the program dur- 
ing this fiscal year: American Baptist Relief; American Friends of Austrian 
Children; American Friends Service Committee; American Jewish Joint Distribu- 
tion Committee; American Mission to Greeks; American ORT Federation; 
American Red Cross; Assemblies of God—Foreign Service Committee; brethren 
Service Commission; Catholic Relief Services—National Catholic Welfare Con- 
ference; Church World Service; Congregational Christian Committee; Coopera- 
tive for American Remittances to Everywhere (CARE), Ine.; Foster Parents’ 
Plan for War Children; Heifer Project; International Rescue Committee; Iran 
Foundation; Little House of Saint Pantaleon; Lutheran World Relief; Menn nite 
Central Committee; Near East Foundation; Pestalozzi Foundation of America; 
Refuge des Petits; Roumanian Welfare; Salvation Army; Save the Children 
Federation; Tolstoy Foundation; Unitarian Service Committee; United Lithuan- 
ian Relief Fund of America; and World University Service. 


Mr. McCanon. This is a request for $1,400,000 for fiscal year 1957, 
to be used for the payment of ocean freight in supporting the move- 
ment of relief supplies by American voluntary agencies. 

In order that there is no misunderstanding on this, in view of our 
earlier discussions this morning, I would like to say this item has 
nothing whatsoever to do with surplus commodities. 
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This relates solely to the supplies that these agencies are moving to 
the various distress areas around the world, foods, clothing, medi- 
eines, rehabilitation supplies, such as education supplies, tools, and 
the like, that they obtain from their own private resources in the 
United States, that is, the American public. 

They appeal for this help. They have received substantial support 
from the American public, principally since the end of World War II. 
They carry these supplies to United States port at their own expense, 
paying the packaging, crating, and warehousing costs. The Govern- 
ment since 1948 has been giving them a helping hand by paying the 
ocean freight so they can deliver these to the various countries around 
the world. 

The goods, as in the case of surplus commodities which they ship, 
are marked clearly as a gift by the American people, so that the 
United States origin of these supplies is always obvious to the 
recipient. This program that the private groups carry out has a 
distinct advantage in that it is a people-to-people program, and we 
feel this is important and a useful supplement to the official aid pro- 
grams, carried out by our Government. 
~ Mr. Carnawan. This $1.4 million is to pay the freight on what- 
ever the 30 agencies accumulate and want to distribute in foreign 
countries? 

Mr. McCanon. Yes, sir. It is their own supplies that they have 
received from the American public to distribute. 

Mr. Carnawan. Mr. Vorys. 

Mr. Vorys. I was looking at what the participating agencies are. 
There are 30 apparently under this latter program and 21 under the 
surplus food one? 

Mr. McCanon. That is right 

Mr. Vorys. Ou the surplus food one, do any of these agencies 
make up packages which would have surplus food and clothing and 
medicine, or something like that, so there would actually be packages 
or gifts where the same parcel would be participating in both pro- 
grams? 

Mr. McCanon. I think not in the same package, but in the same 
deliveries to the same recipients, say, in institutions or orphanages 
or refugee camps they would have a surplus program of these types 
of foods. In some instances they might put several commodities in 
one package. Some agencies do that. Some ship for larger bulk- 
type distribution. In addition, they might be distributing in a 
refugee camp used-clothing that they receive. They might also be 
distributing apprentice kits to the refugees who needed tools in order 
to go out and earn a living. They do combine various commodities 
in servicing these people. I don’t know of any that are putting it all 
In one package. 

Mr. Vorys. Since we contribute substantially to the shipping in 
both cases, I don’t know that it will make much difference. I just 
wondered if it actually took place that way. 

rhis, Mr. Chairman, the last one you have spoken of, which, of 
course, is the old one, started in, I guess, in 1947. 

Mr. McCanon. The Interim Aid Act. 

Mr. Vorys. We have talked about combining agricultural surplus 
disposal with foreign aid. Here was one where we felt then that 
although it was a new venture for the Government to underwrite 
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shipping costs for private agencies, we were justified in doing it because 
it was a contribution to European recovery. This started then with 
that sort of dual purpose and has continued ever since. The fact that 
these programs have grown but the cost to the Government hasn’t 
grown much is one of the fine things about the American people, | 
think. I think this is a wonderful program. ‘ 

The one thing that used to worry us, but we have gotten over it, was 
to have a Government agency possibly approving one charitable 
organization and turning down another. I presume there are some 
that you turn down; isn’t that correct? 

Mr. McCanon. We have little difficulty on that score. I am sure 
you are aware that during the war years the President’s War Relief 
Control Board was set up. That had a licensing power. When the 
shooting war was over after World War II, that Board recommended 
its dissolution, and in its place there was established the Advisory 
Committee on Voluntary Foreign Aid. That is made up of at the 
present time eight prominent United States private citizens, serving 
without compensation, and advising the Director of ICA at the 
present time on matters relating to the relationship of Government 
with these private groups. 

It has set up certain standards that we expect the applicant agencies 
to meet. Having met those standards, then the facilities and good 
offices of the Government are given to that group of agencies. 

Me. Vorys. They are not necessarily screened but continually 
supervised? You have some machinery for supervision, to see that 
they continue to meet the standards? 

Mr. McCanon. Yes, indeed. As a part of registration with the 
Advisory Committee, they are required to submit regular reports as 
to their activities in the field. They are required also, for example, 
to submit an annual public audit of their accounts, which is available 
for public inspection. 

One of the jobs in my shop is to answer letters from throughout 
the country to give confidence to the American people who are being 
solicited, such questions as, Is this agency one that we should help? 
They want information about them. 

Mr. Vorys. Have you there a list of the countries that are re- 
cipients, and any approximation of the amounts that go to various 
counties? 

Mr. McCanon. Not quantitywise. Is that on the surplus program 
or on the other? 

Mr. Vorys. You asked to present them separately. I kind of bad 
them both in mind at the same time. I wondered about both of them. 

Mr. McCanon. On the subsidy program, where United States 
funds are used, it is about the same group of countries, and the ones 
participating this fiscal year are Austria, Germany, Greece, Italy, 
Yugoslavia, Iran, Jordan, Algeria, Egypt, Libya, Morocco, Tunisia, 
India, Pakistan, Hong Kong, Taiwan, South Vietnam, Bolivia, 
Ecuador, Honduras, and Peru. 

Mr. Vorys. That is under which program? 

Mr. McCanon. That is under both. Where we use United States 
funds to pay ocean freight, we have concluded with the receiving 
government an agreement which on their part provides that these 
goods are permitted to enter duty free. And in addition from their 
own funds the cost of internal transportation from point of entry 
to point of distribution is paid by the receiving government. 
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Mr. Vorys. You mentioned, I think, in connection with the first 
program, the title Tit program, that there were Americans who follow 
it through to individuals. Would that be like a CARE package that 
goes to aa individual, or would that involve an orphan or something 
hike that? 

Mr. McCaunon. Generally, the point I was making was that each 
of the agencies maintains in each of the countries where they are 
making distribution, either of surplus commodities or their own 
supplies, one United States citizen representative of the agency. 
Tnat representative works very closely with the indigenous welfare 
groups. Obviously, he alone cannot follow every package or every 
relief item which is distributed to the individual recipient. But 
through the system of using the indigenous welfare groups, they 
have what I believe to be a very effective system of distribution that 
has been developed over the years. They also receive from the 
end-use points reports of how each item is distributed. So, assurance 
then can be given by them to their own constituencies in this country 
as to what the contributions were used for in the programs that they 
are carrying out. 

Mr. CarnawANn. Do you have an estimate of the total value of the 
supplies distributed on which we paid the ocean freight? 

Mr. McCanon. Yes, sir. This is on the private agencies own sup- 
plies. In 1955 it was $23.2 million. In 1956, $28 million, and 
projected for fiscal year 1957 it is $19.6 million. 

Mr. Vorys. Why would you estimate a dropping off in 1957? 

Mr. McCanon. There are several reasons. Germany, which has 
been one of the largest receivers of these donations, has agreed, has 
in fact offered, to take over the cost of the ocean freight on these 
supplies. Hence, we have not included in our value the supplies 
going to Germany since it is outside the subsidy program. 

Mr. Vorys. That doesn’t indicate any dropping off in American 
charity? 

Mr. McCanon. On the contrary. 

Mr. Vorys. On the contrary, it indicates more participation by 
other governments in facilitating the spread of American generosity; 
isn’t that right? 

Mr. McCauon. That is correct. 

Mr. CarNnAHAN. The committee will stand adjourned until 10:30 
tomorrow morning. 

(Whereupon, at 1:23 p. m., the hearing adjourned.) 
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FRIDAY, APRIL 20, 1956 


Hovuse or REPRESENTATIVES, 
ComMITTEE ON Foreign AFFAIRS, 
Washington, D. C. 

The committee met, pursuant to call, in room G-—3, United States 
Capitol, at 10:49 a. m., the Hon. James P. Richards (chairman) 
presiding. 

Chairman Ricnarps. The committee will come to order, please. 

Ladies and gentlemen, we will continue hearings on H. R. 10082, 
to amend further the Mutual Security Act of 1954, as amended, and 
for other purposes. 

We are in open session, are we not? 

Mr. CRAWFORD. Yes, sir. 

Chairman Ricuarps. Dr. FitzGerald will be with us this morning 
on the Asian fund. 

Before we hear from him, however, we want to hear the Honorable 
Harold S. Vance, Commissioner, Atomic Energy Commission, on sec- 
tion 10 of the bill, ‘Atoms for Peace.” 

Before beginning with the testimony, I would like to call on Mr. 
Philander P. Claxton of the Department of State. 


STATEMENT OF PHILANDER P. CLAXTON, OFFICE OF CONGRES- 
SIONAL RELATIONS, DEPARTMENT OF STATE 


Mr. Cuaxton. I merely wanted to explain, Mr. Chairman, for the 
benefit of the committee, the reason for the order of the witnesses. 
There are three elements in this program related to the atoms for peace 
program. 

The first of these, which we will take up this morning, is the nuclear 
reactor program. You will find a reference to this in volume 4 of the 
big book, page 261. 

lhe second element of the program relates to technical training in 
atomic energy matters. You will find that also discussed in volume 
4 on either page 261 or 262. 

The third item in the program relates to the Asian nuclear center. 

raking these up again, Commissioner Vance of the AEC will testify 
on the first item, that is to say, the nuclear reactor program. Then, 
Dr. FitzGerald of ICA will testify on the technical training program 
and on the Asian nuclear reactor item. He will then continue with 
the matter which the chairman mentioned, that is to say, the discus- 
sion of the Asian fund. 

Our first witness would be Mr. Vance, Commissioner of the AEC, 
on the nuclear reactor program. 

Chairman Rienarps. Mr. Vance, will you proceed, sir. 


A 
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STATEMENT OF HON. HAROLD S. VANCE, COMMISSIONER, ATomic 
ENERGY COMMISSION 


Mr. Vancr. My name is Harold S. Vance. I am a member of the 
Atomic Energy Commission. I am appearing before you this morning 
in place of my colleague, Dr. Libby, who is out of the city on business 

I submit a statement prepared by Dr. Libby, and to conserve your 
time, suggest that it be admitted to the record without being read. 

Chairman Ricuarps. Without objection, Dr. Libby’s statement 
will be inserted in the record at this point. 

(The statement referred to is as follows:) 


STaTeEMENT oF Dr. W. F. Lipsy, Actina CHatrRMAN, UNITED States Atomic 
ENERGY COMMISSION 


Mr. Chairman, I am here today to testify with respect to the request for 
$5,950,000 in mutual security authorizations providing funds in the fiscal year 
1957 for the United States program of assistance to free nations in the field of 
research reactors to foster the development of peaceful uses of atomic energy. 

Assistance in securing these research reactors is but one part of the atoms for 
peace program outlined by President Eisenhower in his December 1953 address 
to the General Assembly of the United Nations. 

The Atomic Energy Act of 1954 authorizes cooperation with other nations in 
the peaceful application of atomic energy. 

Important programs of cooperation which are now underway include: 

(a) Exchange of scientific information including technical libraries. 

(6) Assistance in training scientific and technical personnel. 

(c) Assistance in obtaining research and allied equipment, including reactors. 

(d) Furnishing source and special nuclear materials, byproduct, and other 
materials. 

(e) Furthering the establishment of international organizations for promoting 
the peaceful uses of atomic energy. 

The bill you are now considering includes three items pertaining to the atoms- 
for-peace program. The Asian nuclear center is being financed from the Presi- 
dent’s special fund for Asian economic development, and the training of nuclear 
scientists supported by the United States in cases in which the affected nations 
are unable to provide for it themselves, is financed principally from technical 
assistance funds. These items are being discussed in connection with the testi- 
mony on these programs. I will discuss the third item; namely, ‘‘Foreign research 
reactor projects.” 

As you may recall, the President in an address at Penn State University on 
June 11, 1955, expanded upon his statement to the United Nations General 
Assembly, ‘‘We propose,”’ he said, “to offer research reactors to the people of free 
nations who can use them effectively for the acquisition of the skills and under- 
standing essential to peaceful atomic progress. The United States, in the spirit 
of partnership that moves us, will contribute half the cost. We will also furnish 
the acquiring nation the needed nuclear material to fuel the reactor. * * * If the 
technical and material resources of a single nation should not appear adequate to 
make effective use of a research reactor, we would support a voluntary grouping 
of the resources of several nations within a single region to acquire and operate 
it together.” 

The request for funds which we are discussing is to provide for the fulfillment 
of this commitment during fiscal year 1957. The amount of United States 
expenditures requested to fulfill these commitments is based on the cost per 
approved reactor project, coupled with the estimated total number of such 
approved projects for countries participating in the program. 

Under the procedures established to give effect to the President’s offer, the 
United States contribution to each approved reactor project will relate not solely 
to a reactor per se, but to a reactor with such experimental equipment 20 
supplementary facilities as are needed to make it an operable and useful traimng 
and research tool. From study of the costs of the several types of reactors 
presently considered to be of particular interest within the scope of the President s 
offer, we have derived a cost estimate of $700,000 for a reactor with suitable 
equipment and facilities, and have accordingly determined that the — 
States financial contribution to each approved reactor project will not excee 
$350,000. 
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The related consideration has to do with the number of projects to which the 
United States may be expected to become committed. 

It is obvious from the immediate and enthusiastic response which it received 
that the President’s offer has inaugurated a particularly effective phase of the 
atoms-for-peace program. Nations throughout the free world are responding 
to this opportunity to possess a research reactor; to each of these nations such a 
reactor represents a very important stride toward realization of the benefits 
promised by development of the peaceful uses of atomic energy. This program 
constitutes a very practical means by which the United States can assist the free 
people of the world to reap the benefits of the atom for the good of humanity. 

The first step which a country may take in this regard is to enter into a bilateral 
agreement for cooperation with the United States; this agreement serves as the 
basic document controlling the atomic energy aspects of cooperation between the 
two participating countries. As of April 16, 1956, we have signed agreements 
for cooperation with 29 countries and we have had discussions or formal negotia- 
tions with 15 other countries. Some of the negotiations now in progress certainly 
will be consummated before the end of fiscal year 1957. 

Following execution of an agreement for cooperation, each cooperating nation 
is expected to develop a reactor project proposal, if it expects to avail itself of 
the President’s Penn State offer, which proposal will be reviewed by the Atomic 
Energy Commission. 

The following points are among those considered in reviewing the proposals: 
(a) design of the reactor; (6) availability of trained personnel to operate and use 
the reactor; (c) the program for utilization of the reactor; (d) ability of the 
foreign government to finance the construction and operation of the reactor. 

If, on the basis of this review, the proposal qualifies for financial assistance 
under the President’s offer, a firm commitment will be made as to the method and 
timing of the payment of the United States contribution. 

For planning purposes we have assumed that each cooperating country will 
qualify for the maximum amount of $350,000. However, it is clear that all of 
the allocations for these sums will not fall within any one fiscal year. We antici- 
pate making commitments from fiscal year 1956 funds for up to eight of the 
research reactor projects. The mutual security program has been designated as 
the appropriate source of funds for financing these reactors and up to $2.8 million 
from the President’s special fund is being reserved for this purpose in fiscal year 
1956. We anticipate that some of the countries with which we have agreements 
for cooperation will not be in a position to contract for the purchase of a research 
reactor and inaugurate a research training program until some date later than the 
end of fiscal year 1957. However, our best estimate is that at least 17 countries 
will ask for, and should receive, commitments during fiscal year 1957. It is 
presently estimated that 12 additional countries may qualify during fiscal year 
1958 for assistance in this program of furthering the peaceful uses of atomic 
energy. 

We believe that this program provides one of the brightest hopes for practical 
assistance to friendly countries in the many peaceful uses for which atomic 
energy may be used. We respectfully recommend your favorable consideration 
of this request. 


_ Mr. Vance. I am here to testify respecting a request for $5,950,000 
in the mutual security authorization to provide funds in fiscal year 
1957 for assistance to free nations to provide research reactors for 
the development of peaceful uses of atomic energy. 

This is a part of the atoms-for-peace program outlined by the 
President in December 1953 in his address to the General Assembly 
of the United Nations. 

This purpose was initially cleared with the Joint Committee on 
ae Energy as a project authorized by the Atomic Energy Act 
Ol 1954, 

The Joint Committee included an authorization of $5 million in 
the AEC Plant Authorization Act of 1956. Later it was decided it 
would be more appropriate to budget for this item as mutual security 
assistance. Hence, our interest in the matter now under considera- 
tion by your committee. 
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Chairman Ricuarps. Thank you very much, sir. Are there any 
members who would like to ask any questions? Are you talking just 
about the reactor program? 

Mr. Vance. Research reactors. 

Chairman Ricnarps. They are used for research in medicine, 
power, and so forth. 

Mr. Vance. That is correct. 

Chairman Ricuarps. Mr. LeCompte. 

Mr. LeCompte. I might ask, Mr. Secretary, if there is any signifi- 
cance to the fact that—I don’t know about it is the reason I ask— 
about the fact that a list of countries that you give here on page 261 
as having reached agreement, England, France, Germany, Austria, 
those big nations of Europe, and of course, Asia is adjacent to Europe, 
are not included in this list? I believe the Republic of Germany is 
listed as one where negotiations are pending. 

Mr. Vance. The German bilateral agreement, as I understand it, 
is still before the Joint Committee where it has to rest for 30 days 
before it can be consummated. 

Mr. LeCompte. I was thinking about England, France, Austria, 
some of those countries. They are not included? 

Mr. Vance. France and Austria are still under negotiation. 
United Kingdom is on the list. 

Chairman Ricnarps. I wanted to ask this: Of course, this com- 
mittee doesn’t know too much about a program of this kind. We 
are not the committee of Congress before which testimony has been 
given in public session or in executive session on atomic energy 
matters. I wouldn’t presume to assert that we should know too 
much about this subject. Some people are afraid, however, that 
there is a possibility in a program of this kind of the release of secret 
atomic information. What about that? 

Mr. Vance. No, sir; that is not true. All the information which 
has to do with reactors of the type under discussion today is un- 
classified information. 

Chairman RicHarps. Mrs. Kelly. 

Mrs. Ketiy. Mr. Chairman, I hesitate to question for the same 
reason that you do. However, I would like to know, if it is possible 
without divulging anything secret, for us to know what the terms 
of the agreement are. What do we expect or ask from some of those 
nations? 

Mr. Vance. You mean, the terms of the bilateral agreements as to 
the exchange of information? 

Mrs. Keuiy. Yes. Naturally, I look down here and see Yugo- 
slavia and I don’t like it. 

Mr. Vance. The information that would be disclosed to Yugoslavia 
is all unclassified information. 

Mrs. Keuty. For all of these countries it is unclassified? 

Mr. Vance. As a matter of fact, the Atomic Energy Act provides 
very specifically that the Commission may disclose restricted data 
only when it is so provided in a bilateral agreement. These research 
agreements do not provide for exchange of restricted data. ' 

Mrs. Keuuy. Will our technicians remain there during the entire 
time, during this period and afterwards? I know nothing about 4 
reactor. 
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Mr. Vance. The reactors that are contemplated in this discussion 
today are not military reactors in any sense of the word. We have 
here, if you would care to see them, some drawings of the type of 
reactors we are discussing. 

Chairman RicHarps. You are getting into a technical discussion 
of engineering matters. 

Mr. Vance. No, sir. This is the same type of reactor which was 
publicly displayed at Geneva last summer. 

Mrs. Botton. What does it do? If it isn’t the other kind, what is 
it? 

Mr. Vance. It is a reactor that can be used for research purposes, 
not for the production of materials suitable for weapon manufacture. 

Mrs. Ketiy. Don’t they have to have the necessary material for 
this type of reactor? 

Mr. Vance. Do they have to have fissionable material? 

Mrs. Keuuy. Yes. 

Mr. Vance. Yes; in small quantities. 

Mrs. Ketty. What is Yugoslavia or any other nation, say X 
nation, going to give us? We have all the research on our side; right? 

Mr. Vance. Yes. The results of research which would be given, 
if | may use the word “given,” to Yugoslavia is all public information 
at the present time. 

Mrs. Kexiy. This is bilateral is that not so? 

Mr. Vance. Bilaterals. 

Mrs. Ke.ty. What are they giving to us, or what are they adding? 
Are they furnishing scientists and technicians? 

Mr. Vance. It is possible we may get some information as a result 
of the united effort of all of these countries. They may discover 
something in connection with their research that by circumstance we 
don’t discover. 

Mrs. Ketty. What check of personnel do you have? 

Mr. Vance. Speaking very generally, the personnel, we hope and 
expect, will be personnel of the country involved. Facilities, 1 think 
as you know, have been set up in this country at two of the Commis- 
sion’s laboratories for the training of foreign personnel in the operation 
of this type of research reactor. 

Mrs. Ketty. You have no question then if they are members of the 
Communist Party? 

Mr. Vancr. No. Visa procedures and other procedures would not 
permit a known Communist to participate in these activities. 

Mrs. Ketty. You are not worried about that? 

Mr. Vance. Even if they were, no information of military value 
would be disclosed to them. 

Mrs. Ketuy. Are you saying that we are not really giving something 
but we hope to obtain something by this program? 

Mr. Vance. That is correct, in the field of peaceful uses we hope to 
obtain something while we are not giving up secrets, we are rendering 
valuable assistance. 

Mrs. Kexy. Is it a certain amount for each country? How are 
you allocating the amount that you are sincere in each country, 
or is it going to be the same in each country with which you have an 
agree ment? 

Mr. Vance. As to the material, the general terms of these bilaterals 
are uniform. They are the same. 
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Mrs. Ketuy. In this agreement with X country, how much is the 
cost of that experimentation in that country? 

Mr. Vance. The initial cost of the construction of the reactor jg 
estimated to be about $700,000 per reactor. 

Mrs. Ketuy. Are we furnishing all that? 

Mr. Vance. Of which it is proposed that we furnish one-half or 
$350,000. 

Mrs. Kexiy. Then the recipient country furnishes the other half? 

Mr. Vance. That is right. 

Mrs. Ketty. Is that in currency of that country? In other words, 
we build up counterpart over in that country. Can they use that 
counterpart? 

Mr. Vance. This is in terms of United States currency. 

Mrs. Ketiy. Yugoslavia is going to put up the equivalent of 
$350,000 in dollars? 

Mr. Vance. That is right. 

Mrs. Keiiy. We certainly can’t have this type of peaceful reactor 
research in a country that is short in dollars. 

Mr. Vancr. The expenditures might be made in the currency of the 
country. 

Mrs. Ketiy. That is what I wanted to know. Is it in dollars? 

Mr. Vance. United States dollars, one-half of the total cost of the 
project. 

Mrs. Keniry. Could it be in the currency of that country? 

Mr. Vancr. It could be. It could be to the extent that the costs 
were accumulated in that country, costs of labor, of erection, for 
example, costs of certain types of equipment that were locally avail- 
able. 

Mrs. Ketiy. It could then come out of our counterpart? 

Mr. Vance. I don’t know as to that. 

Mrs. Ketiy. Could we have a check on that? I would like to 
have the information. 

Mr. Vancr. We know only that our share of the proposed cost, 
being 50 percent of the total, would be $350,000, which would represent 
to a great extent at least costs accumulated in this country. 

The currency in which the cooperating country would pay for its 
share of the cost would depend upon circumstances. Obviously, 
local labor would be paid for in local currency. 

Mrs. Ketiy. I want to make sure we are not paying the whole cost 
indirectly. 

Mr. Vance. You mean through counterpart funds? 

Mrs. Ketiy. Or something else. 

Mr. Vancr. So far as I know, that would not be the case. 

Mr. Carnanan. Would the gentlewoman yield? 

Mrs. Kutty. I yield. 

Mr. CarnaHAan. The $700,000 is the actual cost of the reactor? 

Mr. Vance. Yes, sir. 

Mr. Carnanwan. That will be dollar cost, won’t it? 

Mr. Vance. In terms of dollars. That is our estimate of the cost 
of the construction and installation of the reactor. . 

Mr. Carnanan. The $700,000 would represent an installed one? 

Mr. Vancz. Yes; all ready to operate. 

Chairman Ricwarps. I just want to make this point clear. So far 
as the mechanics of this operation is concerned or the scientific 
principles involved, they are public information already? 
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Mr. Vancn. That is correct; it is public information. 
Chairman Ricnarps. Will you present the charts which you have 
with you. 


STATEMENT OF DR. GEORGE MANOV, ASSISTANT TO COMMIS- 
SIONER LIBBY, ATOMIC ENERGY COMMISSION 


Dr. Manov. I am with the AEC. I am technical assistant to 
Commissioner Libby. 

Perhaps I ought to take a moment to tell you what a reactor is 
about. A reactor is a machine controlling the rate at which we split 
up U-235 to give us heat, power, isotopes, and so forth. All these are 
important uses for a reactor. A reactor is, first of all, not a bomb. 
No. 2, in all of the reactors which are being considered here today 
for foreign reactor programs, there is a maximum concentration of 
U-235 which is going into these reactors. This concentration is 20 
percent of U-235. This is nonweapons grade. No. 3, the information 
pertaining to these research reactors is completely unclassified. 

Here we have a picture in kodachrome taken of the reactor which 
we tested at Oak Ridge on June 3, 1955. This assembly was shipped 
to Geneva and was exhibited at the reactor project there. All this 
information is unclassified. Our competitors, Iron Curtain and other- 
wise, know at least this much. It is in open literature. There were 
published eight volumes of reactor handbooks, materials and properties, 
processes, which were distributed as part of the library by the United 
States at the Geneva Conference. So all of this information is not in 
a military category. 

Reactors operate by a neutron, which is one of the basic elements of 
atomic energy, hitting U-235, and splitting it up in a controlled 
manner. 

We have various kinds of reactors. This [indicating] is what we 
called the swimming pool reactor. The blue glow here is actually the 
radiation coming from the splitting of the atom and being slowed 
down by the water. Paradoxically enough, this radiation was dis- 
covered by a Russian named Cherenkov in about 1935. 

There are various ways of controlling the rate at which these re- 
actors operate. You have a core of uranium, which in this case is 
about 9 pounds, again an unclassified quantity, and one has certain 
control rods, which are in the reactor. The reactor is brought up to 
power by removing slowly these control wires and the blue glow shows 
that the uranium is being fissioned. The farther out we pull the con- 
trol rods the higher the power. This is all done automatically with 
control mechanisms and controllers. 

This is one type of research reactor which is very, very popular. I 
have a larger schematic of it here [indicating]. I might say this is a 
little larger one. This type of reactor is being used at Penn State 
University, in this country, and in the next 5 years we would expect 
to see about two dozen more of these scattered all over the United 
States. We have again the business end [indicating] which is the 
U-235. This is contained in a lattice. I brought this sample along, 
which is an actual cross section of one of these fuel elements. It con- 
tains uranium oxide. 

Mr. Chairman, those dark streaks are uranium oxide between an 
aluminum sandwich. This is natural uranium. It is unclassified. 
There are a number of these in here. 
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Chairman RicHarps. Is there uranium in here? 

Dr. Manoy. That is right. 

Chairman Ricuarps. No radioactivity? 

Dr. Manov. A small quantity of it. 

Mr. Vorys. The chairman is beginning to radiate now. 

Dr. Manov. In the construction of the reactor—and this is what 
appeals and makes it so useful—the business end is here in the fuel 
element, and it is energized by the control rods, which one man oper- 
ates by pushing buttons. 

I mentioned that when the reactor begins to operate, the radiation 
comes out. The water in the pool has three functions, First of all, 
it takes away the heat from the fissioning uranium. The water 
simply rises because of a little difference of temperature. The reactor 
at Geneva, which generates about 100 kilowatts of thermal power, 
will have a temperature differential of 3 or 4 degrees between top 
and bottom when it is running at full operating power. 

The water has a second function. It slows down the neutrons. 
When the uranium breaks up the neutrons come out at a terrific 
velocity and we have to slow them down. The water then serves as 
& moderator. 

I also mentioned that a large amount of radiation is generated. 
The water also serves as a shield. This is so that you can have 
people walking around the reactor. It is perfectly safe from a 
radiation point of view. 

This is one type that is being considered for overseas reactor instal- 
lations. This one can generate from 100 kilowatts to 1,000 kilowaits; 
a chandelier like that (pointing) would probably draw about 10 
kilowatts. This reactor contains about 9 pounds of U-235, non- 
weapons grade, 20 percent enrichment. 

The reactor core will cost about $60,000 not counting the cost of 
the uranium. The instrumentation costs roughly another $40,000. 
So the core plus the instrumentation cost about $100,000. Then, 
you build a pool and a building to house it. That will run about 
another $150,000, which gives you a total of about $250,000. That 
gives you an operating reactor. 

That corresponds to having an automobile engine without a chassis, 
body, wheels, tires, and so forth. Then you build around this"a 
building with the hot laboratories, hot shops, we call them, for hand- 
ling radioactive materials, for doing various tests, and so forth. This 
brings it up to about $700,000. 

This is one of the pet designs. 

Mr. Vorys. Who furnishes that slug of 9 pounds of uranium? 

Dr. Manov. The Commission furnishes that on a lease basis. 
There are certain lease charges. The bilateral agreements provide 
that this material shall be returned to the United States unopened, 
unchanged, so we get back everything. This means that we not only 
get back the unused U-—235, but it obviates the countries setting up 
big reprocessing plant. The bilateral provides that the country shall 
send in reports periodically. 

Chairman Ricnarps. Is that stuff as strong when they get through 
using it as it was before? 

Dr. Manov. In breaking up the uranium you produce fission 
products that are highly radioactive. 
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Chairman Ricuarps. Suppose you use it a year and you send it 
hack to the United States. Is it just as strong as it was? 

Dr. Manov. Part of the uranium has burned out. But the level 
of radiation has increased. You can take the fuel rods back to the 
United States to reprocessing facilities and reclaim the unused uranium 
and use it to make more rods. 

These are very apt to be hot when they come back. They can be 
stored over at one side of the reactor in water to let them cool down, 
and then they are shipped back in lead cases. That is all handled 
under safety procedures. 

The other type of reactor is a type that is in use at Chicago at the 
Argonne National Laboratory. ‘This [indicating] is what we call a 
CP5, Chicago pile No. 5. This looks complex, but the artist got a 
little liberal here. It is the same idea. This time, instead of having 
ordinary water, we use heavy water. This lets us get a smaller re- 
actor, higher flux, higher intensity of neutrons. We again have 
shielding as before. You can see from the height of the man that this 
reactor 1s roughly about 20 by 15 feet. 

This type of reactor costs a little more because we want to do more 
with it. This reactor has heavy water in it which, as you know, is 
being sold at $28 per pound. 

Chairman Ricwarps. A German originally developed that, did he 
not? 

Dr. Manov. Heavy water goes back to about 1935. I worked on 
some of that. Germany and England and the United States almost 
simultaneously discovered deuterium. 

Mrs. Botron. What is that? 

Dr. Manov, That is heavy hydrogen. It is a neighbor or twin to 
ordinary hydrogen. ; 

This reactor because of the heavy water and size runs about $2 
million. This can also be made smaller to come into the $700,000 
class. There are engineering variations that I don’t think we need 
to go into here. This is the second type. 

We are looking into a third type of reactor, which we call the 
Argonaut. This is being designed at the Argonne National Labora- 
tory. This is about the simplest thing we can think of. It has a 
solid fuel element. It has ordinary water, open at the top. We use 
some graphite to slow down the neutrons and to bounce back some 
of the meutrons to increase our efficiency. In other words, the 
graphite helps to increase the efficiency of the reactor: We have 
little holes coming out here [indicating] so that you can put samples 
in and radiate them and do all sorts of pure physics experiments. 
One can use this reactor very well for teaching purposes. 

A reactor like this is designed to run at 10 Eilowatia 10,000 watts, 
which would be about 2 electric ironers. This is heat. In none of 
these do we try to get power because we are not trying to get power. 
lf vou wanted to get power, you would have to seal them up, get your 
temperature up, get up steam, and drive a generator. 

This one has about 8 pounds of U-235, with a 20-percent enrich- 
nent again, which is a nonweapons grade. The cost of this reactor 
and core will be about $100,000. The building and the pool and every- 
thing else will run another $150,000. There is shielding in the pool, of 
course. Then your hot shops, remote handling equipment, would 
again bring it up to about the $700,000. 
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Let me say one more thing—what are these reactors good for? They 
are extremely important tools in nuclear research of all kinds. They 
correspond to an automobile engine in a class in automobile engineer- 
ing. For this reason, people getting one of these reactors, and the Swiss 
bought the one that we had in Geneva, can use it for the training of 
personnel, for engineering studies, for making radioisotopes for medi- 
cine, and so forth. This type of reactor and the others are extremely 
good tools for advancing the level of nuclear knowledge in foreign 
countries. 

Chairman Ricuarps. Thank you very much, sir. Are there any 
questions? 

Mr. Vorys. I have just one question. Are we going to have the 
nuclear reactors labeled with the fact that half of it was contributed 
by the United States? 

Mr. Haut. Very definitely, sir. 

Mr. Vorys. We should have that in the law, too, I think. 

Mr. Hatu. Could I make a brief statement? 

Chairman Ricuarps. You may. Will you identify yourself for 
the record? 


STATEMENT OF JOHN HALL, DIRECTOR OF INTERNATIONAL 
AFFAIRS, ATOMIC ENERGY COMMISSION 


Mr. Hauu. My name is John Hall. I am from the Atomic Energy 
Commission. I would like to make two points. Mrs. Kelly brought 
up the point as to what the obligations are as to the other country in 
connection with the bilateral agreements and what it means to us. 
First, I would like to place into the record a copy of the bilateral 


agreement, which is the authority under which this is negotiated. 
Chairman Ricuarps. Without objection, it may be made a part 
of the record at this point. 
(The material referred to is as follows:) 


AGREEMENT FOR COOPERATION BETWEEN THE GOVERNMENT OF THE UNITED 
SraTes oF AMERICA AND THE GOVERNMENT OF PAKISTAN CONCERNING CIVIL 
Usses or Atomic ENERGY 


Whereas the peaceful uses of atomic energy hold great promise for all mankind; 
and 
Whereas the Government of the United States of America and the Government 
of Pakistan desire to cooperate with each other in the development of such 
peaceful uses of atomic energy; and 

Whereas there is well advanced the design and development of several types 
of research reactors (as defined in Article X of this Agreement) ; and 

Whereas research reactors are useful in the production of research quantities 
of radioisotopes, in medical therapy and in numerous other research activities 
and at the same time are a means of affording valuable training and experience 
in nuclear science and engineering useful in the development of other peaceful 
uses of atomic energy including civilian nuclear power; and 

Whereas the Government of Pakistan desires to pursue a research and develop- 
ment program looking toward the realization of the peaceful and humanitarian 
uses of atomic energy and desires to obtain assistance from the Government 0! 
the United States of America and United States industry with respect to this 
program; and 

Whereas the Government of the United States of America represented by the 
United States Atomic Energy Commission (hereinafter referred to as the “Com- 
mission’’), desires to assist the Government of Pakistan in such a program. 

The Parties therefore agree as follows: 
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ARTICLE I 


Subject to the limitations of Article V, the Parties hereto will exchange infor- 
mation in the following fields: 

A. Design, construction, and operation of research reactors and their use as 
research, development, and engineering tools and in medical therapy. 

B. Health and safety problems related to the operation and use of research 

ctors. 
C. The use of radioactive isotopes in physical and biological research, medical 
therapy, agriculture, and industry. 


ARTICLE II 


A. The Commission will lease to the Government of Pakistan uranium enriched 
in the isotope U-235, subject to the terms and conditions provided herein, as may 
be required as initial and replacement fuel in the operation of research reactors 
which the Government of Pakistan, in consultation with the Commission, decides 
to construct and as required in agreed experiments related thereto. Also, the 
Commission will lease to the Government of Pakistan uranium enriched in the 
isotope U-235, subject to the terms and conditions provided herein, as may be 
required as initial and replacement fuel in the operation of such research reactors 
as the Government of Pakistan may, in consultation with the Commission, 
decide to authorize private individuals or private organizations under its juris- 
diction to construct and operate, provided the Government of Pakistan shall 
at all times maintain sufficient control of the material and the operation of the 
reactor to enable the Government of Pakistan to comply with the provisions of this 
Agreement and the applicable provisions of the lease arrangement. 

B. The quantity of uranium enriched in the isotope U-235 transferred by the 
Commission and in the custody of the Government of Pakistan shall not at 
any time be in excess of six (6) kilograms of contained U-235 in uranium 
enriched up to a maximum of twenty (20) percent U-235, plus such additional 
quantity as, in the opinion of the Commission, is necessary to permit the efficient 
and continuous operation of the reactor or reactors while replaced fuel elements 
are radioactively cooling in Pakistan or while fuel elements are in transit, it 
being the intent of the Commission to make possible the maximum usefulness 
of the six (6) kilograms of said material. 

C. When any fuel elements containing U-235 leased by the Commission 
require replacement, they shall be returned to the Commission and, except as 
may be agreed, the form and content of the irradiated fuel elements shall not be 
altered after their removal from the reactor and prior to delivery to the 
Commission. 

D. The lease of uranium enriched in the isotope U-—235 under this Article 
shall be at such charges and on such terms and conditions with respect to shipment 
and delivery as may be mutually agreed and under the conditions stated in 
Articles VI and VII. 

ARTICLE III 


Subject to the availability of supply and as may be mutually agreed, the 
Commission will sell or lease through such means as it deems appropriate, to the 
Government of Pakistan or authorized persons under its jurisdiction such reactor 
materials, other than special nuclear materials, as are not obtainable on the 
commercial market and which are required in the construction and operation of 
research reactors in Pakistan. The sale or lease of these materials shall be on 
such terms as may be agreed. 

ARTICLE IV 


It is contemplated that, as provided in this Article, private individuals and pri- 
vate organizations in either the United States or Pakistan may deal directly with 
private individuals and private organizations in the other country. Accordingly, 
with respect to the subjects of agreed exchange of information as provided in 
Article I, the Government of the United States will permit persons under its 
jurisdiction to transfer and export materials, including equipment and devices, 
to, and perform services for, the Government of Pakistan and such persons under 
its jurisdiction as are authorized by the Government of Pakistan to receive and 
possess such materials and utilize such services, subject to: 

A. Limitations in Article V. 

B. Applicable laws, regulations and license requirements of the Government 
of the United States and the Government of Pakistan. 
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ARTICLE V 


Restricted Data shall not be communicated under this Agreement, and po 
materials or equipment and devices shall be transferred and no services shall be 
furnished under this Agreement to the Government of Pakistan or authorized 
persons under its jurisdiction if the transfer of any such materials or equipment 
and devices or the furnishing of any such services involves the communication 
of Restricted Data. 

ARTICLE VI 


A. The Government of Pakistan agrees to maintain such safeguards as are 
necessary to assure that the uranium enriched in the isotope U-235 leased from 
the Commission shall be used solely for the purpose agreed in accordance with 
this Agreement and to assure the safekeeping of this material. 

B. The Government of Pakistan agrees to maintain such safeguards as are 
necessary to assure that all other reactor materials, including equipment and 
devices, purchased in the United States under this Agreement by the Government 
of Pakistan or authorized persons under its jurisdiction, shall be used solely for 
the design, construction, and operation of research reactors which the Government 
of Pakistan decides to construct and operate and for research in connection there- 
with, except as may otherwise be agreed. 

C. In regard to research reactors constructed pursuant to this Agreement the 
Government of Pakistan agrees to maintain records relating to power levels of 
operation and burn-up of reactor fuels and to make annual reports to the Com- 
mission on these subjects. If the Commission requests, the Government of 
Pakistan will permit Commission representatives to observe from time to time 
the condition and use of any leased material and to observe the performance of 
the reactor in which material is used. 


ARTICLE VII 


Guaranties prescribed by the United States Atomic Energy Act of 1954 


The Government of Pakistan guarantees that: 

A. Safeguards provided in Article VI shall be maintained. 

B. No material, including equipment and devices, transferred to the Govern- 
ment of Pakistan or authorized persons under its jurisdiction, pursuant to this 
Agreement, by lease, sale, or otherwise will be used for atomic weapons or for 
research on or development of atomic weapons or for any other military purposes, 
and that no such material, including equipment and devices, will be transferred 
to unauthorized persons or beyond the jurisdiction-of the Government of Pakistan 
except as the Commission may agree to such transfer to another nation and then 
only if in the opinion of the Commission such transfer falls within the scope of an 
agreement for cooperation between the United States and the other nation. 


ARTICLE VIII 


This Agreement shall enter into foree on August 11, 1955, and remain in force 
until August 10, 1960, inclusively, and shall be subject to renewal as may be 
mutually agreed. 

At the expiration of this Agreement or an extension thereof the Government of 
Pakistan shall deliver to the United States all fuel elements containing reactor 
fuels leased by the Commission and any other fuel material leased by the Com- 
mission. Such fuel elements and such fuel materials shall be delivered to the 
Commission at a site in the United States designated by the Commission at the 
expense of the Government of Pakistan, and such delivery shall be made under 
appropriate safeguards against radiation hazards while in transit. 


ARTICLE IX 


It is the hope and expectation of the Parties that this initial Agreement for 
Cooperation will lead to consideration of further cooperation extending to the 
design, construction, and operation of power producing reactors. Accordingly. 
the Parties will consult with each other from time to time concerning the feas! 
bility of an additional agreement for cooperation with respect to the production 
of power from atomic energy in Pakistan. 
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ARTICLE X 


For the purposes of this Agreement; 

A. “Commission” means the United States Atomic Energy Commission or its 
duly authorized representatives. 

B. ‘Equipment and devices” means any instrument or apparatus, and includes 
research reactors, as defined herein, and their component parts. 

C. “Research reactor’? means a reactor which is designed for the production 
of neutrons and other radiations for general research and development purposes, 
medical therapy, or training in nuclear science and engineering. The term does 
not cover power reactors, power demonstration reactors, or reactors designed 
primarily for the production of special nuclear materials. 

D. The terms ‘Restricted Data,” and “atomic weapon,” and “special nuclear 
material” are used in this Agreement as defined in the United States Atomic 
Energy Act of 1954. 

In witness whereof, the Parties hereto have caused this Agreement to be 
executed pursuant to duly constituted authority. 

Done at Washington in duplicate this eleventh day of August 1955. 

For the Government of the United States of America: 

Gro. V. ALLEN, 
Assistant Secretary of State for Near Eastern, South Asian, and African 
Affairs. 
JOHN VON NEUMANN, 
Acting Chairman, United States Atomic Energy Commission. 

For the Government of Pakistan: 

Syep Amsap ALI, 
Ambassador of Pakistan. 


Unitrep States Atomic ENerGy Commission, 
Washington, D. C., June 22, 1955. 

Dear Mr. Presipent: The Atomic Energy Commission recommends that you 
approve the enclosed agreement entitled ‘“‘Agreement for Cooperation Concerning 
Civil Uses of Atomic Energy Between the Government of Pakistan and the 
Government of the United States of America,’”’ and authorize its execution after 
the proposed agreement has been placed before the Joint Committee on Atomic 
Energy in accordance with section 123c of the Atomic Energy Act of 1954. This 
agreement has been negotiated by the Atomic Energy Commission and the Depart- 
ment of State pursuant to the Atomic Energy Act of 1954 and is, in the opinion 
of the Commission, an important and desirable step in advancing the development 
of the peaceful uses of atomic energy in Pakistan, in accordance with the policy 
which you have established. The Government of Pakistan has signified its 
agreement to the guarantees prescribed by the Atomic Energy Act and which are 
recorded in the proposed agreement. 

The proposed agreement calls for cooperation with respect to the design, 
construction, and operation of research reactors, including related health and 
safety problems; the use of such reactors in medical therapy; and the use of 
radioactive isotopes in biology, medicine, agriculture, and industry. Under the 
agreement Pakistan, if it desires to do so, may engage United States companies to 
construct research reactors, and private industry in the United States will be 
permitted, within the limits of the agreement, to render other assistance to 
Pakistan. No restricted data would be communicated under this agreement. 
The Atomic Energy Commission, however, would lease to Pakistan up to 6 
kilograms of contained U-235 in uranium enriched up to a maximum of 20 per- 
cent U-2365. 

The agreement expresses the hope and expectation of the two Governments 
that this first stage of cooperation between the United States and Pakistan will 
lead to further discussions and agreements relating to the peaceful uses of atomic 
energy in Pakistan. 

Respectfully, 
Lewis L. Strauss, Chairman. 

THE PRESIDENT, 

Tue Waite Hovse. 


75009—56——29 
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Tue Waite Houss, 
Washington, June 25, 1955. 
Hon. L. L. Srrauss, 
Chairman, Atomic Energy Commission, 
Washington, D. C. 


Dear Mr. Srravuss: Under date of June 22, 1955, you informed me that the 
Atomic Energy Commission had recommended that I approve a proposed agree- 
ment between the Government of Pakistan and the Government of the United 
States for cooperation concerning the peaceful uses of atomic energy. The agree- 
ment recites that the Government of Pakistan desires to pursue a research and 
development program looking toward the realization of the peaceful and humani- 
tarian uses of atomic energy and desires to obtain assistance from the Government 
of the United States and United States industry with respect to this program. 

I have examined the agreement recommended. It calls for cooperation between 
the two Governments with respect to the design, construction, and operation of 
research reactors, including related health and safety problems; the use of such 
reactors as research, development, and engineering tools and in medical therapy; 
and use of radioactive isotopes in biology, medicine, agriculture, and industry. 
The agreement contains all of the guaranties prescribed by the Atomic Energy 
Act. No restricted data would be communicated under the agreement, but the 
Commission would lease to the Government of Pakistan special nuclear materia] 
for use as reactor fuel. 

Pursuant to the provisions of section 123 of the Atomic Energy Act of 1954 and 
upon the recommendation of the Atomic Energy Commission, I hereby— 

(1) approve the within proposed agreement for cooperation between the Gov- 
ernment of the United States and the Government of Pakistan concerning the 
civil uses of atomic energy; H 

(2) Determine that the performance of the proposed agreement will promote 
and will not constitute an unressonable risk to the common defense and security 
of the United States; and : 

(3) Authorize the execution of the proposed agreement for the Government of 
the United States by appropriate authorities of the United States Atomic Energy 
Commission and the Department of State after the proposed agreement has been 
submitted to the Joint Domenieees on Atomic Energy of the United States Con- 
gress and a period of 30 days has elapsed while Congress is in session. 

It is my hope that this agreement represents but the first stage of cooperation 
in the field of atomic energy bétween the United States and Pakistan, and that it 
will lead to further discussions and agreements relating to other peaceful uses of 
atomic energy in Pakistan. 

Sincerely, 
Dwicut D. Ersennower. 


Mr. Hau. The bilateral agreements are negotiated under the 
authority of the Atomic Energy Act of 1954. Each bilateral has been 
recommended to the President and has been approved by a procedure 
in the statute. It is placed before the Joint Committee for 30 days. 
We have had hearings in connection with these bilaterals. The specific 
obligations in the bilateral agreements conform to the statutory 
requirements. 

On the particular question of whether there is any effect on our 
national security in terms of either the material that is transmitted 
or the information, we have written into each research agreement the 
prohibition against the transfer of any classified information. 

Secondly, with respect to the material that Dr. Manov has been 
describing in terms of the fuel elements, the Atomic Energy Act 
requires guaranties by the cooperating country that the material is 
not used for any military purpose. The Commission has gone further 
and has established an undertaking on the part of each country that 
the fuel elements must be returned to the United States for reproc- 
essing. This is very important, because this gives us an opportunity 
to account for material that leaves this country. 

Chairman RicHarps. I believe you stated that you had written 
into the agreements a provision that any classified information could 





MUTUAL SECURITY ACT OF 1956 443 


not be transferred. The inference there is that there is classified 
information connected with these reactors. 

Mr. Hau. That inference is not quite correct. One reason this 
has to be explicit in the bilaterals is that @ part of the objective of 
this program is to provide a basis for American industry to enter into 
this field. 

These reactors are not being constructed by the Government but 
by industry. We have to have a clear legal determination that 
industry will not be passing any classified information pursuant to 
these agreements. : : 

Chairman Ricuarps. There must be something that is classified 
or you wouldn’t have that in there. 

Mr. Haut. By a statement in the Atomic Energy Act we have to 
make sure it is written in the agreement. By statutory definition 
the classified information is known as restricted data. To make it 
quite clear this is a completely unclassified transaction, we have put 
this prohibition into each bilateral agreement. 

Chairman Ricuarps. That is the reason for including it? 

Mr. Hatu. Yes, sir. The agreement is truly a bilateral agreement, 
Mrs. Kelly, in terms that there are mutual obligations, in case there 
is any research in medicine, agriculture, and so on, that is derived 
from the use of this instrument. These reactors are really basic tools 
for research purposes, and their immediate utility relates to the use 
of such reactors in the fields of medicine, cancer research, agricultural 
problems, and so forth. 

Of course, as we review the spectrum of the number of countries 
that have these bilaterals, in some countries the return to us is in 
the distant future, because the basic training and knowledge on this 
subject is so primitive. But in other countries we are convinced 
that because we do not have a complete monopoly on the thinking 
and the research being done, the return will be sooner. I think it 
is quite important to realize that in basic research, this country can 
derive some important benefits from these types of agreements. 

One other point, in terms of the United States Government making 
doubly sure that these research reactors, and particularly the fuel 
elements, are not going to be diverted for military purposes, we have 
established an understanding in the agreement to make sure that our 
people are allowed to inspect the facility, these facilities that are 
being developed. 

The other point I would like to briefly comment on is the question 
of the $350,000, what it means and the significance in terms of the 
cost of the reactor. 

After the President made his proposal, it was quite clear that we 
had to establish a cutoff point in terms of the contribution made by 
the United States. These reactors, in terms of costs, vary from 
$200,000 to $300,000 up in a project sense to several million dollars. 
The Brazilian proposal, which we have been studying, contemplates 
a total expenditure of about $3 million. But the United States con- 
tribution is limited to $350,000. The funds that the Brazilians intend 
to put into this project are coming from their own sources. 

The Geneva reactor, I think is a good example of why we came to 
$350,000, because that reactor cust roughly $700,000. 

My final point is that one of the main objectives, in addition to 
promoting the President’s program, is to provide a basis for American 
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industry to participate in the atoms for peace program. So the reactors 
are being constructed or will be constructed completely by American 
industry. 

Mr. Seven. On the reactor that we sold to the Swiss, did they pay 
the whole cost? 

Mr. Haut. This was a little different situation. In the first place 
because of the shortness of time, it was really constructed by the 
Cummission, with the assistance of the Carbide people. Secondly, we 
were faced with the decision of bringing the reactor back to the United 
States, tearing down a building, and so, on the basis of the salvage cost, 
we made a determination and sold it to the Swiss Government. It 
was based on the salvage return factor. 

While the Geneva reactor is a good example of the type of reactor 
that will be in many countries, the cost there had to be developed on a 
little different basis. 

Mr. SetpeNn. Am I correct in assuming from what you have told 
us, that there is no limit on how many reactors can be bought by the 
different countries but that there is a limit on how much we contribute, 
to each country, that is, the sum of $350,000? 

Mr. Hatu. We have included in the terms of the Presidential offer 
that there will be a limitation of one contribution, shall we say, to 
each country. The bilateral agreement by its terms would allow up 
to 6 kilograms of material to be transferred. Theoretically, this would 
allow the possibility of two research reactors. But in terms of the 
program before us this morning, the contribution relates only to one 
reactor. If they decide to have 2 or 3, as in the case of Japan, the 
funding for that is a responsibility of the Japanese Government. 

Chairman Ricnarps. Will there be any possibility of any one of 
these recipient countries using the project for other than peaceful 
purposes? 

Mr. Hatt. This is a very important question and a very good 
question. It is for that reason that we have written into the bilateral 
agreements that the other countries must accept and receive our people 
to make sure that this is not being done. 

The point that Dr. Manov made, the crucial point here is the fuel 
element. These elements must be returned to the United States. We 
have attempted by the agreement and by implementing procedures to 
make sure that these fuel elements are accounted for at all times. In 
point of fact, the 6 kilograms in itself is a very smell quantity of 
material. 

I might add that the 6 kilograms contain 20 percent assay material, 
which means that it is not weapon grade material in any event. 
But to be doubly sure that this material is not diverted for military 
uses, we feel that we should follow it through by procedures of ac- 
counting and have insisted that the material must be returned to the 
United States for processing. 

Chairman Ricnarps. What supervision will the United States be 
able to have to see that it is not diverted? 

Mr. Hatt. In the bilateral agreements the countries have agreed 
to allow our technical people at any time to inspect the facilities. 

Chairman Ricwarps. Inspection? 

Mr. Hatt. Yes, sir. 

Mr. Carnanan. The scientific principles in the operation of one 
of these research reactors are common to all nuclear reaction? 
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Mr. Hatz. I am sorry. I did not understand. 

Mr. CarNnaHAN. The scientific principles involved in one of. these: 
reactors is common to nuclear reaction? 

Dr. Manov. They all operate on the same principle. 

Mr. Carnanan. Isn’t it a question then of learning the basic 
principles, and then how far they will expand the knowledge they 
start off with depends upon local effort? 

Dr. Manov. Making a bomb, for example? 

Mr. CARNAHAN. Yes. 

Dr. Manov. The nuclear reactor would be A in the alphabet and 
a bomb would be Z. 

Mr. Hau. As to misuse of this material, by the obligations under 
the bilateral agreement, the material will be returned to the United 
States. 

Mr. Vorys. The problem is, we wouldn’t send a battleship over 
with marines to retake the material if the country started misusing it. 

Mr. Haut. The 6 kilograms that we are discussing in itself is of 
no great danger. But to be doubly sure—this material is still valuable 
material—and to be doubly sure, the Commission has insisted that 
the other country agree to inspection. 

Mr. Aparr. This sum of approximately $6 million to which refer- 
ence has been made, goes for the purposes we have just been discuss- 
ing, that is, the establishment of reactors in the countries which are 
listed in the material here. Now the second part of my question; is 
that the whole program relating to atomic energy and information 
which is contemplated? 

Mr. Hauu. No, sir. I am addressing myself simply to the research 
reactor project. 

Mr. Aparr. The sum here specified is for that purpose? 

Mr. Hau. Yes, sir. 

_ Mr. Aparr. Is the Asian Research Training Center, I believe that 
is the correct name, to be financed out of other funds and not from 
this amount of money here? 

Mr. Hau. Yes, sir. 

_ Mr. Aparr. What can you tell us, in this open meeting, about the 
imparting of information in this research training center program 
which is proposed? 

Mr. Hauu. Dr. Fitzgerald, I believe, will address himself to that 
question. 

Mrs. Ketiy. I was going to ask your question, Mr. Chairman. 
But to summarize it, I would like to ask if it is true, then, that the 
United States shares in this program secret material with the nations 
We are cooperating with. 

Mr. Hatz. Nonsecret material. No, the sharing is completely un- 
classified material. Perhaps I misunderstood you. The material 
and the information is not classified at all. The point that Dr. Manov 
was making earlier is that it is true that this very small quantity of 
material, if it were a large quantity of material, could be considered 
dangerous. But we have taken care of it by reducing the size of the 
material, reducing the contained U-235, which is that element of the 
material requiring safeguards. It is unclassified. 

_ Mrs. Ketiy. On page 2 of this statement submitted by Dr. Libby, 
it is stated: 

If the technical:and material resources of a single nation should not appear 
adequate to make effective use of the research reactor, we would support a volun- 
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tary grouping of the resources of several nations within a single region to acquire 
and operate it together. 

In other words, at what period in this program do you anticipate 
aiding a group of nations to acquire and operate it? Are you thinking 
that far in advance? 

Mr. Hat. I prefer the State Department discuss this. It is 
clearly the intent and understanding of the Presidential statement 
that in many areas of the world it would be probably a more rational 
approach to have a collective effort. This is quite close, I think, to 
the conception which is known now as the Asian Nuclear Center, 
the idea of 4 or 5 states collectively collaborating in the use of a 
research reactor. 

Mrs. Ketuy. You mean, 4 or 5 nations in a region cooperate? 

Mr. Hatu. Yes. We have found, for example, in the United States 
that there are many of these instruments that are quite costly. Indi- 
vidual universities could use them, indeed. By bringing 9 universities 
together, such as we have done at the Brookhaven Laboratory, we 
have 1 useful tool that can be used by several universities. I believe 
this applies to many items of equipment in atomic energy. 

Mrs. Ketuy. We would set this reactor up in X country and then 
Z country could come in and participate under the agreement in that 
region? 

Mr. Hau. Yes. 

Mrs. Keutuy. Will you have separate agreements with those 
countries to do that? 

Mr. Hatu. By section 144 (a) of the Atomic Energy Act, it will 
require a bilateral agreement with country X, which by its provisions 
will make reference to the other participating countries. 

Mrs. Ketiy. And X country couldn’t go off and by itself bring in 
the other countries? 

Mr. Haut. No. 

Mrs. Ketity. Why isn’t this program brought before the Joint 
Atomic Energy Committee? 

Mrs. Botton. It has to do with foreign countries, 

Mrs. Ke.uy. Agriculture is over in Agriculture. Why isn’t this 
brought up before the Joint Atomic Energy Committee? 

Chairman Ricnarps. Were you directing a question to the witness? 

Mrs. Keuuy. I would like to know from you why this was directed 
to our committee. 

Chairman Ricuarps. Because it depends on the international 
agreements. It is based on agreements with foreign countries. 
Because atomic energy is involved, I was just trying to direct our 
consideration away from the field of mechanics, and scientific matters, 
which we are totally unqualified to discuss. 

Of course, these reactors are to be financed under the mutual 
security program which we are now considering. 

Mr. Jupp. I want to pin down one point. Are we insisting on the 
right to take this nuclear material back because the material is secret, 
or because it is valuable and it is in short supply in the world and we 
don’t want it wasted? If they can’t use it effectively, in accordance 
with the agreed purpose, we take it back to use some place else? 

Mr. Haut. That is right. It provides an accountability. If we 
have the material back we can account for it. 

Mr. Jarman. One question, as to inspection. How long have the 
Swiss had their reactor? 
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Mr. Hau. Since August 22. 

Mr. JARMAN. Have we made an inspection? 

Mr. Hauxu. We have had some security people there about 2 or 3 
weeks ago. The reactor itself has been sealed up since September. 
The Consul General in Geneva is aware of our interest in this. The 
new site for the reactor near Zurich is not yet constructed. So, by 
mutual understanding with our authorities and the Swiss authorities, 
at the time of the removal of the reactor and the fuel elements are 
hooked up, we will have another opportunity when the reactor is 
moved from Geneva to Zurich to make sure that the material that we 
left with the Swiss Government is still there. 

Mr. Vorys. I would like to comment on Mrs. Kelly’s question. 
This program is the most imaginative and most dramatic part of our 
entire technical assistance concept, in my judgment. It deals with 
international problems. It is certainly identified with our technical 
assistance and mutual security program. It seems to me quite 
proper that it should be in this bill, 

I have been thinking about it since I came into the room. We 
have been, as we should, probing with questions as to the problems 
connected with it, but I don’t think that should cloud our minds for a 
minute as to the enormous, dramatic significance of this thing in 
peaceful technical assistance to the world. 

I have been having a private conversation here with Dr. Manov. I 
want to see if I can say it right. This core would have about 9 pounds 
of fuel in the form of U-235 which would be worth about $100,000 
apiece, is that it? 

Dr. Manov. Yes, sir. 

Mr. Vorys. They would have to be reprocessed about every 2 or 3 
years? 

Dr. Manov. Yes. 

Mr. Vorys. They could be reprocessed about 100 times? 

Dr. Manov. Yes, on the basis of 1 percent burn-up. 

Mr. Vorys. So, each slug is going to be around for 200 or 300 years. 
Rese = can afford that kind of fuel for this sort of program around 
the world. 

Chairman Ricwarps. I would like to call attention to the fact that 
this program deals with $5,950,000 and we have about $4 billion of 
other funds which we still have to hear about. These gentlemen have 
satisfied me from the standpoint of security. I am pretty well satis- 
fied on that. Dr. Judd. 

Mr. Jupp. How do you describe this in terms of horsepower? You 
said, “so many grams of material.’’ There must be some scientific 
way of describing its capacity. What is it? What is its potential 
power to produce energy? 

Dr. Manov. You can do it several ways. You could say that a 
pound of U-235, which would be about the size of 2 cubes of sugar, 
would be equivalent of 3 million pounds of coal in heating value. 
Burning up 1 gram of U-235 per day, and a gram is about one five- 
hundredths of a pound, when burned up will give you about 1,000 
kilowatts. 

Mr. Jupp. I am interested primarily in the power of one of these 
reactors. 

_Dr. Manov. These reactors are not designed to produce power. 
They. are designed to produce technical. knowledge. However, a 
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reactor of this type produces 10 kilowatts, which, as I think I said, 
is equivalent to about 2 electric ironers or 1 electric stove. Reactors 
such as the Geneva swimming pool reactor can easily go.up to 1,000 
kilowatts. We ran it at 100 kilowatts: 1,000 kilowatts would be the 
amount of energy to supply a town of about 1,500. 

Chairman Ricuarps. Thank you, gentlemen. We are very much 
indebted to you. 

Ladies and gentlemen, the next witness is Dr. D. A. FitzGerald, 
Deputy Director for Operations, ICA. We are in open session. 

I would like to say for the information of the committee, that 
somebody wrote an article in the Washington Post-Times Herald, 
about the secret hearings on Capitol Hill. The Foreign Affairs 
Committee, which some people seem to think deals in mystery, and 
tries to keep information from the public, had a greater percentage 
of open hearings this year than any other committee in Congress. 
This confirms our policy which is to have as many hearings as 
possible open. 


STATEMENT OF DR. D. A. FitzGERALD, DEPUTY DIRECTOR FOR 
OPERATIONS, INTERNATIONAL COOPERATION ADMINISTRA- 
TION 


Dr. FrrzGrratp. I would like, first, to mention briefly the second 
item that Mr. Claxton said we would discuss this morning, because 
it ties in with the material that you have had presented to you by the 
Atomic Energy Commission. It has to do with the training program 
which supplements the reactor program. 

The training program involves the bringing of representatives of 
foreign countries to the United States for training. 

I wanted to mention briefly our specific plans in connection with 
the peaceful uses of atomic energy. Up to date, we have brought to 
the United States for training in the nuclear field, 116 representatives 
of other countries. 

Mrs. Bouton. All scientists? 

Dr. FirzGreraup. Yes. Those are in the general field of engineer- 
ing training in peaceful uses of atomic energy. I believe I am correct 
in saying that all those 116 have been or are being trained at Argonne 
by the Atomic Energy Commission facilities there. 

In addition, we have brought in another 26 trainees who have been 
trained at other facilities, including Oak Ridge. One further com- 
ment: Those have not all been financed by ICA. A good many of 
them have been what we call self-financed trainees, that is, the country 
itself has footed all the bills for the costs of those persons in this 
country. We have merely arranged for courses at Argonne or Oak 
Ridge, as the case may be. 

During the current fiscal year the program has involved $150,000 
worth of mutual-security funds for those trainees which we have 
financed in part. 

For the next fiscal year, we are tentatively planning a substantial 
increase in this training program, scheduling $784,000 for cost of 
trainees as compared to the $150,000 actually expected to be expended 
this year. That would involve some 270 persons. 
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We have given a good deal of consideration to the magnitude of 
this program for fiscal year 1957. As has been implied in the con- 
versation by the Atomic Energy Commission representatives, there 
is a very great lack of training in this field abroad, and a considerable 
number of persons of various degrees of competence will need to be 
trained in order to safely and effectively use the reactors that are 
contemplated. 

We have had various estimates and, of course, you have various 
degrees of training and competence necessary, and I would like to 
have this confirmed by a representative of the Commission, we are 
thinking in the terms of 15 or 20 reasonably well-trained technicians 
to make effective use of 1 of these facilities. 

Dr. Manov. That is right. 

Dr. FirzGeraup. In most countries that is 15 or 20 more than they 
have now. We are contemplating a substantial increase in this 
particular training facility this year. 

Additional detail on this training program is contained in your 
books on pages 261 and 262. Unless there are any questions by the 
committee on it, that is all I felt it was necessary to say. 

Mr. Apatr. Were you going to address yourself subsequently to 
the matter of the Asian fund? 

Dr. FirzGrraup. Yes. 

Mr. Hays of Arkansas. I didn’t understand about the expense of 
the trainees that you bring in. Do we bear all that ourselves? 

Dr. FirzGeratp. No; wedo not. The $780,000 represents our best 
estimate of the cost that we will bear of the trainees that come next 
year. There will, I am sure, be additional self-financed trainees for 
which we will have no cost. 

In any event, the typical arrangement with another country is that 
they bear all the costs of getting the trainee to the United States. 
We pick up only the dollar costs of that trainee when he is in the 
United States. 

Chairman Ricuarps. Does that complete your statement? 

Dr. FirzGeraup. Yes. 

Mr. Jupp. Are we financing wholly out of this Asian development 
fund the reactor for Asia that was announced last fall? I understand 
it is going to the Philippines? 

Dr. FirzGeraup. Yes, sir; it is going to the Philippines. 

Mr. Jupp. Is the Philippine Government taking care of the expense 
of training personnel to operate it? Since that is a regional plant, 
probably we take care of the whole expense. I got that impression 
somewhere. 

Dr. FirzGeraup. There are many details still to be worked out on 
that center, The present expectation is that the Philippines will, for 
having the center located in the Philippines, provide certain facilities, 
land, and so forth. The details of that are being worked out. We 
will be discussing that in a few minutes, Mr. Judd. 

Chairman Ricuarps. Is there any assurance that no reactor will 
go to any country unless that country has trained personnel to operate 
it? 

Dr. FrrzGeraup. We are being very careful, sir, cooperating very 
closely with the Atomic Energy Commission, to make sure that their 
reactor program doesn’t precede the ability of that country to use it. 
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Dr. Manov. We have a screening procedure, first to screen what 
type of reactor they want to get, and have they the personnel who are 
capable of operating it. We are not simply going to put in a reactor 
and say, “Here it is,” and walk away. We will make sure there are 
people there who can operate it and get something useful out of it. 

Chairman Ricuarps. Will the $780,000 come out of the $5,950,000? 

Dr. FrrzGrravp. No, sir; that will come out of the requests that 
we have made to this Congress for technical cooperation funds. 

Chairman Ricnwarps. From general technical cooperation? 

Dr. FirzGeravp. Yes. 

Chairman Ricuarps. The committee will go into executive session. 

(Whereupon, at 11:50 a. m., the committee went into executive 
session. ) 

EXECUTIVE SESSION 


Chairman Ricuarps. We are in executive session. 

Doctor FitzGerald, did you want to make a statement in executive 
session, or do you just want to submit to questioning? 

Mrs. Boiron. Would it be possible for me to ask just one little 
question? 

In the number of persons that you bring over, are there any women, 
any women scientists at all interested in atomic fission? 

Dr. FirzGrrautp. We have not had any women trainees in this 
field as yet. 

Mrs. Boiron. Not even in this country? 

Dr. FirzGerap. Yes, in this country. 

Mrs. Botton. How many, do you know? 


Dr. Manov. In nuclear reactors, very few. In the whole field of 
atomic energy, a good 25 percent. If you extended it to how many 
people are using isotopes in the United States, I would guess there are 
25,000 or 30,000 people in the United States using that. Twenty-five 
percent of those are women, and very good people. It is like pioneer- 
ing in the West. 

Dr. FirzGeraup. Mr. Chairman, since the Asian nuclear center is 
part of the program being financed from the Asian development fund, 
I would like now to leave the nuclear center discussion for a few minutes 
and discuss generally the status of and our plans for the Asian develop- 
ment fund. 

I have here, Mr. Chairman, which I would like to submit for the 
record, a brief statement, which I believe has been distributed. 


Chairman Ricuarps. Would you like to read it? 

Dr. FirzGerap. It is about 4% pages. 

Chairman Ricuarps. We will be glad to hear you in whatever way 
you prefer. Do you want to place that in the record at this point and 
just discuss it generally? 

Dr. FrrzGeravp. Yes. 

Chairman Ricnarps. Without objection, the statement will be 
placed in the record at this point. 

(The statement referred to is as follows:) 
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In 1955 the sum of $100 million was appropriated for the President’s Fund for 
Asian Economic Development and autl orization under section 418 was given for 
the appropriation of a further $100 million. The executive branch this year 
carefully considered the need for requesting the appropriation of the remaining 
$100 million in the light of three factors: the free Asian reaction to the establish- 
ment of the fund; the specific need which the fund could fill in assisting economie 
growth in free Asia; and, most important, the contribution that the fund could 
make to achieve United States objectives in free Asia. It is our considered 
judgment that the appropriation of the remaining $100 million authorized last 
year would serve to advance significantly the interests of the United States and 
of the countries of free Asia. 

Although this request is one which involves the appropriation rather than 
authorizing legislation, I am taking this opportunity to give you a progress report 
on what we have been doing with the Asia fund during the past year and also to 
discuss with you our plans and hopes for the future. 

The establishment of the fund in 1955 aroused widespread and favorable 
interest among the countries of free Asia in that the language and spirit of section 
418 clearly reaffirmed the policy of the United States to foster rapid economic 
growth of this area. The provision emphasizing preference for projects or pro- 
grams that are of benefit to the area as a whole or of benefit to a group or groups 
of countries was directly responsive to the growing tendency of these countries 
to identify themselves as Asia. It also directed attention to the close relationship 
between economic cooperation within the area and the economic development of 
the individual Asian countries. Finally, the provision which permitted the 
fund to remain available for obligation until June 30, 1958, provided the time that 
the Asian countries needed to develop feasible and mutually beneficial projects. 

While the establishment of the fund presented new operational problems 
because it represented a new venture and required new policy guidelines, it 
quickly became evident that the fund could and did fill a real need in the assistance 
program for Asia. The fund, first of all, provided incentive for the countries of 
Asia to broaden their outlook on problems of economic development and to 
explore with their neighbors projects which they could undertake jointly to their 
mutual benefit. Secondly, the fund provided a specific focus and source of 
financing for projects which, because of their regional rather than national 
importance, did not lend themselves to the regular bilateral assistance programs. 
This is particularly true of those regional projects which require the participation 
of two or more countries. 

The first major project to be financed from the fund is a regional nuclear 
research and training center to be located in the Philippines. At the Singapore 
meeting of the Colombo plan powers in December 1955, the Director of ICA, 
on behalf of the United States Government, offered to contribute substantially 
to the creation of an Asian nuclear center. This contribution would provide 
funds for the training of Asian students, for laboratory facilities including reactors 
—s for a large training center, and for equipment of various kinds to facilitate 
research. 

A group of scientists assembled by the Brookhaven National Laboratory, under 
contract to ICA, is currently traveling in the Colombo plan area to assemble 
basic data upon which the technical and administrative planning of the center 
may proceed, to stimulate a sense of Asian participation in the project, to define 
the relationship between the participating countries and the center, and to plan 
the physical facilities and programs of the new institution. It is expected that 
the detailed plans for the center will be presented to the Colombo plan meeting 
in New Zealand next November. The financial requirements of the project have 
been estimated at up to $20 million, the financing to come from this fund because 
the project (a) serves a number of countries in the Asian area and (6) requires 
substantial planning and construction time. 

In addition to the nuclear center 7 other specific proposals, each involving 2 
or more Asian countries, have been submitted and are in various stages of con- 
sideration. In some instances field surveys are or shortly will be underway. 
These include interregional transportation and telecommunications projects 
linking countries together, minerals and mining projects to increase regional 
production and export of important raw materials within the region, and special- 
ized technical training centers to develop on a regional basis a reservoir of tech- 
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nicians and skilled labor in free Asia. These projects would involve about $70 
million—or twice as much as remains unprogramed in the Asian development fund. 

The progress to date is heartening in terms of the evidence it provides that 
countries preoccupied and burdened with internal problems and in some cases 
beset with strained political relations in the region, nevertheless are able tc over- 
cone oe obstacles and work together in planning activities of mutual economic 

enefit. 

In addition to projects of a regional nature, the fund has provided an element 
of flexibility in meeting special individual country requirements that have arisen 
during the past year. Development programs for Ceylon, Burma, Afghanistan, 
and Indonesia, have been financed from it. 

In terms of the contribution which the fund can make toward achieving the 
broad United States objectives in Asia, its fundamental value lies in its encourage- 
ment of greater regional cooperation on development problems. Regional coop- 
erative efforts in the economic field are likely to develop a more closely knit 
association of free Asian countries which, as a group, will find a broader basis 
for closer continuing association with the free world in general and the United 
States in particular. 

The creation of a closer association contrasts with Soviet efforts to foster 
divisions among Asian countries. The availability of the President’s fund to 
encourage regional solidarity and participation in free-world methods of achiey- 
ing economic progress offers a new and significant approach to strengthen Asia. 
The stimulation of regional economic activities will result in greater political 
cooperation and should bring forth clearer recognition and understanding of 
United States objectives in Asia. 

The projects and programs approved or now under study, taken together, 
would require dollar financing in the amount of about $135 million which exceeds 
the current appropriation by $35 million. The additional $100 million requested 
would permit (a) the funding of all the programs and sound projects submitted 
to date; (b) active consideration of new projects, of which nine already have been 
put forward on a preliminary basis; and (c) meeting possible emergency program 
requirements in the area. The funds would, of course, be subject to the pro- 
visions of section 418, including the loan requirement. Of the programs and, 
pro‘ects approved so far this year, totaling $66 million, almost half, $30 million 
have been on a loan basis. 

As the countries of Asia gain experience in identifying useful projects of a 
regional nature, other proposals will emerge in the near future and a number of 
these will warrant serious consideration for our financial support. Without the 
availability of the remaining $100 million now being requested, the cooperative 
consultation of the Asian countries will tend to lessen and consideration of addi- 
tional proposals by the United States will have to be curtailed. The availability 
of additional funds, on the other hand, will have the effect of continuing and 
reinforcing the beneficial activities made possible by this fund. 

I should like to take this opportunity to clarify one aspect of the President's 
Asian fund. During the presentation to this and other committees last year 
requesting the establishment of this fund, we stated that allocations from the fund 
would be on a bilateral basis. The use of the term “bilateral” in the context of a 
fund which is supposed to stress a regional approach has caused some confusion 
among those who have to administer the fund and, in the light of our 1 year’s 
experience, may have been ill advised. 

he essential point of our use of this term, and which we believe was all that 
was in the mind of the Senate Foreign Relations Committee in mentioning it in 
their committee report of last year, was that the United States should preserve 
the decision-making responsibility with respect to the uses to which the fund would 
be put rather than turning it over in an unearmarked lump sum to an international 
organization. . 

e believe that the Asian nuclear center which this fund will help to establish 
is truly regional in scope and concept within the intent of the legislation. It 
would not be exact, however, to describe the arrangements and negotiations now 
taking place with respect to that center as “bilateral.” Nor would such descrip- 
tion strictly apply to training or other regional centers which this fund might 
help to create. In all of these cases our arrangements might well be with, and our 
assistance be to, an organization established by the several countries of the 
region rather than with a particular country or even groups of countries on 
government-to-government basis. We feel that the language of section 418 (¢) 
was clearly intended to make such activities possible, and all I am attempting to 
do here is to clarify the record on this point. 
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Dr. FrrzGeratp. The statement that I have submitted merely 
paraphrases and supplements the material that is in your books on 
pages III-209 through 213. 

You might wish to note the chart on page 209, which shows the 
area for which funds from the Asian development fund are available 
for utilization; the area—sometimes called the arc of free Asia—runs 
from Afghanistan around in a semicircle to Japan and Korea. 

The present status of the program being financed from the Asian 
development fund is briefly summarized, with two corrections, which 
| should like to make on this chart, by the brief boxes on the chart. 
There have been since this chart was prepared additional programs 
which have been approved for negotiation [security deletion} including 
one for Afghanistan. 

The Asian development fund first became available to the adminis- 
tration when the Congress passed our mutual security legislation last 
summer. 

The fund represented a new departure in our program and repre- 
sented a new policy in respect of the area concerned. Consequently, 
there. has been somewhat more time required to develop programs 
which reflect the intent and the policy of Congress in this matter. 
As of today, while we cannot report that the program is well toward 
implementation, we can report that plans for the use of these funds to 
achieve the objectives set forth in this particular part of the legislation 
are moving forward effectively and constructively. 

As of this time we have approved for programing $66.6 million of 
the $100 million authorized. As this committee knows, $200 million 
has been authorized. So that we are not requesting of this committee 
any change in the authorization but merely reporting to you on the 
status of the program to date. 

Of the $66.6 million approved for programing, $22.5 million has 
been approved for regional programs and $44.1 million has been 
approved for emergency bilateral programs. 

Such bilateral use of these funds was recognized as a possibility at 
the time we were before the Congress last year. I will revert briefly 
to those bilateral programs in a minute. 

In addition to the $66.6 million of the appropriation which has 
been approved for programing, we have under consideration and in 
various stages of review $70 million additional worth of regional 
projects. Ina minute I will describe briefly those additional projects 
which we have not yet processed to the point where we are prepared 
to set aside funds for implementation, but which we are evaiuating 
both from the point of view of their technical merit, and from the point 
of view of their contribution to the economic development of the 
region, 

As of the end of March this year actual obligations from the Asian 
development fund amounted only to $4,365,000. By the end of this 
month we expect those obligations to be approaching $10 million, and 
we estimate that by the end of this fiscal year we will have obligated 
some $40 million out of $100 million now appropriated. 

As the committee knows, this particular appropriation is available 
for obligation for 3 years rather than the usual 1 year. 

We have found it necessary because of emergencies in the Far East 
area to set aside funds available in the Asian economic development 
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appropriation for bilateral programs, such as those for Indonesia 
Ceylon, and Afghanistan. 

The Indonesian program, amounting to $4.1 million, supplements 
the technical cooperation program that we have been conducting and 
are conducting in Indonesia. : 

The Ceylon program, tentatively set at $5 million, is in the process 
of negotiation with Ceylon at the present time. The usual standard 
bilateral agreement with Ceylon is under negotiation with that country 
now. We expect that it will be concluded in the near future, and the 
tentative plans for the use of the funds for a number of specifically 
discussed projects is expected to get underway before the end of this 
fiscal year. 

_ In the case of Afghanistan, the program is less far along. Discus- 
sions are still going on with representatives of the countries concerned, 
The program tentatively amounts to $10 million, and is specifically 
proposed for the purpose of helping Afghanistan install an airline in 
that country. 

(Discussion off the record.) 

Mr. Aparr. What would be the termination of that line? From 
where to where? 

Dr. FrrzGeravp. It is primarily an internal airline, Mr. Adair, 
with tentative termini outside of Afghanistan in say Karachi and 
possibly Teheran. 

Mr. Aparr. It would operate principally internally? 

Dr. FirzGeravp. Yes, sir. 

(Discussion off the record.) 

Mr. Jupp. It has been announced that we are to have a commis- 
sion to restudy our whole aid program. I read a list of the aspects 
to be studied. They were more or less the frills. I wish we would 
— and study the real fundamentals of just what we are trying 
to do. 

Our first job, as we have said so many times, is to win the confidence 
of these people. We are not winning their confidence. In some places 
we have created irritation, even resentment, by the arrogance with 
which some of our people deal with their problems. 

They have some ideas too about what is good for their country. 

Mrs. Ke.uy. It is my understanding that this very question was 
asked a member of the State Department and that it was stated this 
program is a result of a restudy of the foreign-aid program. 

Mr. Jupp. It must have been done since we were there in December. 

(Discussion off the record.) 

Chairman Ricuarps. This same memorandum stated, “It is now 
expected that $44.1 million will be used in Indonesia, Afghanistan, 
and other countries.” 

All of these, as I understand it, are bilateral programs? 

Dr. FirzGerap. That is correct. 

Chairman Ricuarps. And funds were requested from Congress to 
finance a regional program. That is along the line which Dr. Judd 
spoke about a minute ago. 

Dr. FirrzGerautp. That is correct, Mr. Chairman. At the same 
time I believe the committee will remember that it was pointed out 
that there might be emergencies in the area which would warrant 
the use—— 

Chairman Ricwarps. Then why can’t they be financed out of the 
President’s emergency fund? 





MUTUAL SECURITY ACT OF 1956 455 


Dr. FrrzGrraup. Because the $100 million emergency fund was 
pretty well committed for other emergencies, Mr. Chairman. 

Chairman Ricuarps. That is the reason? 

Dr. FirzGerap. Yes, sir. 

Mr. Jupp. Under the transferability provisions? 

Dr. FirzGerap. Yes, sir. 

Mr. Vorys. When you have 22 percent regional of something that 
was presented as being predominantly regional, you sure have the 
tail wagging the dog. 

You have an entirely different administration than was stated and 
provided in the law. Based on what you have done so far, we ought 
not call this a regional proposition. 

Chairman Ricuarps. As of March 30, according to the information 
we had, under section 401 there was but $560,000 obligated out of the 
whole $100 million. 

Dr. FirzGerap. I don’t have the obligation. 

Chairman Ricuarps. Yet you say it has all been obligated. 

Dr. FrrzGeraxp. If I said obligated——— 

Chairman Ricuarps. All programed. 

Dr. FitzGeravp. If I said obligated, I was in error, Mr. Chairman. 

Chairman RicHarps. $560,000 obligated out of $100 million as of 
March 30. 

Mr. Jupp. You remember the big fuss they made last year because 
we wouldn’t give them an appropriation of $200 million for the author- 
ization? 

Chairman RicHarps. It seems to me you could have financed some 
of these bilateral programs when you haven’t obligated but $560,000, 
of the emergency fund. 

Dr. FirzGrraup. May I make 2 or 3 comments? In response to 
your comment, Mr. Vorys, it is true that of the programs so far— 
projects and programs so far approved for implementation, $44.1 
million is involved in bilateral and only $22.5 million in regional 
programing. 

I call your attention to the fact that we have another $70 million 
worth of regional projects that are now in the works, that are being 
screened. 

In 1 or 2 instances we have technicians on the ground now looking 
over the project from the point of view of technical feasibility and its 
economic merit. 

Those programs which take longer to develop and mature than bi- 
lateral programs take will be coming forward and will not only use 
all of the balance of the regional fund now available but will require 
some additional $30 or $35 million to implement. 

In addition to the projects, there are another 9 projects which are 
all regional, which we have rather held back and have not undertaken 
to look into specifically from the point of view of their technical merit 
and their economic desirability, because lacking funds to finance them, 
we felt it would be inappropriate and undesirable to work on them, to 
encourage countries to consider that they might be financed pending 
the availability of additional funds from the Congress. 

Mr. Vorys. You are talking about something that you may want 
to take up at another session of Congress at some later date. 

But based on what you have said, $22 million and $70 million, you 
could do all of it out of your first $100 million if you hadn’t 
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overloaded this with something that doesn’t belong in this fund. 
There are bilateral programs that should be in the general area fund. 
and if you haven’t the money for it, you haven’t the money for it. 
That is the way it impresses me. 

Chairman Ricuarps. This book shows that you are financing pro- 
grams with the Asian fund in India and Pakistan. Where is the 
Indus River? In India? 

Dr. FirzGerawp. Yes. 

Chairman Ricuarps. Nepal. Karachi. Are these regarded in the 
scope of the Asian fund? 

Dr. FrrzGera.p. Yes, sir. 

Chairman Ricuarps. All of them? 

Dr. FrrzGeratp. The area that Congress authorized for the use 
of these funds runs from Afghanistan in the west all around Free Asia 
to Korea and Japan in the northeast. 

Mrs. Boiron. That complicaies the division the State Department 
— of that part of the world. They go on to Burma with the Near 

ast. 

Dr. FrrzGrratp. With the Far East 

Mrs. Botton. Then they have Southeast Asia. I always have to 
turn over India to Walter because that is his subcommittee, because 
of the State Department’s division of the area. 

Dr. FirzGeratp. That is purely an administrative division, and 
doesn’t reflect any barrier 

Mrs. Bouton. It didn’t seem to me that it reflected any sense. 
I was interested that you should be doing it entirely differently. 

Chairman Ricuarps. You are taking about two-thirds of the world 
into this Asian fund? 

Dr. FirzGrra.p. It includes a large number of people. I suppose 
in the arc of Asia there are seven or eight hundred million people. 

Chairman Ricnarps. As Mrs. Bolton said, would these same coun- 
tries qualify for Middle East funds? 

Dr. FrrzGrerap. No, sir. It is planned that the Middle East 
fund will start 

Chairman Ricnarps. It won’t go to Pakistan? 

Dr. FirzGera.p. It will not go to Pakistan. 

Chairman Ricuarps. We mentioned Afghanistan. That is in the 
Middle East? 

Dr. FrrzGera.p. It is correct that the area which it is contemplated 
the Middle East fund would be applicable to, and the area which the 
Asian development fund is applicable to, both include Afghanistan. 
Afghanistan is the one country which, if regional programs or other 
programs were undertaken, could be financed out of either the Middle 
East fund or the Asian development fund, that is correct, Mr. 
Chairman. 

Chairman Ricuarps. Administratively, you would have recourse 
to either but not both? 

Dr. FrrzGeravp. Either but not both as to a particular project. 

Chairman Ricnarps. That is the only country in this no-man’s 
land? 

Dr. FirzGrrap. That is the only country that could potentially 
be financed out of two regional funds. 

I should like to reiterate, Mr. Chairman, that drawing on the 
Asian development fund for emergency bilateral programs in this 
area was explicitly set forth in this committee in hearings last year. 
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At that time I am sure there was understanding that this would be, 
if the circumstances required it, and our judgment was that the 
circumstances in these four instances to which I have made reference 
did require it. 

(Discussion off the record.) 

Mr. Jupp. This is the London Times. It states: 

The Prime Minister, U Nu, hailed the United States’ proposal as ‘‘a new 
pattern of relationship between Burma and the United States’ and declared 
that this time Burma would pick and choose technicians to her own liking instead 
of accepting what was chosen for her by the United States Government as in the 
days of American Economic Cooperation aid. 

Burma interrupted the former aid program from us because she 
didn’t like the way we were doing it. Now we are planning to buy 
10,000 tons of her rice to use in Kast Pakistan. In payment, she is 
to pick out some of our technicians to do the things that she wants 
to do. 

The Burma Commerce Journal says: 

By dumping raw. cotton and dairy products in Burma, rice in Japan and other 
markets, and directing other surplus elsewhere, the United States has saved her 
market at the cost of others. 

This illustrates the amount of confidence and good will we command 
over there at the moment. Mr. Chairman, I don’t like to say it this 
way, but this program described today for use of the Asian Develop- 
ment Fund money is not in accord with what we understood last 
year it was to be. They said they had to have $200 million right 
then or else the region would go to pieces. Yet, they haven’t been 
able to get anything suitable started that would use the $100 million 
we did give them. 

I grant you that Dr. FitzGerald is right, that they can transfer 
anything in the act anywhere else, practically. But the fact is we 
authorized that fund on the basis of our conviction this was a sound 
regional proposal, urgent and important. The Congress was sold it 
on that basis. It is a very disappointing showing. 

(Discussion off the record.) 

Dr. FrrzGerap. It is rather to have India and Japan work to- 
gether in developing a source of iron ore in India which the Japanese 
use, and the Japanese are putting resources into it. If we moved into 
this bauxite production in Indonesia, I am sure we would want the 
same principles worked out. 

Mr. Jupp. That is a sound proposal. We made the same recom- 
mendation 2 or 3 years ago, when we saw tube wells being put down 
and operated in India, using Japanese equipment and Japanese diesel 
engines. We thought that was good. India profited, and so did 
Japan. Where countries can be tied together, that is what the com- 
mittee had in mind. Some of these projects qualify, but the great 
bulk of them does not. 

Chairman Ricuarps. In reference to the regional purpose of the 
Asian fund, I would like to place in the record now what we said on 
this subject in the committee on the mutual security bill last year. 
lt is just a short paragraph. Let me read this: 

This emphasis upon a regional approach to the area’s development comple- 
ments the strictly bilateral programs we have with many of the countries of free 


Asia. _By stimulating greater economic and political unity in the area and by 
providing the incentive for the planning and development of projects of long- 
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term value to the region, as well as the individual countries, it is intended to 
supplement programs concerned only with military objectives. The fund wil] 
also be concrete evidence that the United States is concerned about the serious 
economic difficulties confronting those countries, difficulties which in many of those 


countries are compounded by their defense programs. 


We emphasized that in the report last year. 

Mr. Apair. With respect to your reference to and including the 
wording from the committee report in the hearings this time, if that 
is done, and I think it completely appropriate that it be done, I would 
also like to have the appropriate section from the minority report 
upon this point included, because we expressed the gravest doubts 
on this point. 

Mr. Chairman, I think it would be appropriate to include those 
sections from both the committee report and the minority views upon 
this matter. 

Chairman Ricnarps. I would like to read it for insertion at this 
point. I might say that Mr. Adair is not very often in the minority: 

The provision in the bill establishing the President’s fund for Asian economic 
development and authorizing approximately $200 million for such purpose is a 


further striking example of the abdication of congressional control over the 
expenditure of funds by the executive branch. 


You are saying, “I told you so”; is that right? 

Mr. Aparr. I wouldn’t like to have it put that way, Mr. Chairman, 
but I would like to have both views set forth. 

Chairman Ricuarps. We have put it in. 

Mr. Aparr. It continues on the next page. 

Chairman Ricuarps. Let me get it all: 

Do we know which countries in Asia will be receiving assistance out of this 
fund? And how much? Do we even have an estimate of how much each 
country will be receiving beyond some “‘conceivable’’ projects? Do we know what 
projects will be used for development purposes? Do we have any idea of what 


contributions the recipient countries themselves will be making? Do we know how 
much the executive branch expects to spend in fiscal year 1956 out of this fund? 


(Discussion off the record.) 

Chairman Ricuarps [reading]. 

Do we know how much the executive branch expects to spend in fiscal year 1956 
out of this fund? The hearings disclose no clue to any of these questions. What 
is certain, and what can be stated in certain terms, however, is that if such a fund 
is established, $200 million will be used, one way or another, by June 30, 1958.— 

These gentlemen from the ICA have been pretty careful with your 
money. 

June 30, 1958, the termination date in the bill for the fund. But for whom, 
for what and how much we do not know. Nor do the administrators of the mutual 
security program. Under the provisions setting up the fund— 

The President is authorized to utilize the appropriations made available for the 
fund to accomplish in the free Asian area the policies and purposes declared in 
this act and to disburse them on such terms and conditions, including transfer of 
funds, as he may specify to any person, corporation, or other body of persons 
however designated. 


Incidentally, I think the minority went on to say they might be 
against the whole program, didn’t they, Mr. Adair? 

Mr. Apair. I think our statement a year ago is worth considering, 
in all seriousness, because it does demonstrate that these things 
which we are talking about around the table now were in the minds 
of the committee at that time. I think this demonstrates it. 
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Mr. Jupp. Your face need not be red, because you said that you 
were confident they would spend it one way or another before the 
end of the fiscal year. They will. 

(Discussion off the record.) 

Mr. Jupp. Do you know what Burma did with the $42 million 
loan they got from India last fall? 

Dr. FirzGeraup. Not in detail. 

Mr. Jupp. It would be worth finding out, if you could. It was 
under their own control. It would be interesting to see what they 
spent it for, what they really want to have done in their country. 

Chairman Ricnarps. Do you have any information on that? 

Dr. FirzGeraup. We will get it for you. 

Chairman Ricwarps. And place it in the record. 

(The material referred to is as follows:) 

The Government of Burma announced last September that the Government of 
India had agreed to extend Burma a loan totaling 200 million kyat, or about $42 
million. This loan, convertible into sterling, remains available for drawing until 
September 30, 1956. It bears interest at 4 percent and is repayable in semiannual 
installments over a 4-year period, starting March 1, 1959. 

Two points are worth noting in connection with this loan: 

(1) It is a short-term foreign exchange rather than a long-term development 


an. 

(2) The need for such a foreign exchange loan appears to have arisen as a result 
of a reduction in Burma’s foreign exchange resources caused by (a) the falling 
export price of rice, Burma’s principal source of foreign exchange earnings, (b) an 
accumulation of comparatively heavy purchases of capital goods abroad for the 
Burmese development program during the preceding 2 or 3 years. 

The Burmese Parliament ratified the loan agreement in February, 1956, but 
according to available information, no drawings on this loan have been made to 
date by the Burmese Government. The probable reasons for this absence of 
drawings include some improvement in the Burmese foreign exchange position 
and the signing of a surplus agricultural commodities agreement for $21.7 million 
with the United States under Public Law 480. 

Dr. FirzGrerautp. The other comment I would like to make, Mr. 
Chairman, is on the 10,000 tons of rice which Mr. Judd referred to. 
U Nu had expressed an interest over a considerable period of time in 
selling us rice and using the dollars that he got from that rice to 
employ American technicians. 

When the flood and other weather conditions in Pakistan became 
so serious to require the importation of a considerable quantity of 
rice into that country, which the Pakistan Government could not 
possibly finance with its own resources, we, while under instructions 
by the Congress to normally buy surplus agricultural commodities in 
the United States, felt we were justified, particularly because we could 
get Burmese rice to Pakistan more quickly than from departing from 
that injunction of Congress to the extent of the 10,000 tons, which 
will allow the Burmese to employ the American technicians in which 
they are interested. 

I know many of you would think that more of that could be done. 
We are under provisions of legislation which require that insofar as 
practicable and where in furtherance of purposes of the act we buy 
surplus agricultural commodities in the United States. 

Mr. Jupp. I may say representatives of the Far East Division of 
the State Department came up before our subcommittee to find out 
rom us before they acted, whether we would favor making this 
10,000-ton purchase, and unanimously our subcommittee approved 
it. They properly didn’t want to depart from the plain intent of the 
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act, without first discussing it with Members of Congress. I think 
in dealing with the Asian development fund, we have the same sort 
of situation. Ought they depart so radically from the plain intent 
of that provision without consulting this committee? 

(Discussion off the record.) 

Chairman Ricnarps. I wanted to ask about a project. I believe 
you are considering a communications project for Laos and Thailand. 
Was that something that they needed and wanted or are we hunting 
for something to do there? 

Dr. FirzGrraup. No, sir. That is a very desirable, important 
potential project. The [security deletion] project is being considered 
as a possibility for financing part of this telecommunications system, 
but prior to a final decision and right now, Mr. Chairman, we have a 
survey team on the ground inspecting the current existing com- 
munications facilities in those four countries. 

Chairman Ricwarps. Are you talking about radio? 

Dr. FirzGreratp. Radio—— 

Chairman Ricnarps. Television or telephones? 

Dr. FirzGeraxp. No television. 

Chairman Ricuarps. Telegraph, telephones, roads? 

Dr. FirzGrra.p. No, sir; this is all 

Chairman Ricuarps. Ethereal stuff? 

Dr. FirzGrraup. Ethereal communications. We don’t know what 
the best type of communications system should be installed between 
those four closely associated countries. 

Chairman Ricuarps. They are just as remote from the standpoint 
of communications as if they were thousands of miles apart, in some 
instances. 

Dr. FrrzGreravp. That is right. 

Mrs. Botron. I would like to ask whether we really try to find out 
what they want. 

We have been attempting to tell people what they want rather than 
securing for them what they feel they need, coming to their point of 
view only to find that the Russians have already supplied them. 
Are we going to continue to do that kind of thing? As Mr. Judd said 
earlier, we inquire as to what they want then we argue. When it 
comes to losing countries, we are losing them by this method. We 
are losing them very largely on the principle Mr. Judd described, 
furnishing the frills but not doing the thing that is down the middle. 
It seems to me what they want from us is a far more intelligent and 
understanding approach to their needs. 

Chairman Ricnarps. I appreciate what Mrs. Bolton said. I also 
want, at the same time that we are being critical of this thing, to ex- 
press some appreciation of the difficulties. When you are dealing 
with a lot of new and underdeveloped countries with thousands of 
years of prejudices, hates, misunderstandings, it is pretty hard to 
get them together on a multilateral program. You have the same 
situation in the Middle East. It is a tough job. Therefore, it 1s 
hard to work out a program unless we do the very thing that they 
object to, tell them what they have todo. That is the situation you 
will face in this communications program in Cambodia. It will be 
very difficult to get those four countries to agree on every bit of it. 

Mr. Jupp. This is one place where I think we ought to get some 
reverse lend-lease. Apparently a survey is proposed because our 





MUTUAL SECURITY ACT OF 1956 461 


people don’t know anything about the situation. But the French 
know all about those telecommunications. They built them. . There 
ought to be a Frenchman or two around whose knowledge and services 
we could borrow. 

So often we send people out there who don’t know anything about 
the language, or about the customs. They go almost as if nobody 
had ever been in that country before. This [security deletion] funds 
for a survey of telecommunications is another case where we will 
perhaps find Americans spending hundreds of thousands of dollars, 
if not millions of dollars, digging out information that is already 
available. We have seen that in country after country. 

We have a certain arrogance that amounts to a form of imperialism. 
You can’t tell me there aren’t competent people in those countries 
who are acutely aware of both the needs and the possibilities. I 
recognize the worthwhileness of the project, but I saw so much waste 
of funds in so many places where Americans said, as Mrs. Bolton 
reported regarding Kgypt, ‘““You ought to have this kind of locomo- 
tive,” when it wasn’t the right kind of locomotive at all. 

Chairman Ricnarps. Your argument is good in a bilateral pro- 
gram. It is more difficult when you have to get a half dozen people 
togethar, you have troubles there. There are difficulties beth ways. 
The point is, I don’t see why these people, if they resent our inter- 
ference, don’t come back and tell us, ‘““‘We don’t need any more 
money.” 

Dr. FirzGrraup. Mr. Judd, could I make one comment? On the 
telecommunications project, we had requests from three of those 
countries for telecommunications systems that were to be developed 
solely as a country telecommunications system. What we felt was 
desirable was at the same time we were helping each one of those 
countries with a country system that they had asked for that they 
consider one that could be made a regional telecommunications 
system. It may be that we have overlooked some knowledge. I 
would be the last one to suggest that we know everything. We sure 
don’t. 

(Discussion off the record.) 

Mr. Jupp. We have seen it again and again. In fact, even when a 
new boss comes in, there is discord of what his predecessor had banned 
ordone. A high official in Free China said to us, ““We can’t keep up 
with you. Your experts set up for us a system of treatments for 
vitamin deficiencies in our troops. We have had it going for several 
months, and now your man goes home and a new man comes who 
says that he doesn’t like that system. Every new American puts in 
his own system. We can’t keep up with you.”’ 

It is a waste of taxpayers’ money. It creates more animosity 
than it does good will. Will the chairman agree? 

Chairman Ricuarps. Are you just now finding out that every 
American is a king? 

Mr. Jupp. Why don’t you call on the chairman of our subcom- 
mittee, Mr. Zablocki? 

Mr. Zasiockti. I would agree with your last statement, but I 
couldn’t agrea with everything you said earlier. 

(Discussion off the record.) 

_ Dr. FirzGeratp. It is evident, Mr. Chairman, where there is 
information available, we should use it. 
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(The information requested is as follows:) 


ICA is now preparing to negotiate a contract for complete engineering services 
leading to the slleption of a modern telecommunications system in Mhailand 
Vietnam, and Laos. 

In carrying out this project the operators, either private or government, of 
existing facilities will be consulted and full advantage will be taken of all available 
knowledge and data. The engineering firm will be required to cooperate fully 
with officials of local governments. i 

An invitation to submit proposals for engineering services has been issued to 
selected engineering firms. he following statements are quoted from this 
invitation: 

1. Engineer will use such data and reports as are available and will make such 
supplementary evaluation as engineer in his best judgment considers essential in 
order to prepare a report on the economic and technical factors involved in an 
expanded telecommunications system and service for the area. 

2. A complete evaluation is to be made of existing facilities using all available 
data and conducting such field checks or surveys as engineer deems necessary to 
enable him to compile a complete and current report on all civil and government 
services. Surveys are not to be made in their entirety if use can be made of 
previous surveys. 


Mrs. Botton. The next time you go to a country and they want 
some locomotives, will you listen to the kind of locomotives they 
want in the beginning rather than coming around at the end? 

Dr. FirzGeratp. Yes. 

Mr. Zasiockt. We should certainly try to get all information 
possible and ascertain the desires of the recipient countries, but | 
believe no one will deny that many of the requested programs were 
so far reachin z, the Congress would never authorize them. 

Chairman Ricuarps. There are two sides to these questions, even 
in Egypt. 

Mrs. Botron. I do think, Mr. Chairman, that I should feel very 
sorry if these gentlemen, who have worked exceedingly hard, went 
out with the feeling that what we were trying to do is put a wrench 
in their machinery. What we would like to do is work more with 
you than we do. When the committees come back, as these people 
have done, it would be helpful perhaps to the peace of the world if 
there could be more correlation of ideas and efforts. 

Dr. FirzGeraup. We take a great deal of weight in the reports 
that your committee issues. 

Mrs. Botton. The reports are read? 

Dr. FrrzGrraxp. I have them on my desk and constantly refer to 
them. We can go down that line as far as you wish to go, and take 
more time for personal or informal consultations with the committee. 

Mrs. Botton. A great many times the person who goes into a 
country with a new view, a perfectly fresh attitude, can get more 
out of the people than those who have been working there. They 
talk, and the combination of the two would perhaps bring about more 
helpful methods. 

Dr. FrrzGeraup. There is no question that you frequently get to 
where you can’t see the woods for the trees. 

Chairman Ricnarps. I would like to call to your attention that 
very shortly there will be a very comprehensive report of a subcom- 
mittee of this committee, chairmaned by Mr. Zablocki. I think 
whether you agree with it or not, it is a mighty good exposition of 
some of the problems over there. I wish you would bring it to the 
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attention of your staff when it comes out and is printed. The sub- 
committee did a lot of hard work over there. 

Dr. FirzGeraup. They are very useful reports and we are glad to 
get them. Might I interrupt this discussion to ask Mr. Adair if he 
is still patiently waiting for some comment on the Asian nuclear 
center? 

Chairman Ricwarps. We should take this matter up, although we 
have to adjourn in a minute. 

Mr. Aparr. Just two words ahead of that. I am glad Mrs. Bolton 
made the remarks she did. I do not want you to feel that this is all 
just criticism, but I think it is perhaps an overzealous desire to make 
this thing work. If we have a program, we want to make it work. 
Some of us have doubts, but if we have a program, we want to have it 
succeed. I am glad, Mrs. Bolton, you made the remarks you did. 

My question about this Asian nuclear center is, is there any chance 
there for classified information to get away from us? We spoke at 
some length about that question of nuclear reactor. What about the 
center? 

Dr. FrrzGrravp. It will be under exactly the same ground rules 
as the bilateral reactor program. 

Mr. Apartr. That will be used to train indigenous peoples? 

Dr. FrrzGerap. Yes, sir. 

Mr. Apatr. So they will be able to carry forward in their own 
countries the program relating to the use of atomic energy? 

Dr. FirzGeraup. The nuclear center will be more comprehensive 
in terms of what you call hot shops. The supplemental facilities for 
research and training that go along with the core itself, will obviously 
be more extensive in the Asian nuclear center, where it will service 
all the area, than you could build in any bilateral reactor. 

Mr. Aparr. The people who are trained there might be reasonably 
expected to go out and work in or near these reactors that might be 
established in Asian countries? 

Dr. FirzGeratp. Definitely. I might just make one additional 
comment, if I may, on this nuclear center. 

I think it is fairly well covered in my brief statement. I do want 
to say again the lack of what some of the committee feels are ade- 
quate expenditures from this fund is due in part at least to an attempt 
to make sure that we are spending those funds soundly and eco- 
nomically. 

In connection with the Asian nuclear center, for example, we have 
recruited a team headed by the Brookhaven Laboratory in New York 
to visit all of the countries and discuss this nuclear center with them, 
to find, and I wish Mr. Judd were here, out from them what it is 
they think they would like to have in this area, what kind of train- 
ing facilities and other facilities would be of the most interest to them 
in such a center. 

We don’t expect to begin construction of the center or of the 
equipment that goes into it until 6 or 9 months from now, because 
we don’t expect the Brookhaven survey team to be back here for 3 
months. Our next step will be a report to the Colombo plan group 
meeting in New Zealand on October 20. We will not want to have 
a spade of dirt turned before that time. I hope you appreciate that. 
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But the fact that the committee and the Congress has said here is a 
fund which is yours and.you can use, if you can use it constructively 
and soundly, and is available for 3 years, has permitted us to do an 
effective and economic job of utilization in our judgment. 

mc Avarr. How much do you anticipate the total cost of that 
will be? 

Dr. FrrzGera.p. Sir, we have $20 million reserved for it now. 
It is a guess at this time. 

Mr. Aparr. Has the precise location been designated? 

Dr. FirzGeraxp. It is going to be in the Philippines. But the 
exact location in the Philippines has not yet been selected. 

Mr. Apair. That will be selected by us? 

Dr. Firzcerawp. By us in cooperation with the Philippines. 

Chairman Ricuarps. Mrs. Kelly. 

Mrs. Ketiy. Have we any knowledge of or rumor that the Soviet 
is planning to build any of these nuclear centers or reactors in any 
country, either a neutral country or a country where we are planning 
to build them? 

Dr. Manov. So far as we know, there will be no duplication of 
effort. Whether or not that is a good thing is something else. So 
far as we know, they are not planning to put any reactors in any of the 
countries that we are. They have a parallel program within the 
Soviet Curtain. 

Mrs. Keuuy. As far as we are concerned, is there any program of this 
type involving this exchange, in any of those nations? 

Dr. Manov. So far as we know, there is not any. 

Mrs. Ketuiy. Any offers? 

Dr. FrrzGrraup. There have been a number of offers. 

Mrs. Ketiy. Rumors or offers? 

Dr. Manov. There have been rumors of offers. 

Mrs. Kextiy. Could you name those nations? 

Dr. Manov. I think some of the neighbors of the Lron Curtain. 

Dr. FirzGrraup. Egypt isone. Lebanonisanother. Yugoslavia, 
I believe, was the third. 

Mrs. Ketuy. What about the Far East? 

Dr. FirzGeraup. They are plowing ground all over the area. We 
could see what the latest information is on it, if you would like, and 
give you a list of countries in which it is reported that such offers 
have been made. 

Mrs. Keuty. I would like to follow it up with something further, 
Mr. Chairman. Could we request a breakdown from whatever de- 
partment, the State Department, or any other agency, of the aid from 
Russia to any country that we are giving aid to? 

Chairman Ricnarps. If you have that information, we could put 
it in the record. 

Mrs. Ketuy. I don’t say it would be from this group testifying now. 
It might be one of the other departments. 

Dr. FirzGeraup. I think we can furnish some information to the 
committee on that. 

Mrs. Kettuy. I would like it from the State Department, too. 

Chairman Ricuarps. Of course, a lot of what you hear is just 
rumors. I would like the clerk to request of the State Department 4 
statement as to the countries that they know of that are receiving 
aid from Russia and the nature of the aid. Is that what you want? 
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Mrs. Keuty. Aid or loans. 

Chairman Ricuarps. Whether it is loan, grant, military material, 
or anything else. 

Mrs. Bouton. Including technicians and their competence. 

Chairman Ricuarps. All of it, if you can. 

Dr. FirzGeratp. As you know, most of the Soviet assistance is 
loans. 

Mrs. Ketty. I realize that, short-term. But we were shocked last 
week or so when we found out that Yugoslavia was getting so much. 

Dr. FrrzGrravp. Yugoslavia has a large drawing account. 

Mrs. Keutuy. I would like to know what they have accepted. 

Dr. FrrzGeratp. I am sure the State Department has that 
information. 

(The informatioa requested appears on p. 716.) 

Chairman Ricuarps. Thank you, Doctor. The committee stands 
adjourned until 10:30 Monday morning. 

(Whereupon, at 1:10 p. m., the hearing adjourned.) 
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MONDAY, APRIL 23, 1956 


Hovuss or REPRESENTATIVES, 
CoMMITTEE ON ForREIGN AFFAIRS, 
Washington, D. C. 
The committee met, pursuant to call, in room G—3, United States 
Capitol, at 10:55 a. m., Hon. James P. Richards (chairman) presiding. 
‘hairman RicHarps. The committee will come te order. Ladies 
and gentlemen, we will continue hearings on the mutual security 
program. 

We have with us here an old friend, Dr. Francis O. Wilcox, who, as 
you know, used to be with the other body and is now Assistant Secre- 
tary of State for International Organization Affairs. 

We also have Christopher Phillips, Deputy Assistant Secretary of 
State for International Organization Affairs, and Dr. Martha Eliot, 
Chief of the Children’s Bureau. 

I understand that Mr. Wilcox and his specialists will handle several 
aspects of the Pe 

Dr. Eliot will speak on the Children’s Fund. 

Dr. Wilcox, it is a real pleasure to hear you. Will you proceed. 


STATEMENT OF HON. FRANCIS 0. WILCOX, ASSISTANT SECRE- 
TARY OF STATE FOR INTERNATIONAL ORGANIZATION AFFAIRS 


Mr. Witcox. Mr. Chairman and members of the committee, I 
appreciate this opportunity to testify with respect to the voluntary 
programs of the United Nations. 

If it is agreeable I have a brief statement I would like to read into 
the record and then I have a longer statement relating t» the technical 
assistance program, which I would like your permission to put into 
> record and perhaps highlight some of the main points contained 
therein. 

Chairman Ricuarps. Without objection, that will be done. 

Mr. Witcox. Included in the mutual security authorization request 
currently being considered by your committee are funds for four 
United Nations voluntary programs, namely the United Nations 
expanded program of technical assistance, for which $15.5 million is 
bemg requested; the United Nations Children’s Fund, for which $10 
million is being requested; the United Nations Refugee Fund, for 
which $2.3 million is being requested to cover an 18-month period; 
and the United Nations Relief and Works Agency for Palestine Refu- 
gees, for which a reappropriation of $45.3 million is being requested. 
The first three of these programs will be discussed today. The Pales- 
Bae, Terneee program will be taken up with other items for the Near 

ast. 
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Before the programs are considered individually, however, I would 
like to stress briefly the importance that the executive branch attaches 
to these internationally operated programs and United States con- 
tributions to them. We have been helping friendly nations through 
these programs since their inception. We regard this aid, not as 
separate and apart from our bilateral aid, but as an essential comple- 
ment to it. There are special advantages to be gained by furnishing 
assistance through both the bilateral and the multilateral channels, 
and both types of programs are needed. 

It should be noted that there is a growing preference among a large 
number of the newly developing countries to receive assistance from 
the United Nations and other international organizations in contrast 
to assistance from individual foreign countries. I think that this 
trend is easily understandable. 

Sinee all countries, large and small alike, are on an equal footing 
in the United Nations, the smaller nations experience a sense of dignity 
and prestige in United Nations undertakings which is of major 
significance in their emergence as sovereign and independent states. 

In other words, they like to think of themselves as sovereign and 
equal, independent nations and they like to cooperate with the coun- 
tries on an equal footing in such program, 

Consequently, these nations have developed a special feeling of 
confidence in the United Nations as a forum for discussing and con- 
ducting world affairs both among themselves and with the larger, 
more powerful nations. 

The assisted countries have a deep sense of their own participation 
in the United Nations voluntary programs, since they also contribute 
to the programs. The distinction between the donor and recipient 
governments is minimized, The newly developing countries properly 
do not feel that they are merely on the receiving end of charity from 
the more fortunate countries, This perhaps is a healthy sign. The 
result is a cooperative effort which tends to promote good feeling and 
understanding which contributes greatly to the general cause of 
world peace and unity. 

If anything, these multilateral activities are even more important 
today than when they began. I do not subscribe to the belief held 
by some that the United States does not benefit as much through its 
contributions to multilateral activities as through its direct bilateral 
aid. 

On the contrary, our vigorous support of these popular multilateral 
programs has been very well received by all free countries and has 
gained for this country a good will which I firmly believe could not 
be developed to as great an extent in any other way. It is an effective 
answer to Communist propaganda charges that we are seeking to 
dominate countries in which we have bilateral programs. It is further 
evidence of our genuine interest in helping to promote the economic 
development of newly developing countries. It strengthens the United 
Nations and United States leadership in the United Nations by con- 
vincingly demonstrating our willingness to cooperate with and work 
through the United Nations. 

I have read with interest the report of the 10th session of the United 
Nations General Assembly submitted by the two members of your 
committee, Congressman Hays and Congressman Merrow. I was 
pleased to note that, after having given the entire problem of aid 
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through multilateral programs: thorough consideration, they con- 
cluded that the people of the newly developing countries do discern 
and appreciate our help through multilateral channels and that good 
will does accrue to the United States through such assistance. I 
share their viewpoint. : 

May I say at this point, Mr. Chairman, that I would compliment 
the members of the committee and of the staff who participated in the 

reparation of this report. I think it is an excellent summary of the 
work of the General Assembly this last year, and can do much to help 
develop the kind of understanding about the organization which we 
think is so fundamental for our foreign policy. 

Finally, I think that a good indication of the success of our support 
of the multilateral programs is the fact that Russia and the satellites, 
so long on the sidelines, have now decided to enter the game. It was 
obvious even to the U. S. S. R. that she was losing ground to the 
United States and the other free world countries as the result of her 
aloofness. 

Belatedly she has decided to recoup some of these losses by offering 
contributions to the U. N. technical assistance program and the 
Children’s Fund. It is of utmost importance that we meet this 
challenge and maintain our long-standing position of leadership in and 
understanding of these programs, which have proved so effective and 
which are so highly regarded and widely accepted by all countries. 

That concludes my general statement, Mr. Chairman. 

With your permission I would like to turn first to the United Nations 
expanded program of technical assistance. I have a somewhat longer 
statement which covers the work of this program and our participation 
in it and with your permission, I should like to put that statement in 
the record at this time. 

Chairman Ricuarps. It is so ordered. 

(The statement is as follows:) 


UNITED Nations ExpANDED PROGRAM OF TECHNICAL ASSISTANCE 


FISCAL YEAR 1957 


Authorization of the amount of $15.5 million from fiscal year 1957 funds is 
requested as the United States contribution to the United Nations expanded 
program of technical assistance for calendar year 1957. 

The United States has given strong support and leadership to multilateral 
technical assistance activities since their beginning in 1950. In terms of cost and 
number of experts, the multilateral program is much smaller than the bilateral 
program; however, this is no measure of the significance of the United Nations 
technical assistance activities. 

In the context of our relations with other governments, the work of United 
Nations technical assistance has been increasing steadily in significance. It is 
furnishing a striking demonstration of the potential effectiveness of multilateral 
action in the economic and social fields. Experts from some 60 nations are 
working all over the world to bring knowledge of better methods of doing things to 
people who are eager to learn. These experts are employed by the international 
organizations of which the newly-developing countries are members. This is 
rather a@ unique program of organized self-help, certainly the first of its kind to be 
established on an international organization basis. 

As the committee is aware, the program has faced many difficulties—financial 
uncertainties, organizational problems, rivalries among agencies, difficulties in 
defining adequately the specific needs of newly-developing countries, difficulties 
In securing experts. Inevitably there are numerous organizational and adminis- 
trative problems in the operation by & independent international organizations of a 
technical assistance program which must be based on a coordinated effort to meet 
individual country needs. 
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Many of the problems have been solved; a few will continue to be troublesome 
in varying degrees. In spite of these problems, however, concrete results are 
being achieved. The task is inherently a long-term one. Examples of specific 
project achievements are contained in a separate statement which is available 
for the use of the committee. 

Our continued support of the United Nations program is important for severg] 
reasons: 

1. Technical assistance to newly developing areas is in our national interest, 
It was established by the 8lst Congress as a major instrument of United States 
foreign policy in June 1950, in the Act for International Development. It was 
reaffirmed by the 83d Congress in the Mutual Security Act of 1954. These acts 
authorized United States contributions to technical assistance programs carried 
out by the United Nations and the Organization of American States as one means 
of carrying out the policy established in the act, ““* * * to aid the efforts of the 
peoples of economically underdeveloped areas to develop their resources and 
improve their working and living conditions by encouraging the exchange of 
technical knowledge and skills * * *.”’ Both the bilateral and multilateral 
programs have the same objectives, and although they are different means, the 
ultimate goal is the same. 

2. Our role of leadership in the United Nations is strengthened by our continued 
strong support of the United Nations technical assistance program. The program 
was undertaken at United States initiative and the United States has exerted a 
strong influence on the program since its inception. Our willingness to make 
substantial financial contributions has been interpreted by other countries of the 
free world as evidence of our good faith in desiring to promote the economic 
development and well-being of underdeveloped countries. 

3. The U. 8. S. R., after ridiculing the program for several years as an instru- 
ment of “United States imperialism,’’ apparently decided in 1953 that it was 
losing a propaganda advantage because it did not support the program. It 
therefore offered 4 million rubles, equivalent to $1 million, to the United Nations 
program, but attached conditions which made its pledge unacceptable. These 
conditions were removed, and the first Soviet contribution was accepted in March 
1954. The Soviets have since contributed a similar amount to the program for 
1954 and 1955 and have pledged the same amount for 1956. Their satellites are 
likewise now contributing. A total of approximately $5 million has been con- 
tributed or pledged by the Soviet Union and its satellites from 1953-56. The 
international organizations were not able to utilize any of these contributions 
until 1955, when approximately $300,000 was obligated. Projects have been 
approved which will utilize the balance of the Soviet and satellite contributions. 
The bulk of these contributions is being used for supplies and equipment. In 
the light of Soviet participation, it is even more important than ever that the 
United States should continue to support the program. 

4. Multilateral programs are less costly to the United States because other 
governments share a part of the cost. 

5. The multilateral technical assistance program contributes to tying together 
and strengthening nations of the world through concrete, constructive and fully 
cooperative activities. 

As I have previously indicated, multilateral technical assistance in some fields 
is sometimes more acceptable politically to underdeveloped countries than bilateral 
assistance, 

As of January 1, there were 1,360 experts at work in the field. Of these, 172, 
or approximately 13 percent, were Americans. We are earnestly seeking to en- 
courage the employment of a greater number of Americans in the multilateral 
technical assistance program. It should be noted, however, that the high level 
of salaries and employment in the United States, plus the needs of the bilateral 
program for expert technicians, make this task difficult. In addition, inter- 
national organizations are generally unable to offer long-term security to tech- 
nical assistance experts, a condition which makes it even more difficult to attract 
Americans. One of the strengths of the program is, of course, the ability to 
recruit skilled experts from other countries, frequently in fields in which the 
United States may have a shortage. 

The United Nations technical assistance program operates on a calendar year 
basis. Each October the United Nations holds a pledging conference at which 
governments are asked to announce their pledges for the following calendar 
year. The objective of the meeting is to determine how much money will be 
available for the full calendar year which follows in order that operations may 
be planned on a solid financial basis. This is an essential, business-like procedure 
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since field projects can neither be started nor stopped economically on short 
tice. 

* The Congress has stipulated that United States pledges should be made only 
on the basis of funds which have been appropriated. In order for a United States 
pledge to be made in October 1956 for calendar year 1957, an authorization and 
appropriation of $15.5 million for fiscal year 1957 is therefore requested. The 
amount of $24 million was appropriated for fiscal year 1956 as the United States 
contribution for the period of July 1, 1955, to December 31, 1956. Of this amount 
$8.5 million was pledged to the program for the last half of calendar year 1955 
and $15.5 million has been pledged for calendar year 1956. The United States 
ledge for calendar year 1956 was made subject to the provision that the United 
tates contribution would not exceed 50 percent of all contributions from other 
governments. Total pledges from other governments for calendar year 1956 are 
estimated at approximately $14.5 million, calling for a United States contribution 
of the same amount. It is proposed that the United States contribution for 
calendar year 1957 should again be made subject to the limitation that it should 
not exceed 50 percent of total contributions. 

The program is supported by voluntary contributions and governments con- 
tribute in accordance with their interest and ability to participate. Since the 
objective of the program is to assist countries which are economically under- 
developed and are therefore unable to pay the full cost of the assistance they 
need, it was necessary for the so-called “‘developed”’ countries to bear the major 
share of the internationally financed portion of the cost when it was first estab- 
lished in 1950. This is still true. However the financial situation of other 
developed countries has improved sufficiently in recent years so that the United 
States has been able to reduce the level of its contributions in relation to those of 
other contributing governments from 60 to 50 percent. In addition to contribu- 
tions to the central fund, governments receiving technical assistance make sub- 
stantial contributions to the local costs of projects. These are estimated at about 
$60 million for 1955 or approximately twice the amount financed internationally. 
When these contributions are taken into account, the United States percentage of 
the' total cost of the program for 1955 was, approximately, 17 percent. 


Coordination 


The United Nations and United States technical assistance programs are well 
coordinated both at headquarters and in the field. 

Field coordination continues to be the mainstay of the coordination process: 
(a) It isin the field that the recipient government’s responsibility for coordination 
can be made effective; (b) in the field local knowledge is brought to bear on 
coordination problems; (c) in the field the coordination process can take place at 
early planning stages. 

There is close collaboration between the recipient country, United Nations 
Mission and the United States Operations Mission in each country both at the 
planning and operating stages of technical-assistance projects. This coordination 
has resulted in a good understanding of mutual problems resulting not only in 
avoidance of duplication but also in planning for effective use of all resources. 
Coordination arrangements are flexible and adapted to local conditions. Typical 
schemes involve a formal or informal committee structure consisting of repre- 
sentatives of the two programs and frequently, including representatives of the 
recipient governments; common staff meetings held from time to time; and con- 
tinuous interchange of information through exchange of papers and through 
personal relationships. 

In the countries in which the United Nations is furnishing the largest amount 
of aid, resident representatives have been appointed as coordinating officers, to 
Insure contact with both the host government and the United States mission. 
Resident representatives do not have line authority over the technical activity 
being carried out by the various United Nations agencies; but their responsibilities 
for coordination and overall planning have improved relationships in countries 
Where they have been designated. The small size of the United Nations pro- 
gram precludes the designation of resident representatives in all of the countries 
receiving technical assistance. 

_ Continued adequate support for this cooperative international enterprise is an 
important part of United States foreign policy. Authorization and appropria- 
tion of the amount requested, $15.5 million, as the United States contribution 
for the caleadar year 1957 will make possible the continuation of the United 
Nations technical-assistance program at a level which will permit more effective 
meeting of the most pressing technical-assistance needs of underdeveloped countries. 
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Chairman Ricuarps. Are either one of these statements ¢lassifieq? 
May they be released? 

Mr. Wiucox. Neither are classified. 

Chairman Ricuarps. Do you have sufficient copies to give to the 
press? 

Mr. Wiucox. Yes. I think we have given the staff a fairly larce 
number. rainy" 

Chairman Ricuarps. Very well. 

Mr. Wiucox. I will not trespass upon the time of the committee to 
discuss in detail this technical-assistance program. I think you have 
covered it thoroughly in previous years and there are no substantial 
changes either in the nature of the program or in the request which we 
are making for our contribution this year. 

I would like to make this observation, however, in the light of my 
years of service with the United States delegation to the General As- 
sembly in New York City and in the light of my experience with the 
Senate Foreign Relations Committee. I have been very much im- 
pressed with the way this program has been received. 

As of last year, there was only one member of the United Nations 
that was not contributing to the United Nations technical-assistance 
program. It is an extremely popular program. I think that is 
attested to by the wide support which it has gained in United Nations 
circles. It is the kind of thing they all feel a part of. They are 
contributing to it and many of them are receiving aid from it. I 
believe it is the kind of program which was contemplated in the 
charter when the goals with respect to economic and social progress 
were set out in that section of the charter, and I feel that I can, 
without any reservation, recommend to the committee that we sup- 
port to the fullest, this program and make the contribution possible 
which the executive branch feels should be made. 

Chairman Ricuarps. Does that complete your statement? 

Mr. Wiucox. Yes, sir. 

I have 2 or 3 things I would like to put in the record, with your 
permission—things that we have found in the past your committee 
has been interested in. 

One, for example, is a breakdown of the project costs by region and 
country, showing where the money goes. It will show, Mrs. Bolton, 
first of all, the amount going into Africa, in which I am sure you are 
deeply interested, and the amount going into Asia, into the Far East 
and the other areas of the world. 

Mrs. Botton. I haven’t lost my interest in the other areas. 

Mr. Wiucox. I am sure of that. 

Chairman Ricuarps. That will be very helpful, Dr. Wilcox. 

Without objection, that will go into the record at this point. 

(The information referred to is as follows:) 
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United Nations expanded program of technical assistance—Project costs by region 
and country 


{United States dollar equivalent} 





Calendar 


| 
| 


| 


AFRICA 
Algeria - - .-- ‘ 
Bec! -huanaland . - a 


years 
1950-51 


Calendar 
year 
1952 


Belgian territories in Afriea___- fwd CB oebeh i 


British East Africa - - 

Ethiopia-- 

Federation of Rhodesia and | | 
Nyasaland 


France (non-Metropolitan ter- | 4, BB? et 


ritories) 


1 4,514 


m= Cat ihn Ga| © | 22. 


erooms) - - - - - 
Gambia - - - - - 
Gold Coast 
Ivory Coast 
Kenya.......-- 
Liberia _ - .- 
Libya......-- 
Mauritius - - 
Morocco 
Nigeria___--- 
Portuguese territories in Africa. 
Reunion Island 
Saint Helena 
Seychelles 
Sierra Leone 
Somaliland 
Spanish Guinea.............--.- 
Sudan ----. 
Tanganyika 
Tenia... .:.. 
iseck Sebi dthdewancaccaseses 


Regional projects. -..........--- atl aie 


ASIA AND THE FAR EAST 


Brunei 

Burma 
Cambodia 
Ceylon _. 
China (Taiwan) 
Hong Kong 
India. __- 
Indonesia 
Japan __- 
Korea (South). - 
Laos 

Malaya 

Ne pal 


North Borneo 

Pakistan 

Papua and New Guinea 
Philippines 

I Sea! See Ege 
Singapore 

Thailand 

Vietnam 

Samoa 


United States Trust Territories_|.....---_.-- 
80, 781 | 


41 435, a7 


Regional projects 
Total 
LATIN AMERICA 


Alaska (United States) 
Argentina 
Barbados 
Bolivia 
Brazil 


' Southern Rhodesia. 
? Nyasaland, 


75009—56——31 


4, 885 
~ 21,012 


302, 697 
654, 443 | 


4,514 


1,347, 082 i 


Calendar | 


year 
1953 


"937,873 | 


060 |__ 2.53. 





268, 950 | 


"50, 731 


"582 


22, 784 


” 58, 424 
1, 463, 727 


Calendar | 
year 
1954 


Calendar 
year 
1955 


$11, 575 
datas 7, 578 
$10, 922 | 21, 660 
251, 529 | 


8, 518 


19, 423 


36, 110 | 


"8,694 | 
165, 062 | 
602, 421 | 


11, 974 
49, 493 
33, 593 


18, 213 | 


293, 833 | 


| 
Approved 
| program 
| ealendar 
year 
1956 


| 


-| $13,749 


33, 052 
18, 900 
10, 000 
372, 229 


45, 424 
5, 000 
15, 645 


10, 732 
128, 580 





2, 500 
257, 386 
733, 163 
51, 768 
35, 180 
62, 054 


27, 195 


SOP A. wits 
2, 675 | 


ae 17, 819 
18, 756 | 


46, 783 | 


7AQ | 


“10, 029 
37, 721 
47, 258 


51, 484 
83, 842 


11, 648 
2 214 
145, aT 


1, 762, 08s | 


36, 807 
1, 278, 896 


68, 880 | 


2, 4 30, 530 








164, 679 | 
38, 871 
190, 817 | 


148, 058 
138, 880 


“63, 080 | 


1,179 
2, 763 


262, 876 | 
50, 542 | 


vee eee ey 24,977 | 


106, 550 | 


9, 000 
430, 803 
57, 387 
456, 029 


% ans = 


363, 394 
42, 630 
14, 083 

608, 021 
53, 227 


136, 543 | 
7, 335 | 


32 024 


1,041, 574 | 


rf 
Flea 
| 


2, 133 | 
484, 879 | 


40, 127 
545, 422 


199, 749 | 
14, 423 | 


945, 696 


754, 132 


533, 262 | 
95, 936 
348, 246 

257, 399 | 
23, 884 
562, 802 
590, 004 
15, 844 
29, 610 
42, 351 
44, 662 
58, 791 
2, 358 
34, 974 
756, 210 
2, 000 
316, 742 
26, 119 
49, 105 
457, 981 
1, 760 
2, 976 


189, 776 


249, 442 

30, 644 
944, 726 
778, 542 


2, 839 


53, 465 
119, 020 


929, 083 
1, 706 
357, 057 
24, 798 


536, 394 
104, 100 


"307,534 | 664, 434 








290, 077 
495, 262 


5, 988, 950 


34, 116 
833, 021 


j 461, 705 


366, 025 429, 070 


706, 950 | 
495, 735 


86, 375 | 


73, 592 | 


"35,325 | 


50, 378 | 


341, 615 | 


| . 
1, 041, 035 
259, 679 
826, 225 
214, 417 
13, 250 
| 2, 679, 171 
993, 833 
95, 350 
38, 900 
111, 269 
| 138, 748 
| 173, 596 


36, 681 
1, 075, 712 
3, 450 
377, 624 
39, 067 
47, 748 

| 599, 760 
132, 378 


574, 180 


9, 472, 073 


383, 722 
458, 956 
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United Nations erpanded program of technical assistance—Project costs by region 
and country—Continued 


Region and country 


LATIN AMERICA—Ccontinued 


British Guiana 
British Honduras 
British West Indies 
Chile 

Colombia 

Costa Rica 

Cuba 

Dominican Republic 
Eeuador 

E] Salvador. - 
French Guiana 
Guadeloupe 
Guatemala 

Haiti_- 

Honduras_ - 
Jamaica 

Leeward Islands 


Ni icaragua. 

Pacific Island (United States) -- 
Panama 

Paraguay 

Peru | 
Puerto Rico (United States). .__} 
St. Lucia 

Surinam 

Trinidad. 

Curacao 

Uruguay -__. 
Venezuela -_- 

Virgin Isle ands (U nited 
Regional projects 


States) __ 


a 


EUROPE 
Austria 
Cotas... OF Ac... 4 eee 


Roewamd.. ... si5-254- 

Italy 

Luxe mboure_- 

Malta... 

Portugal 

Spain 

Trieste 

Turkey -- 

Li. yy Va eee ee 

Regional projects... ..........-- 
Total. _- 


MIDDLE EAST 
Afghanistan 


Syria 
Yemen 


(United States dollar equivalent] 


Calendar 
years 
1950-51 


3, 314 
79, 203 | 


1, 181, ¢ 550 | 


Calendar 


year 
1952 


255, 385 | 
232, 712 
186, 752 

24, 306 


174, 526 
272, 278 
57, 407 
52, 148 
2, 257 
487, 900 
34, 700 
2, 257 
62, 030 


228, 961 


165, 843 
4,514 
228 

4, 136 | 


910, 790 


4 915, 762 


| Calendar | 
year 
| 1953 


$32, 319 | 


126, 761 
13, 586 | 





126, 551 
168, 488 
67, 375 
57, 979 


4, 616, 350 





80, 421 


18, 939 


190, 431 


213, 046 
44, 880 


12, 948 


5, 759 
1, 520 
6, 415 
18. 802 


45, 899 
3, 647 
§2, 003 
98, 424 
42, 736 
47, 833 
122 








11, 542 


277, 513 
1, 053, 687 


4 176 


673, 130 
98, 867 


| 

Calendar 
year 
1954 


| 


152, 914 
59, 329 


“1, 025, 202 


3, 920, 784 


35, 533 
3, 500 
27,147 
62, 26S 
4,417 


10, 853 
"531, 954 
633, 242 
148, 453 


| Calendar 


year 
1955 


105, 811 
298, 663 
66, 889 


176, 304 | 
“1, 295, 982 
5, 482, 384 


49, 674 


18, 813 
39, 182 


112, 149 


"7, 884 
"2,744 


~ 14, 894 


"567, 862 


791, 859 
66, 456 





168, 607 
15, 166 
81, 922 | 
90, 272 
22, 747 
94, 423 
56, 260 

108, 754 

3, 457 
66, 478 








941, 962 


ie 910, 089 


587, 108 | 
275, 560 | 
1, 153, 536 | 
547, 869 
601, 252 | 
99, 619 


225, 971 


160, 072 
284, 705 | 


4, 375, 121. 


1, 522, 440 


408, 654 
218, 522 
1, 043, 221 
432, 195 
450, 742 | 
| 164, 846 | 
| 153, 573 | 
197, 819 | 
275, 294 | 
4,441 | 
58, 035 


1, 499, 640 


319, 457 
458, 586 
793, 210 
321, 786 
246, 332 
219, 473 | 
95, 595 
108, 389 | 
299, 834 
17, 976 | 
371, 643 | 





1, 685, 


473, 397 | 
791, 261 | 
991, 769 | 


444, 206 


345, 713 | 
334, 034 | 
162, 553 | 


103, 193 
402, 487 

46, 625 
470, 808 


519 | 


Approved 

| program 

calendar 
year 
1956 


$29, 300 
50, 448 
547, 470 
386, 934 
187, 563 


345, 641 
196, 764 
3, 316 
10, 000 
270, 350 
248, 633 
243, 453 
76, 830 
3, 500 
358, 519 
224, 700 


292, 507 
5 172, 594 
6, 437, 919 


20, 000 
42, 706 
18, 450 
160, 6:72 
7, 820 


95, 000 


19, 250 





701, 364 
891, 196 
838, 484 
486, 922 
401, 366 
383, 341 
212, 472 
135, 020 
612, 980 
152, 517 
526, 418 





3, 407, 342 | 


4, 565, 986 





3 


3, 252, 281 | 


= 


5, 342, 080 





proved 
gram 
endar 
year 
1956 


529, 300 
50, 448 
147, 470 
86, 934 


1, 000 


19, RS 


1, 364 
1, 196 
8, 484 
6, 922 
1, 366 
3, 341 
2, 472 
5, 020 
2 980 
2, 517 
6, 418 


2, 080 
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United Nations expanded program of technical assistance—Project costs by region 
and country—Continued 


[United States dollar equivalent] 


Region and country 


Interregional projects_-_..--.---.-- 
Other project costs....--.-.----.-- 


Total project costs 


Indirect operational costs 

Administrative costs 

Technical Assistance Board 
(including resident represen- 
tatives) 


Total obligations 





Calendar 


years 
1950-51 


$28, 036 
319, 542 


| 


Calendar 
year 


| Calendar 
| year 
1952 


$117, 229 | $1, 333, 931 
171, 310 


Calendar | 
year 
1954 | 

| 


$509, 165 | 


| 
|Approved 
| program 

| calendar 
year 
1956 


Calendar 
year 
1955 


$838, 892 
469, 152 





4, 515, 145 





18, 890, 543 | 17, 818, 147 


15, 111, 226 | 


21, 245, 726 | 





952, 393 
789, 233 


179, 480 


2,069, 591 | 1, 967, 300 
1,622,479 | 1,725,475 





475, 516 | 1, 299, 500 


1, 723, 932 
1, 352, 273 


1, 277, 311 


2, 163, 000 
1, 611, 000 


1, 827, 815 
1; 383, 510 


1, 356, 082 | 1, 642, 000 





6,436, 251 | 22, 968, 129 | 22, 810,422 








19, 464, 742 


25, 813, 133 {81, 376, 400 








Mr. Wixcox. [ have another table which indicates the nationality 
distribution of experts in this program as of January 1, 1956. 

Chairman Ricuarps. By country? 

Mr. Witcox. By country. 


It reveals there are some 1,360 experts 


being used in this program, and of those, 172 are from the United 
States. This is not as large a number as [ would like, but we are 
aware of the interests of the committee in this aspect of the program 
and we are doing our best to increase the number of United States 
experts that might be sent abroad under the aegis of the United 


Nations. 


_The figures show that there are 241 being sent from the United 
Kingdom, 145 from France, and 5 from the Soviet Union. 
Chairman Ricuarps. Without objection that table will be placed 


in the record. 


(The table referred to is as follows:) 
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of experts as of Jan. 1, 1956 


| 
| 


Country 


Total 
Percent 





| 
! 


Argentina-_- - 

Australia _____- 

Austria__- 

Belgium 

Bolivia-_. : 
MSS. ssce 

_____ SARPSEPEE ies 6s Se es 
Ra a eee 
China_.-.--- 

Colombia. - .- ‘ 

Costa Rica------ 

Cyprus___- 

Czechoslovakia _ - 

Denmark ; 
Dominican Republic... -- 
ME ckavccscassess 
Egyp 

E] Sa 

Finland 

France. ; buabacausece 
Germany, Federal Republic of. - 
TO er 
oo 

Iceland -- 

India 

Ivan ___- 

Iraq _-- 
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ieee). - . 

Italy. __- 

Japan __-. 

Jordan ---. 

Lebanon, -- cone 5 
DE chat. fee on bks 
Mauritius 


-_oe_ 
neo | 
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SUD mt dt Se et de SO OO Noo 
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ee a) 


~~ ibe! 
ost 


‘s: 





_ em wat 


“I 
So 
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— to 
© 


-_ 
Nee or 
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New Zealand __.__- 
Sete ee aSrcaaes 
Pakistan --------- 
Palestine -__- 


3 


ws 














Ue os weiss 
Philippines -- -. catches 
Perea. .....-...-5 
South Africa - --- 


~ 
OND ee 


-— ~ 
—~ ~ 


| ERENT AE 
i ww cence pel 
Switzeriand -_-- 


SS 

Transjordan 

ia ; 

Tur 

Uni 

United States - | 

Uruguay ---- 5 tabaci neice | 

DO Mss... ..| 

CD Pe Soe cuts enh enecuenae cai a ietae ’ 3 | 

I irs enka witnnte suakeedese oe kis : : 3 ke. | 
| 





Roewanwceone 
i 











DPAnNwoOneKaNwerH 


Stateless... .... 59 


| 
| —— } -_— | — —— | ———-— — 


ee he 16| 174} 214| 285/ 14 1, 360 |100.00 
Percent by agency skowsenscdgil ave —_ 11, 84! 
| | 


1.18) 12. 79} 15. 73} 20. 96} 1. 03/100. 00 
| | | } 


Mr. Gorvon. Mr. Chairman, may I ask a question? 

Chairman Ricuarps. Mr. Gordon 

Mr. Gorpon. In that form you are submitting now, do you show 
also other organizations contributing, like for instance, to the Palestine 
refugees? Is that shown in that form? 
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Mr. Witcox. In the last one I read? 

Mr. Gorpon. Yes. 

Mr. Wiicox. No, this just relates to the expanded program of 
technical assistance. 

Chairman Ricuarps. Mr. Gordon, I believe the Assistant Secretary 
just stated that there will be a separate report here by Assistant Secre- 
tary of State Allen on the Palestine refugee program. 

Mr. Gorpon. Very well. 

Mr. Wiicox. There is a third matter, Mr. Chairman, which I would 
like to call to the attention of the committee. Very often congressional 
committees like to have specifications of progress or of achievement— 
tangible oe that they can point to as having been done by the 
program. I have asked the staff to compile a list of typical achieve- 
ments which we can list, and there is a compilation of some 10 pages. 
I don’t know whether you would care to put it in the record, but in 
any case I shall be glad to leave it for the committee. 

Chairman Ricuarps. I would like to put that in the records here, 
if it will not clutter up things too much. I believe it would be very 
well to have it in the record. Is there objection to that? 

It is so ordered. 


UnitEp Nations EXPANDED PROGRAM OF TECHNICAL ASSISTANCE ACHEEVEMENTS 
CEYLON—UNTAA—SALT OUTPUT 


With the help and advice of UN TAA experts, Ceylon has succeeded in increasing 
its salt production by some 50 percent, at the same time cutting production 
costs and improving quality. A small railroad track installed in the producing 
area now enables a laborer to collect five times as much salt a day as he could 
before its construction. 


PAKISTAN-——-UNTAA—WATER 


In the arid lands of Baluchistan, a UNTAA expert, working with a UNESCO 
geophysical team, has assisted with the tapping of underground water resources. 
In 1954, the flow from existing wells in the Wad Valley—50 miles south of Quetta— 
has been greatly increased. The existing flow may later be doubled. In agri- 
cultural terms, new water has been found to support 15,000 people. Now an 
FAO team is exploring the agricultural utilization of the water. 


CEYLON—UNTAA—-LOW COST HOUSING 


Ceylon was unable with expensive traditional building materials to meet the new 
housing needs, especially in the cities, of its increasing population. It requested 
technical assistance in the development of new low-cost building materials which 
could be produced locally. 

A UNTAA expert. promoted the use of rammed and stabilized earth as a-major 
low-cost building material. Experiments proved the new material to be satis- 
factory under all weather conditions. The UNTAA expert also organized 
several courses to train supervisors. 

The Government made every effort to facilitate the work of the expert and to 
make use of his advice. The authorities put at his disposal the services of two 
assistant engineers and all necessary local personnel; it purchased two Broomwade 
compressor air rammers for his use and provided all other necessary equipment. 
It printed and disseminated pamphlets and other information material prepared 
by the expert. 

The new housing program of the Government, which envisages a yearly rate of 
construction of 50,000 houses, will be based to a great extent on the use of rammed 
and stabilized earth. Apart from the Government-sponsored construction, 
private contractors are beginning to build blocks of houses in stabilized earth. 
Attempts are being made to utilize the new material not only for the construction 
of low-cost: workers’ housing, but also for more elaborate middle-class housing. 
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YUGOSLAVIA——-UNTAA-——INDUSTRIAL DEVELOPMENT 


Yugoslavia has emphasized industrial production in its technical assistance 
requests. It has frequently been able to utilize successfully expert services 
rendered on a short-term basis—sometimes for as little as a few months. 

An ILO instructor who worked in the motor industry on the casting processes 
for the production of block cylinders and motor heads for tractors succeeded in 
doubling the production of cylinder blocks and decreasing rejections by 10 percent, 

Production costs at a Yugoslav plant for making fire-resistant brick have been 
cut by $160,000 a year as a result of advice and training given by a UNTAA 
production expert. 

An ILO instructor gave advice to one factory on the varnishing and enameling 
of electric wire. He assisted with the production of machines for cold varnishing 
which are now in production for the first time in this factory. He also worked 
on the construction of a new modern vertical furnace for wire varnishing, so de- 
signed that it can be made in the country out of local materials. On the advice 
of this expert, changes in factory procedure were also adopted which had the 
effect of decreasing rejections and waste from an average of 15 percent to an aver- 
age of 8-10 percent. 

Technical assistance to Yugoslavia in the industrial field has also involved the 
granting of many fellowships to Yugoslav workers to study technological processes 
in other countries. Upon their return, many of these fellows have contributed 
to industrial development in Yugoslavia. 

A trainee in the field of mining introduced new drills and hammers upon his 
return. In his enterprise, mining production has increased as a result by 12 
percent. Consumption of explosives has been reduced by 4 percent, and of caps 
and fuses, by 11 percent. 

Another fellow, who specialized in the repair of railway equipment, introduced 
new methods of work and organization in his enterprise. As a result, production 
was increased by 7 percent. 

A trainee in the production of parts for agricultural machinery dealt success- 
fully, upon his return, with difficulties occurring in the manufacture of tractor 
fiywheels. As a result of his work, the wastage, which had averaged about 
80 percent, was reduced to about 10 percent. 


IRAQ—ICAO—RADIO COMMUNICATION AND AIDS TO NAVIGATION 


In Iraq, a radio engineer provided by ICAO, prepared a 3-year plan for the 
installation of radio communication and radio aids to air navigation. The plan 
was accepted by the Iraqi Government and is being carried out. 

As a result of his ‘recommendations, a new transmitting station was put into 
service using 7 transmitters, with a total radio power of 14,000 watts as against 
150 watts at the beginning. A radio beacon having a surface range of 250 nautical 
miles replaced a low-power beacon having a range of less than 25 nautical miles. 
The capacity of the Baghdad-Basra circuit has been increased from a few hundred 
words daily to more than 5,000, with considerable reduction in the transmit time. 
Two workshops were organized and equipped with modern tools, and the sys- 
tematic servicing of receivers, transmitters, and teleprinters bas been begun. A 
training course was also conducted in air traffic services, radio operations, radio 
maintenance, and meteorology. A total of 163 pupils were enrolled in various 
courses and 129 of these have already graduated. : 

The Government of Iraq showed its interest in the project by providing capital 
expenditure of about $400,000 on radio communications and radio-aids equip- 
ment, and also by providing equipment needed in the meteorological field. 


ARAB STATES——-UNESCO—FUNDAMENTAL EDUCATION 


An Arab States Fundamental Education Center (ASFEC) was opened in Janu- 
ary 1953 at Sirs-el-Layyan, Egypt, by UNESCO in cooperation with other special- 
ized agencies and the Arab States. Students are trained not only at the center, 
but also on the spot, at pilot projects in the surrounding countryside. They 
work in five-man teams among the rural people, to help improve village living 
conditions in health, agriculture, and literacy. They are also shown how to assess 
the needs of a rural community, to plan for its development, and to evaluate its 
progress. 

Expert personnel from the international agencies, consisting at present of nine 
persons, train Arab village workers in literacy techniques, elementary agriculture, 
and public health, and also furnish advice in overall educational methods such 4 
audio-visual aids and evaluation procedures, 
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At the present time, 120 trainees from 8 Arab countries are enrolled at the 
center. Another 91 have already graduated, to go back to their own countries 
jn order to carry on in their own national village programs what they have learned 
at ASFEC. 


INDIA——UNESCO—-SCIENTIFIC DOCUMENTATION CENTER 


The UNESCO project for a scientific documentation center in India, which 
has now been taken over by the Government, is an example of international 
technical assistance performing unusually well. In March 1950, the Indian 
Government decided to request assistance from UNESCO in the establishment 
of a national center for scientific documentation; 11 national laboratories, 16 
research institutes under the Ministries of Agriculture and Health, and various 
other research laboratories in universities and elsewhere would thus be spared 
the necessity of attempting to meet their very large individual but overlapping 
needs for scientific periodicals and publications. 

There are, for instance, about 40 important journals in the world dealing 
entirely with physics, but another 800 journals frequently contain valuable 
articles on this subject. A similar situation obtains in other fields of science. 

The organization of the center began in 1951. The Indian Government’s 
Council of Scientific and Industrial Research placed its library at the disposition 
of the center and furnished 6,000 square feet of office and library space. An 
Indian director was appointed, together with an Indian staff, which now consists 
of 19 professional and clerical workers. The Indian financial contribution has 
attained a level of approximately $200,000 per year. 

The UNESCO team was composed of three experts: One in scientific documenta- 
tion, one in reproduction of documents, and one in scientific translation. Some 
fellowships were made available. Books, periodicals, and photographic and 
reproduction equipment were also supplied. As of December 31, 1955, the 
UNESCO contribution amounted to $158,000. 

The center compiles bibliographies, supplies information, obtains copies of 
scientific articles either by inter-library loan or through microfilm copies, copies 
documents, and makes translations. Translations are made from a wide variety 
of foreign languages into English, never into any of the Indian languages, and are 
charged for at a flat rate per page, regardless of content. 

Demands upon the center have been heavy. In the year 1953-54, 360 articles 
were translated. Among the subjects thus covered were the following: Wave 
flow of thin layers of viscous liquids, production of drinkable water from sea 
water, root systems using radioisotypes, treatment of leprosy, and polarographic 
reduction of cadmium cyanide. 

In 1955, the center was taken over entirely by Indian personnel. It is clearly 
making a significant contribution to the development of science in India, 
UNESCO records the project as one of its outstanding successes. Official dis- 
cussions have already started on how best to meet the need for local and specialized 
services, linked with the center, in particular regions of the country and in par- 
ticular fields of science. Members of the staff have been trained to a high point of 
efficiency. Experience gained in this project will be applied in a similar project 
which is contempléted for Pakistan. 


PAKISTAN-——-UNESCO—GEOPHYSICAL OBSERVATORY 


International experts sent by UNESCO assisted Pakistan in establishing the 
newest geophysical observatory in Asia at Quetta, the capital of the Province of 
Baluchistan, 

One section of the observatory is concerned with earthquakes, which have done 
great damage in Pakistan. A seismological map of Pakistan is being constructed 
to show zones where earthquakes are most likely to occur. Earthquakes cannot 
be predicted; the hope is to establish stricter building codes in dangerous areas. 

_ The geomagnetic section is now making continuous observations of variations 
in the earth’s magnetic field. This is important to engineers using magnetic 
instruments in prospecting for iron to feed Pakistan’s growing steel industry. 
_ The third section of the observatory specializes in at mospheric physics. Stud- 
les have been concentrated on measuring solar energy in West Pakistan to deter- 
mine at what points solar energy can actually be harnessed for industrial use. 

The original 4-man team sent into Pakistan by UNESCO has now been reduced 
tol. The Pakistanis have taken over the work of the other international experts. 
The Pakistani Meteorological Service is in charge of the observatory. It has in- 
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vested $190,000 in buildings and equipment. It spends $55,000 a year in annual 
operating expenses. 
IRAQ—WHO—TUBERCULOSIS CONTROL 


A high incidence of tuberculosis in Irag—which is typical of many of the under- 
developed countries—led to the establishment of a tuberculosis control project 
by WHO in October 1953. With the assistance of WHO, a modern tuberculosis 
center was built in Baghdad. At this center, diagnosis and treatment could be 
carried out, along with public health preventive and educational functions such as 
prevention and control measures, coordination of necessary health and welfare 
services, training of personnel, and development of a national plan for tuber- 
culosis control through provincial centers and coordinated services. 

In addition to four international experts (a senior adviser, a public health nurse. 
an X-ray technician, and a laboratory technician), WHO has also furnished the 
necessary equipment and supplies for such a model center including laboratory 
and X-ray equipment. The Government of Iraq has taken a great interest in 
the project. Not only did it build the center in Baghdad, it has also given sub- 
stantial assistance in counterpart personnel and in materials. 

The overall objective of the project has been achieved; the center has been 
established, and it serves also as the Government’s tuberculosis bureau for the 
whole country. Specific secondary achievements are as follows: 

1. Training: A trained corps of tuberculosis workers has been developed and 
is being continually augmented. The first group consisted of 10 doctors, 8 
nurses, 8 home visitors, 4 X-ray technicians, 4 laboratory technicians, 6 registra- 
tion clerks, 6 statistical clerks. 

2. National plan: A nationwide program for tuberculosis controt, including 
staff training, has been worked out. (Means of control at the village level have 
still to be developed.) 

3. Takeover of vaccination program: An earlier project, financed by UNICEF, 
undertook a mass campaign of vaccination with the BCG process. This has 
now been completed. In all, approximately 654,000 persons (out of a total 
population of approximately 4,900,000) were tested, and 234,000 vaccinated. 
In addition, training was given to 30 doctors. 38 nurse-technicians, and 2 statis- 
ticians. As part of the overall national control program, a permanent testing 
and vaccination service has been created, with three centers in the countrv. 

4. Cooperation with private efforts: A close relationship has been established 
with the local voluntary tuberculosis association. This group is being encourazed 
to concentrate on the social welfare aspects of tuberculosis cases and their families. 

5. Public education: The work which has been done has stimulated considerable 
official and public interest in tuberculosis control. 

WHO estimates the termination date of this project will come in the middle of 
or late in 1956. 

SARAWAK—WHO—MALARIA CONTROL 


Results of a WHO malaria control project in Sarawak have just been published. 
Three test areas were established in 1952 in northern Sarawak, where the popula- 
tion is scattered, roads are nonexistent, and great distances need to be covered. 
Approximately 10,000 persons, almost all of indigenous origin, were covered by 
the survey. 

In the first test area, DDT was used in residual spraying every 6 months. In 
the second, BHC (benzene hexachloride) was used every 3 months. The third 
area was left as a check area. After 21 months of DDT protection, the spleen 
rate (percentage of enlarged spleens) in children 2 to 9 years old was reduced from 
51.8 percent to 25.1 percent, and the parasite rate (percentage of persons with 
malaria parasites in blood) from 35.6 percent to 1.6 percent. 

Similar results were obtained in the BHC area. During the same period of 
observations, spleen rates and parasite rates rose in the check area. The monthly 
examination of infants’ blood showed that, with only two exceptions, all the 
infants born after the first spraying were free from malaria. The two new infec- 
tions were acquired in unprotected houses built shortly after the spraying. 

The estimated cost of the DDT spraying operations was relatively high—45 
cents per person per year. This was due, however, mainly to 2 factors; difficul- 
ties of ‘eohmmnieidetions (54 percent of the time was spent travelling), and the 
need for spraying 2 dwellings for each family—their part of the communal long- 
house and their individual rice farm. It is believed that further experience may 
show that the surface sprayed, and hence the amount of insecticide used, can be 
reduced. DDT spraying every 6 months is preferable to BHC spraying every 
3 months, because of the great difficulties with regard to communications an 
transport. 
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IRAQ-—FAO—SOIL AND WATER 


A soil technologist, provided by FAO, in addition to surveying and mapping 
approximately 35,000 acres, has assisted the Government of Iraq in establishing 
a soils laboratory. The United States bilateral program supplied the equipment 
for the laboratory; the Government of Iraq furnished the building under the 
general supervision of the FAO expert. Three Iraqi analysts assisted the expert, 
of whom 2 were awarded FAO fellowships in 1955. Between 5 and 10 Iraqi 
counterpart personnel have worked with the expert at various times. 

A ground-water geologist supplemented the work of the soil technologist in 
assisting the Government to determine sites suitable for well drilling. He con- 
ducted detailed field studies in cocperation with local technicians. The Govern- 
ment of Iraq accepted his recommendations and began a large-scale well-drilling 
program, allocating $4.5 million to the work. 

A well-drilling expert subsequently assigned to Iraq has trained a number of 
technicians in the use of drilling rigs purchased by the Government. 


SOUTH ASIA—FAO—FARM MECHANIZATION 


Many governments have undertaken large-scale farm mechanization programs. 
Mechanization frequently makes possible a rapid increase in food production and 
brings under cultivation areas of land that cannot be cultivated by primitive 
methods. Within the last 10 vears, a striking increase in the use of tractors has 
occurred all over the world. 

Considerable difficulties have arisen under such programs, however, because 
of the lack of trained men and the lack of facilities for maintenance and repair. 
In some cases, machines have lain idle for the want of a single small spare part 
and, on the average, the life of the machines has been very much shortened. 

FAO assistance to these farm mechanization programs has been concerned with 
improved shop practices and maintenance organization, as well as with proper 
field operation of the machinery. Involved at all points is basic mechanical 
training. This necessarily makes for long-term projects—of which administrative 
reorganization is normally also an important part. 

In some countries, many of the trainees had never previously been engaged in 
practical work. The first task of the international experts was, therefore, to 
im~ress upon the trainees the dignity of labor. Success in such a change of 
attitude has been counted one of the most important results of the projects. 

Farm mechanization has been particularly important to India. In the state 
of Uttar Pradesh, both the state and the Federal Central Tractor Organization 
are undertaking a farm mechanization program on some 2 million acres. FAO 
assistance has been concentrated on improving the government maintenance 
shops at four separate locations, and on the training of personnel. 

The chief aim is to train instructors who can train others and who can them- 
selves thus form the nucleus of an efficient corps of mechanics. Results have so 
far been encouraging. Some 500 instructors have received thorough training 
from FAO experts; and 1 of the shops has already achieved a 300-percent increase 
in its own output. Not only has equipment life been prolonged, but much 
machinery has also been salvaged. Out of 18 tractors lying idle at 1 shop, 8 
were put back into service during the latter part of 1954, at an average cost of 
$500 each. At another location, maintenance shops which were virtually inactive 
have been reorganized under supervision of an FAO expert. These shops are 
now in full production of welded irrigation gates, which formerly had to be 
purchased abroad. 

In Pakistan, in connection with a government project for the reclamation and 
settlement of a large arid area, an FAO expert, who began his work in 1952, has 
given assistance in the reorganization of both machinery maintenance and supply. 
He has also advised on better use of machinery in the field. As a result, reclama- 
tion is now proceeding at a more rapid pace than originally planned. In i953, 
using a Joan from the International Bank, the Government purchased 200 addi- 
tional units of tractors and equipment as well as a complete maintenance shop 
which was established at Leiah. Two FAO experts are continuing the instruc- 
tion in maintenance operations and shop organization and are introducing sound 
methods of account-keeping. As a result of the mechanization program, 600,000 
acres of reclaimed land were under crops for the first time in 1954 and 1955. In 
1954, there were 800 acres of sugarcane in this area; there are now 12,000 acres. 

In Burma, an FAO expert has been working with the agricultural engineering 
branch of the Burmese Department of Agriculture. Through his advice and 
assistance, a central machinery workshop has been established near Rangoon as 
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well as four other shops at the district level. Training courses in farm machinery 
operation have also been instituted, for the special benefit of local dealers in farm 
equipment. 

THAILAND—FAO—RUBBER 


In Thailand rubber is produced mainly by small farmers owning less than 200 
acres each. Few large plantations exist. The economic position of these pro- 
ducers is, however, extremely vulnerable since they must depend on widely fluc- 
tuating world prices of rubber. It is therefore important that their trees should 
be of the highest yielding variety and that the processing of the latex, which is 
carried out mainly in small cooperative factories, should produce a first-quality 
product capable of commanding the highest market price. 

An FAO rubber-processing expert has been at work in the past 3 years in 
southern Thailand on a program covering the introduction of higher yielding 
strains of rubber trees and improvements in the processing of latex and reorganiza- 
tion of factories. As a result of his work, these small producers received in 1954 
in most cases the top market price for their latex. 


INDIA—-FAO-——HIDES AND SKINS 


The flaying of hides and skins and the processing of leathers is an integral part 
of the livestock industry in many countries, and provides an important source of 
cash income to the producer. Primitive methods of flaying and tanning, however, 
involve a considerable wastage of material and the resulting poor quality brings 
only the lowest market price. FAO has undertaken a number of hides and skins 
improvement projects with considerable success. 

In India, an expert has been at work for the past 3 years, and has initiated a 
program for the improvement of demonstration and training centers, set up with 
assistance from the Ford Foundation. The value of hides and skins produced 
by methods introduced by the expert has increased by 30 to 40 percent over the 
past 3 years, a benefit which is passed on directly to the producer. 

The expert’s work began with improvements in flaying and curing to obtain 
better prices. A demonstration center, set up near Lucknow with his advice in 
September 1952, is turning out some 100 trainees a year; 5 similar centers have 
been started and 15 more are being built. Some of these centers are organized 
as cooperative societies in the Government’s multipurpose community projects. 
The project has had a wide effect on the leather trade in the State of Uttar Pradesh, 
and an increasing number of curers are using improved methods of tanning. 

The expert is turning his attention to developing the rural tanning and shoe- 
making side of the industry to establish it on a sound profitmaking basis inde 
pendent of Government subsidies. 


LIBYA——-FAO—-SHEEP REARING 


In arid Libya, the sheep industry provides not only meat and milk for the 
population, but also substantial quantities of carpet wool for export as well as for 
local use. The sheepmen’s need of pasture competes with the need of settled 
farmers for cropland and pasture along the margins of the desert. To demon- 
strate the possibilities of improving the scanty growth in these edge-of-desert 
areas, where the usual effects of overgrazing are particularly pernicious, an FAO 
expert urged that an area of some 7,700 acres be protected from grazing and per- 
mitted to regenerate itself. Under the controlled-grazing program, a remarkable 
improvement in forage production has taken place. , 

As a related project, approximately 200 Turkish rams of superior strains were 
imported in 1953 and 1954. Cross-breeding experiments were carried out under 
the supervision of an FAO expert from Australia at the agricultural station at 
Gasr Garibulli, with a view to improving the quality of the native Libyan sheep. 


MIDDLE EAST——-FAO-——-LOCUST CONTROL 


In the Middle East, FAO is coordinating the work of some 20 countries In 
controlling the desert locust. Much of the local expenses are being borne by the 
countries themselves, but the migratory nature of this insect makes the efforts of 
individual nations quite ineffective at times. Under the present plan of coordi- 
nation, the locust-control resources of the entire region, including those of the 
United States available to the region through bilateral arrangements, may be 
directed toward the control of local outbreaks in whichever country they occur. 
An emergency program of this type is now being conducted in Saudi Arabia and 
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consideration is being given to the need for similar action in Ethiopia. These 
efforts during the past 5 years have been so-successful that practically no loss of 
food crops from locust activity has occurred during that period. 

Mr. Witcox. This shows how technical assistance has helped the 
production of salt in Ceylon and water production in Pakistan and 
things of that character. 

Mr. Chairman, there is one other matter which I would like to 
address myself to briefly and that is the contribution to the technical 
assistance program of the Soviet Union of the satellite states. We 
have prepared a brief statement here, which I think perhaps I should 
read, rather than attempt to paraphrase. 

The Soviet Union did not contribute to the United Nations ex- 
panded program of technical assistance until the summer of 1953. 
At that time, it offered 4 million rubles which is roughly equivalent to 
$1 million, to the program, but attached conditions which made its 
pledge unacceptable. These conditions were later removed and, in 
March 1954, the first Soviet contribution was accepted. 

The Soviets have since contributed a similar amount to the program 
for 1954-55, and have pledged the same amount for 1956. Their 
satellites are likewise now contributing. A total of $4,525,000 in 
contributions and pledges has been made available to the program 
from all ruble sources. In addition, Czechoslovakia has contributed, 
Poland, Bulgaria, Rumania, have contributed, making a grand total 
of the equivalent of $5,064,705 contributed or pledged to the program 
since its inception, from all Soviet bloc sources. 

Like the contributions of some other countries, the Soviet bloc con- 
tributions to the United Nations technical assistance program are 
nonconvertible, except as shown below. 

There are three ways in which these contributions can be used: 
Salaries of experts from the Soviet bloc countries; training grants for 
United Nations fellowships within these countries, and finally, supplies 
and equipment purchased in these countries. Nonconvertible con- 
tributions are permissible under the rules of the program. 

Experts employed in the program are compensated in the currency 

of their nationality, or place of residence when recruited, except for a 
portion of the salary and allowances which are paid in the currency 
of the country where the expert is serving. Thus, American experts 
receive their basic salaries in dollars, just as British experts receive 
their basic salaries in pounds, and Soviet expertsin rubles. The ruble 
contribution may be converted to other currencies for purposes of 
deferring travel costs of experts, allowances and expenses of experts, 
and transportation costs of equipment. Otherwise, the ruble con- 
tribution may not be converted to other currencies. 
_ No payment would be made to Soviet bloc experts from the United 
States contribution to the United Nations technical assistance pro- 
gram. I want to repeat that, Mr. Chairman, that no payment would 
be made to Soviet bloc experts from the United States coniribution 
to the UN technical assistance program. 

Out of the $4.5 million available in rubles, $202,000, approximately, 
Was obligated in 1955. ‘This covered the cost of 2 coal experts in 
Burma, 4 fellowships, 2 study tours, and equipment costing $56,250. 
An additional amount of $1,133,516 in equipment was ordered in 
1955 but was not delivered prior to December 31, 1955. 
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For 1956, projects have been approved which will utilize $3,159,500 
in rubles. These projects include $1,821,000 in equipment; 30 
fellowships, 6 study tours, and 41 experts. 

Of the 41 experts, 30 are planned for projects in India, of which 18 
are to be employed at the Higher Institute of Technology, in Bombay. 

Six experts are planned to work with the Indian Statistical Institute 
and one expert each on glass molds, power production, survey tech- 
niques, and chemicals and allied products. Two X-ray technicians 
are also planned. 

I don’t need to go into the Czechoslovakian contribution and the 
Polish contribution. They are relatively small. I would conclude 
simply by saying that under the rules of procedures of the United 
Nations technical assistance program, no experts can be sent to a 
country, or training grants awarded or equipment provided without 
the consent of the recipient country. 

In other words, none of this ruble fund would be used for assisting 
any country unless the amount were requested by the recipient 
country. 

Chairman Ricwarps. Without objection, that entire statement will 
be placed in the record at this point. 

(The statement referred to is as follows:) 


Unitep Nations ExpaANDED PROGRAM OF TECHNICAL ASSISTANCE 
SOVIET BLOC CONTRIBUTIONS 


The U.S. S. R. did not contribute to the United Nations expanded program of 
technical assistance until the summer of 1953. At that time, it offered 4 million 
rubles, equivalent to approximately $1 million, to the United Nations program, 
but attached conditions which made its pledge unacceptable. These conditions 
were later removed and in March 1954, the first U. S. S. R. contribution was 
accepted, The Soviets have since contributed a similar amount to the program 
for 1954, 1955, and have pledged the same amount for 1956. Their satellites are 
likewise now contributing. A total of $4,525,000 in contributions and pledges 
has been made available to the program from all ruble sources. In addition, 
Czechoslovakia has contributed $69,444 a year since 1954, or a total of $208,332. 
Poland has contributed $75,000 each year since 1953, a total of $300,000. Bulgaria 
and Rumania pledged approximately $15,000 each for the first time for 1956. 
This makes a grand total of the equivalent of $5,064,705 contributed or pledged to 
the program since its inception from all Soviet bloc sources, 

Like the contributions of some other countries, the Soviet bloc contributions to 
the United Nations technical assistance program are ‘‘nonconvertible’”’ except as 
shown below. There are three ways in which these contributions can be used: 
salaries of experts from the Soviet bloe countries; training grants for United Na- 
tions fellowships within these countries; and supplies and equipment purchased in 
these countries. Nonconvertible contributions are permissible under the rules 
of the program. 

Experts employed in the program are compensated in the currency of their 
nationality or place of residence when recruited, except for a portion of the salary 
and allowances which are paid in the currency of the country where the expert is 
serving. Thus, American experts receive their basic salaries in dollars, British 
experts in pounds, and Soviet experts in rubles. The ruble contribution may be 
converted to other currencies for purposes of defraying travel costs of experts and 
fellows, allowances and expenses of experts and transportation costs of equipment. 
Otherwise, the ruble contribution may not be converted to other currencies. 
No payments would be made to Soviet bloc experts from the United States contri- 
bution to the United Nations technical assistance program. . 

Out of the $4,525,000 available in rubles, $202,715 was obligated in 1955. This 
covered the cost of 2 coal experts in Burma, 4 fellowships, 2 study tours, and 
equipment costing $56,250. 

An additional amount of $1,133,516 in equipment was ordered in 1955, but was 
not delivered prior to December 31, 1955. 
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For 1956, projects have been approved which will utilize $3,159,500 in rubles. 
These projects include $1,821,500 in equipment, 30 fellowships, 6 study tours, and 
41 experts. Of the 41 experts, 30 are planned for projects in India, of which 18 
are to be employed at the Higher Institute of Technology in Bombay. Six experts 
are planned to work with the Indian Statistical Institute and one expert each on 
glass molds, power production, survey techniques, and chemical and allied 
products. Two X-ray technicians are also planned. , 

Other projects utilizing Soviet experts are planned in Afghanistan (2 male 
nurse tutors and 1 X-ray technician), and in Burma (4 experts in mineral resources 
development and 1 expert each in water-resources development and building- 
materials research). Two experts are also planned in connection with a regional 
study tour for Asiaand the Far East on buildings materials. 

Of the total Czechoslovakian contribution of $208,332, $69,627 was obligated 
for equipment in 1955; orders for equipment not delivered prior to December 
31, 1955, totaled $86,715; and projects totaling $50,500 have been approved for 
1956. These include 1 study tour and equipment valued at $25,500. 

Of the total Polish contribution of $300,000, $19,955 was obligated for equip- 
ment in 1955; orders for equipment not delivered prior to December 31, 1965, 
totaled $220,275; and projects totaling $48,500 have been approved for 1956. 
This amount is entirely for equipment. 

Under the rules and procedures of the United Nations technical assistance 
program, no experts can be sent to a country or training grants awarded or equip- 
ment provided without the consent of the recipient country. 


United Nations expanded program of technical assistance—Utilizution of Soviet bloc 
contributions 


{Expressed in United States dollars] 


AVAILABLE 
U.S. S. R., 1953-56 <atceeties owes $4, 000, 000 
Byelorussian 8. 8. R., ; 150, 000 
Ukrainian 8. 8. R., 1954-56__._- -- _- , 375, 000 


Total rubles fc SUSE ee 4, 525, 000 
Czechoslovakia, 1954—56_____- _ _ _- Pe eer ned fan 208, 332 
Poland, 1953-56 a cece i 300, 000 
Bulgaria, 1956 pad iae Rh 14, 706 
Rumania, 1956 pr 16, 667 


Total available 5, 064, 705 


UTILIZATION 


| 
| Forward 
contractual | | 
Obligated, | commit- (1956 approved! 
1955 } ments! as program | 
of Dec. 31, 
1955 


Total 


ON a rat cscanciusueiasea: $202,715 | $1,133,516 | $3, 159,500 | $4, 495, 731 
ON hcs oc iuawa oeansctansnce 69, 627 86, 715 50, 500 | 206, 842 
PO oc a ccc ee a soko Cee 19, 955 220, 275 48, 500 | 288, 730 


Total utilization. ____..___- i 292, 297 1, 440, 506 3, 258,500 | 4,991, 303 


' These are orders placed in 1955 for equipment which had not been delivered by Dee. 31, 1955. They 
Will be recorded as 1956 obligations if delivery is made in 1956. 


Chairman Ricnarps. I just want to congratulate Dr. Wilcox on 
his orderly presentation. here was no waste motion in his statement, 
we were provided with data for the record which we will need. It was 
straight and to the point. I believe his understanding of what Con- 
gressmen and Senators want on testimony of this kind, came from 
us long experience in the Foreign Relations Committee, where I, 
along with many other members here, particularly in conference 
came to appreciate his great ability and his service when he was 
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chief of staff of the Foreign Relations Committee. I certainly think 
that not only the United States but the United Nations as well are 
fortunate in securing his services for the position he now occupies. 

Mr. Wiucox. Mr. Chairman, may I just say that I appreciate 
very much these comments that you have made. I have long had 
high respect and admiration for the work of the committee under 
your chairmanship and under the able chairmanship of the leaders 
from the other side of the aisle. It is always a privilege to come before 
a group like this where your comments are understood and appre- 
ciated. I need say nothing further. 

There is one additional chart that I would like very much to insert 
in the record. This is a chart which shows the relationship between 
local contributions which are made by the recipient governments, 
and contributions to the central fund. 

You will notice from the chart that the contributions that come 
from recipient countries total $67 million, or 68 percent of the pro- 
gram. Our proposed contribution, which is $15.5 million, runs 16 
percent of the total, and that the other governments contributing will 
add a like amount, $15.5 million, which runs 16 percent. 

Now, this demonstrates the increasing importance which the 
recipient countries attach to this program, and shows the extent to 
which they are gradually increasing their contribution. 

I think sometimes, therefore, Mr. Chairman, when we talk about 
our contribution being 50 percent, we really ought to remember that 
the recipient countries are contributing a-large amount and that 
when you add that in, we are contributing much less than is often 
stated. 

Chairman Ricnarps. Without objection, the chart will be placed 
in the record. 

(The chart referred to follows:) 
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UNITED NATIONS EXPANDED PROGRAM 
OF TECHNICAL ASSISTANCE 


ESTIMATED CONTRIBUTIONS FOR 1957 


TOTAL $98 MILLION 


e 


PROPOSED * 
UNITED STATES 


$15.5 MILLION 16% 
CONTRIBUTIONS TO 


CENTRAL ACCOUNT 
$31 MILLION 32% 


OTHER 
ft; GOVERNMENTS 
2% $15.5 MILLION 16% 


ESTIMATED 
LOCAL CONTRIBUTIONS 
$67 MILLION 68% 


*THE PROPOSED U. S. CONTRIBUTION FOR CALENDAR YEAR 1957 IS 50% OF ESTIMATED 
TOTAL CONTRIBUTIONS TO THE CENTRAL ACCOUNT. 
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Chairman Ricuarps. We contribute as much as all the other 
countries put together in this program, don’t we? 

Mr. Witcox. Yes, sir. 

Chairman Ricuarps. Do they merely promise to contribute or do 
they actually contribute that much? 

Mr. Witcox. Mr. Chairman, the collections under this program 
are exceedingly good. It isa voluntary program. There is no com- 
pulsion about it, and the amazing thing i is that so few contributions 
remain uncollected. 

I have a chart here which shows the extent of those collections and 
the deficits which are involved, and I shall be glad to leave that for 
the inspection of the committee. The results I think are rather 
remarkable. Very, very few states failed to make their contributions, 

Chairman Ricuarps. What percentage of the total would you say 
they would come up with? 

Mr. Witcox. Unpaid pledges, in 1954—as of 1954 they total only 
$210,000. 

Chairman RicHarps. That is pretty good. 

Mr. Witcox. In 1955 they totaled slightly over $1 million. Of 
course, some states do run a little behind. By the end of this year, 
however, most of those pledges will have been collected which I think 
is a very good collection record. 

Chairman Ricwarps. We will have that for the information of the 
committee, but will not place all this in the record. 

Mr. CaRNAHAN. In referring to the U. S. S. R. contribution to the 
technical assistance program of the U. N., you said they offered a 
contribution in 1953, but attached conditions which made the pledge 
unacceptable. Are you in a position to comment on what those 
conditions were? 

Mr. Witcox. The Soviet Union was not a member of the Specialized 
Agencies, and they had specified that the money they contributed 
should be spent through central channels in the United Nations 
Technical Assistance Program in New York and should not be allo- 
cated to the Specialized Agencies. They did not want WHO and 
FAO and ILO to be using this money they were contributing because 
they were not members of these organizations at that time. 

Mr. CarRNAHAN. Thank you. 

Chairman Ricuarps. Are there any other questions of Dr. Wilcox? 

Mrs. Botton. I have some questions, Mr. Chairman. 

Chairman RicHarps. Mrs. Bolton 

Mrs. Botton. Do the United Nations’ programs overlap the local 
programs, or does the United Nations keep account of what is done in 
the countries and then do what isn’t done? 

Chairman RicHarps. You mean, keep from overlapping the 
bilateral programs? 

Mrs. Botton. Yes. 

Mr. Witcox. Every effort is made to coordinate these programs 
at both the national level in the field and the central level in New York 
and in Washington. 

I have here a chart which indicates the nature of that coordination. 

(The chart referred to is as follows:) 
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Mr. Witcox. The coordination flows from the field. The ICA in 
Washington, of course, sends instructions to our mission in the field. 
as to the character of the program. 

On the right you have a Technical Assistance Board in New York 
City sending its instructions to the U. N. resident representative jp 
the fields. As between these two agents in the headquarters, you 
have coordination in the form of consultation between our officers in 
Washington and the technical assistance people in New York. You 
have an exchange of documents relating to the planning of the prograin, 
and then you have parallel instructions going to the field. ; 

By the same token, in the field you have coordination between the 
Director of the United States mission and the U. N. resident repre- 
sentative. You also have a certain amount of coordination or syn- 
thesis, you might call it, because of the relationship which the Director 
of the United States mission and the U. N. resident representative 
each have with the recipient governments in the field, so that you 
have coordination flowing both ways. 

Mrs. Boiron. You have shown it beautifully on the chart. I am 
wondering how successful it is. 

Mr. Witcox. I ask everyone I see from the field about that, 
Mrs. Bolton, because we are very much concerned, lest the money 
spent by our Government be futilely spent. We don’t want it to result 
in duplication and overlapping m the field. It is in the interest of the 
local government not to have that duplication and overlapping, be- 
cause they get such little money anyway, relatively, and the needs are 
so very, very great. 

We therefore urge upon the United Nations resident»representa- 
tive and our United States mission chief to coordinate their work 
very carefully and make very certain that none of this money is 
spent for projects which duplicate or overlap. 

Mrs. Botton. How often does that whole program have personal 
inquiry in the field by a member of the United Nations or the United 
States? Does anybody get around? 

Mr. Witcox. Very often. I think there might be some complaints 
that there is too much of that sort of thing. I personally-.don’t think 
so, because we have to keep in very close touch with the field. 

The ICA people on their part do look into the program in the field 
very often, and some of our own people in the United Nations pregram 
have looked into various aspects of it. I intend to do-’so myself as 
soon as the opportunity permits Iam going to do a little in May and 
perhaps later in the fall. 

Mrs. Botton. May I urge upon you that you do? 

Mr. Witcox. Yes, and I would be glad to have any observations 
you have made from your trip last year. 

Mrs. Botron. I would be glad to give you 1 or 2 observations that 
I have. ; 

We have the various plagues in'Africa. I am emphasizing Africa, 
because nobody else does. The total area of 11,000,500 square miles, 
and the estimate of from 2 to 4 million of those square miles are 
infested with the tsetse fly. Of course, there is as yet no definite 
method of doing away with the fly, although there has been some 
tremendous progress made in moving people out of the low areas, 
spraying the sides of the streams where the fly seems to like to live, 
and a few things like that. 
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That is only one instance. The Belgians in the Kwango district, 
where the doctor who was with me spent 6 days, told me that they 
were anticipating doing away with leprosy in that area in one genera- 
tion, thanks to the sulphone drugs. That is only one little tiny area, 
| suppose, through the U. N. 

Is that information spreading to other countries through the U. N.? 
Is that some of the work of the U. N., to spread w hatever information 
they have? Of course, it is largely a matter of money whether these 
things can be done or not. 

Mr. Witcox. That is one aspect of the United Nations program in 
Africa. They are conducting large programs, particularly in Libya, 
in Liberia, in Tanganyika, and in Tunisia. 

Mrs. Botton. Just to save time for everyone, Dr. Wilcox, if I 
might interrupt you, I wonder if we might have a statement of the 
countries in Africa and for the Near East, as well, where the United 
Nations is working and where the United States is working bilaterally 
on how the matter goes—just where we are and what is being done. 

Mir. Wiicox. I wiil be glad to furnish that for the record. 

| have a report here on the activities in Africa relating to tubercu- 
losis, yaws, and leprosy. 

Mrs. Botton. Could there be just one page in addition to that, 
perhaps? 

Mr. Witcox. Yes. 

(The information requested appears on p. 579.) 

\{r. Witcox. Yes. I have here a breakdown also of the various 
areas of Africa and the amounts spent each year from 1950 on down 
through 1955. 

Mrs. Botton. Does that say upon what it has been spent? 

Mr. Witcox. No; this is a general one. This is more specific, 
taking up each country, showing what we do. 

Mrs. Botton. Would it be possible for your people to put it on 
me page and make it simple and then clip it to that? 

Mr. Witcox. Yes, I will be glad to leave this for the use of the 
committee. 

The document referred to follows:) 


Question: Can you give me examples of regular activities and technica 
ance carried on in Africa by the specialized agencies? 
tepiy: 


REGULAR ACTIVITIES 

All of the specialized agencies, of course, carry on much of their regular pro- 
grams in all regions of the world, including Afric a. Many of these activities 
consist of the collection of statistics and economic data, health and quarantine 
easures, consultations with governments concerning food and agricultural 
policies, labor standards, and educational policy. They are the technical founda- 
tions upon which the individual projects, carried on under the expanded technical 
assistance program, rest. Ali the agencies collaborate with the Committee South 
of the Sahara (CCTA) on various technical programs. 

For example, the WHO has a regional committee in Africa wae reviews 
W HO’s work in that area. At its latest meeting in 1955 progress was reported on 
programs for training of nursing personnel and on mater rnal and child health; on 

nvironmental sanitation, and on communicable diseases including malaria, yaws, 

reulosis, leprosy. Conferences were held in Africa on yaws, malaria, and 

1 ironmental sanitation; and two courses were conduct oa in cooperation with 

CTA on maiaria control and on rabies. FAO also works closely especially on 

ich matters as development of agricultural statistics, and on nutrition. A 
ion survey by FAO and WHO of a serious protein-deficiency disease 

tiorkor—in Africa in 1952 has led to work with a number of governments in 
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| 
| for nutrition workers in Africa, one for workers from English-speaking and one for 
workers from French-speaking territories. 

The work of the ILO Committee of Experts on Social Policy in Nonmetropoli- 
tan Territories is keyed particularly to the problems of Africa. This Committee 
has given close attention to the economic and social problems in Africa, as wel] 
as other territories, of direct concern to indigenous workers. Housing, health 
services, productivity, in addition to labor standards, have been subjects of special 
concern. The work of this committee has contributed to labor standards affect- 


| ° 
tories. 


technical assistance program. 
for the years 1950—56 follows:) 


[United States dollar 


Calendar | 
year 


Region and country PP na | year 1952 









Ivory Coast-_- 
Kenya... -_--- 


Mameiies.-....-...212-2. 022.23]. Lee 
I eB inne 6 sb agiplnntioreinie bin dm eis ipeteoseten 
Nigeria Foie eee 
Portuguese Territories in Africa_|_....... ---- Raceecee ike s 
Reunion Island__---......-..--- Dee aos ae 

Saint Helena... ----.- =... 5 DRE 
| 
| 





BOPGEING., « oyna sis -eacsacswlel 
BT HI, 6. on an adeactacachoos a oe eal 


UNE Wa0i52-525Sdo-s sacks 
Spanish Guimea_..______.___.._- Epa ninth: 


IIR inn 5 seo sis beck sch cates | 
Tanganyika - 
Tunisia 






ise be occas keane 
Regional projects. .-_..........-|- 






Southern Rhodesia. 
3N yasaland. 


TECHNICAL ASSISTANCE 


Calendar 


AFRICA 
DED ai deca ssceb PP 
Bechuanaland - - dots aie che a 
Belgian Territories in Africa..._|------. | $2, 257 
British East Africa ---.....-.-- eel enaeiatiiet 
Ethiopia_-___- asec ceseeT. Se 237, 873 
Federation of Rhodesia and | 
Nyasaland __.__- : at 14,514 
France (Non-Metropolitan Ter- | 
ae a ee ee 
French West Africa (Cam- | 1 
en, ETE Le sn Sadw eid bb wus ereeess | 4, 885 | 
Gamvpin....2... fence | be = cate eed 
Gold Coast... ie beak 21, 012 


equivalent} 





Calendar | 
| year 1953 | 


| | 
| } 
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Calendar | 
year 1954 | 





Calendar 
year 1955 


21, 660 


8, 518 


1, 762, 088 








| 2, 430, 590 


the region on further nutrition surveys and to the holding of two training centers 


ing African workers, e. g., the convention abolishing penal sanctions for breaches 
of contracts of employment by indigenous workers and the recommendation con- 
cerning the protection of migrant workers in underdeveloped countries and terri- 
Parts of the [LO’s aetivities in connection with investigation into the 
problems of forced labor have also affected conditions of African labor. 


These general and continuing activities of these agencies are supplemented by 
more specific projects in various countries and territories under the expanded 
(A summary table of project obligations in Africa 


United Nations expanded program of technical assistance—Project costs by region 
and country 


A 


program 
calendar 
| year 1956 





pproved 


$13, 749 
33, 052 
18, 900 
10, 000 

372, 229 


45, 424 
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1956 UNITED NATIONS EXPANDED PROGRAM OF TECHNICAL ASSISTANCE IN AFRICA 


Algeria 

The total technical assistance recommended for Algeria in 1956 amounts to 
$13,749. Following a consultant’s visits in 1955, it is proposed to provide in 
1956 a team of a statistician and a bacteriologist to assist the Government in the 
control of communicable eye diseases, especially trachoma and seasonal conjuncti- 
vitis. One fellowship for 6 months will also be provided. UNICEF will assist 
this project with transport and diagnostic equipment. 


Bechuanaland 
The total technical assistance proposed for Bechuanaland in 1956 amounts to 
$33,052. The types of assistance included in the program are as follows: 


(1) Number of experts... ............-..-- walter £63 
(2) Number of fellows 
(3) Estimated cost of equipment - - 


A team will assist the Government in expanding the mass-treatment program 
against dichuchwa and at the same time train local professional and auxiliary 
personnel in the control of the disease. In the field of tuberculosis control, as 
well as tsetse fly control other experts will help develop programs. 


Belgian territories in Africa 

The total technical assistance proposed for the Belgian territories in Africa in 
1956 amounts to $18,900. Provision is made for the award of 7 fellowships, 
4 in the field of endemo-epidemic disease control and 3 in maternal and child- 
health services for candidates to be nominated among the health services person- 
nel in the Belgian Congo and Ruanda-Urundi. 


British East Africa 
The total technical assistance proposed for British East Africa in 1956 amounts 
to $10,000. The types of assistance included in the program are as follows: 


CUM ila el ee a er 
(2) Number of fellows _ 
(3) Estimated cost of equipment 


One expert will assist in the development of synoptic meterology to forecast 
locust movements. 


Cameroons (French) 


The total technical assistance proposed for the Cameroons in 1956 amounts to 
$15,645. Provision is made for a team of 1 malariologist and 1 sanitarian to 
continue the malaria control pilot project at Yaounde and to assist the Govern- 
ment in expanding the control campaign during 1956. UNICEF will be providing 
a substantial amount of supplies and equipment for this project. 


Ethiopia 
The total technical assistance proposed for Ethiopia amounts to $372,229. The 
types of assistance included in the program are as follows: 


(1) Number of experts - \ ‘ 39 
(2) Number of fellows - - - _-- cr i eas 8 
(3) Estimated cost of equipment --- wunriiers dasicagtease ee ae 


The main lines of work to be undertaken in the projects included in the 1956 
category I program for Ethiopia are described in the following paragraphs. 

In the field of economic surveys and planning, a statistician will continue to 
assist in the organization of a division of agricultural economics and statistics in 
the Ministry of Agriculture. 

_ For the development of transport and communications, a team of 7 civil avia- 

tion experts and 3 telecommunications specialists will be provided: training in 
aircraft maintenance, radio operations and maintenance, air traffic services and 
meteorological observation and forecasting will be continued at the civil aviation 
school, and members of the team will also give further assistance to the Govern- 
ment in the creation and improvement of basic services to aviation. The Inter- 
national Bank has made a loan of $1.5 million for the development of telecommuni- 
cations in Ethiopia. A telecommunications institute was created for training 
Ethiopian technicians. The three experts working in the institute will continue 
directing its operation and giving instructions in radio, telephone, and telegraph 
communications. 
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A team of 10 experts will be engaged in the agricultural development projects. 
The mission chief will continue to serve as a technical agricultural administrator 
and assist in the organization and expansion of the Ministry of Agriculture, 
veterinary team which has been at work in the country since 1951 will continue, 
with five experts in 1956, its program of biologics production and vaccination 
aiming at the complete eradication of rinderpest from the country and the contro} 
of such diseases as contagious pleuropneumonia, anthrax and blackleg. The 
vaccines produced at the central laboratory are being distributed to a large num- 
ber of vaccination teams in the field operated under the supervision of technicians 
trained by the international experts. To improve the methods of coffee produc- 
tion and processing, an expert will continue advising growers in all principal! 
coffee-producing districts. Considerable interest has been aroused, resulting in 
the creation of an Imperial Coffee Board to coordinate the industry and the estab- 
lishment of the first Ethiopian coffee experiment station at the Jimma Agricultural 
College. Another expert will give further assistance in the extension of cotton 
cultivation. Following assistance provided over the past 5 years in establishing 
a forest service and in drafting the necessary forest legislation, 2 experts will con- 
tinue advising on conservation methods, supervising the nurseries near Addis 
Ababa and introducing seeds of various timber species, imported mainly fro 
Australia. 

Assistance to the advancement of educational facilities and standards will be 
rendered by a team of three experts: One expert will assist in organizing and direct- 
ing a center for the training of primary teachers and community leaders with the 
objective of bringing fundamental education to the adult population by closely 
linking this project with the community schools; the second expert is requested 
to help in the preparation of elementary textbooks in science, health, and hygiene, 
and the third expert to develop and put into effect an adult education system. 

For the improvement of health conditions and administration, a team of 8 
experts will be provided: 1 public health adviser to assist in the planning and 
development of health services; 3 experts to set up a pilot project for determining 
the best methods of organizing a mobile health service for rural areas; 2 experts 
to conduct a detailed malaria survey and to develop the control program; and 
another 2 experts to continue assisting in establishing a model venereal disease 
treatment center in Addis Ababa which will provide clinic services and also be 
utilized for training personnel in preparation for an expansion of these services to 
other regions of the country. 

In the field of social welfare two home economists will continue to advise the 
Ministry of Education on the introduction of home economics courses in schools 
and traiiing of teachers. 

A team of three experts will assist in establishing a public administration training 
institute and advise the Government on the setting up of a personnel administra- 
tion system, while another expert will be appointed to assist the Ethiopian postal 
services in the organization and improvement of postal services. 


Federation of Rhodesia and Nyasaland 


The total technical assistance proposed for the Federation of Rhodesia and 
Nyasaland amounts to $45,424. ‘The types of assistance included in the program 
are as follows: 


CH ‘Diether 00 CNG bcc cttiewsccwescscccewewes SIGN IR ee 6 
tS) umber of follows. os eee es Powe ee event ee WOLbAd 30) ATT is se 8 
(3) Eetimated cost of equipment... ... 0... Sus Se at ke e 


An animal production and disease control team will advise on cattle raising by 
investigating bovine infertility and the control of prevalent diseases. 
A parasitologist will assist the Government’s bilharzia control program. 


France (nonmetropolitan territories) 


During past years, assistance in the field of labor conditions and administration 
has been given to French nonmetrupolitan territuries—Senegal, Freuch \ est 
Africa, etc.—in the form of fellowship awards for the study of labor legislation 
and administration, employment service organization, and social security. For 
1956, provision is made for the award of 2 such fellowships at a total cost ol 
$5,000 to candidates from French nonmetropolitan territories, whose nominations 
will be submitted by the Government at a later date. 
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Gambia 
The total technical assistance proposed for Gambia in 1956 amounts to $10,732. 
The types of assistance included in the program are as follows: 


(1) Number of experts 
(2) Number of fellows ’ 
(3) Estimated cost of equipment 


A survey for the economic and agricultural rehabilitation in Combo and Santa 
Maria and the promotion of cooperative home industries will be undertaken. A 
training-within-industry expert will continue and a sister tutor for training nurses, 
midwives, and auxiliary nursing and midwifery personnel will be retained to 
improve health conditions. 


Gold Coast 


The total technical assistance proposed for Gold Coast in 1956 amounts to 
$128,580. The types of assistance included in the program are as follows: 


(1) Number of experts 
(2) Number of fellows 
(3) Estimated cost of equipment 


The main lines of work to be undertaken in the projects included in the 1956 
category I program for Gold Coast are described in the following paragraphs: 

In the field of economic survey and planning a team of field geologists, who will 
give special emphasis to petrology, are to be employed in the mapping of certain 
pre-Cambrain rocks, particularly in the northern territories. 

In the field of agriculture, assistance will be given to develop irrigation and 
farming of the Accra Plain including a scientific analysis of soils. 

To improve education facilities, a vernacular literature bureau has been set 
up to provide reading material for newly literates. Experts will continue to 
administer the bureau and to help in the training of editors and the production 
of materials. 

A team for malaria and insect control and for advice on the control and preven- 
tion of tuberculosis will be provided. 

Advice on the formation of mobile technical field units to assist in village 
development work will be given. 


Kenya 
The total technical assistance proposed for Kenya in 1956 amounts to $2,500. 
The types of assistance included in the program are as follows: 


(1) Number of experts - 
(2) Number of fellows. Pesiswee 
(3) Estimated cost of equipment _--_----- 


It is proposed to provide an expert to advise on malaria control. 
Liberia 


_ Lhe total technical assistance proposed for Liberia in 1956 amounts to $257,386. 
lhe types of assistance included in the program are as follows: 


(1) Number of experts __- solace oe 23 


2) Number of fellows... -....----------- a Pea ase. I 
(3) Estimated cost of equipment ____-_--- ideal ino _.-.- $32, 000 


The main lines of work to be undertaken in the projects included in the 1956 
category I program for Liberia are as follows: 

In the field of economie surveys and planning an expert will be provided in 1956 
to follow up the work of an agricultural statistician who assisted the Government 
in 1953 in establishing a central statistical service for the collection and compila- 
tion of agricultural statistics. 

Further assistance in agricultural development. will be given by a team of 3 
experts: 1 expert will serve as director of forestry education and research and an 
instructor will conduct basic forestry courses; the third expert will assist in the 
implementation of the recommendations of an animal husbandry expert who made 
an investigation in 1954 on the possibilities of increasing and improving livestock 
production in Liberia. 

For the advancement of educational facilities and standards a team of 10 
experts will be provided: a senior expert will continue to serve as codirector of the 
joint UNESCO-Liberian Educational Mission to advise on proper planning and 
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execution of various scientific and educational projects; 3 experts will continue 
serving the Klay National Fundamental Education Center, which was officially 
opened in September 1954 for training rural teachers and community leaders and 
preparing teaching materials for the promotion of adult education; various field 
activities are being conducted, including the building of roads, and the develop- 
ment of a swamp-rice program; 4 experts will continue to assist in the development 
of the various departments of the University of Liberia and in the training of 
in-service teachers, conducting summer courses and developing laboratory and 
library facilities; and 2 experts will continue their work in the development of a 
teacher training center in Monrovia. 

For the improvement of health conditions and administration, a team of 8 
experts will be provided: 1 public health engineer will assist the Government in 
organizing its program in environmental sanitation, and 7 experts will continue 
assisting in the operation and expansion of a combined malaria and yaws control 
program, 

In the field of public administration, one expert will be provided in 1956 to 
assist in the implementation of the recommendations of a previous expert who has 
advised the Government during 1952-55 on the organizational problems of the 
national administration and on the establishment of a regular training center for 
Liberian civil servants. 


Libya 


The total technical assistance proposed for Libya in 1956 amounts to $733,163. 
The types of assistance included in the program are as follows: 


(1) Number of experts ye 95 
(2) Number of fellows 39 
(3) Estimated: cost of equipment. oc ii. oo ae cee cull eiecl el. 981,500 


The main lines of work to be undertaken in the projects included in the 1956 
category I program for Libya are described in the following paragraphs. 

Assistance in the field of economic surveys and planning will be continued by a 
team of three experts. The chief economist will serve as adviser and as a member 
of Government committees on economic and financial questions. The census 
expert will follow up the enumeration work of the first census taken in Libya and 
a statistician will assist in the organization of the central statistical office and 
training of personnel. 

Assistance to industrial development will be confined in 1956 to the training of 
technical personnel and promotion of handicrafts by a team of 34 instructors, of 
whom 33 will continue in the technical and clerical center in Tripoli to train 
qualified workers and clerical staff for the Government services and later, when 
urgent Government needs have been met, to give training to personnel for industry 
and commerce. With the assistance of the returned fellows, effort is being made 
to transfer increased responsibility to Libyan personnel attached to the center. 
One handicraft training instructor will assist in the organization of the vocational 
training program for workers in Fezzan. : 

In the field of transport and communications one expert will serve provisionally 
as director of meteorological services under the Ministry of Communications. 
An instructor will be provided for the training of Libyan meteorological 
observers. 

A team of 21 experts will be engaged in agricultural development projects. 
The mission chief will continue to serve as agricultural adviser to the Government 
and to the provineial departments of agriculture on a wide range of policy ques- 
tions and technical matters including the preparation of development plans. Six 
experts will continue an extensive experimental program on a variety of cultivation 
trials, introduction and multiplication of pure seeds, plantation of fruit trees in 
reclaimed land, and soil conservation. Valuable results obtained from these 
experiments are being made available to the farming communities through the 
Government’s extension services. Two experts will assist in the work of two 
stations in Tripolitania and Cyrenaica where sheep-breeding experiments are 
being carried out to improve wool production. Continuing effort will be made 
in promoting the export of agricultural products by a marketing expert who has 
successfully organized a producers’ cooperative for improving the quality and 
quantity of Libyan citrus exports. A land settlement expert will advise on the 
settlement of agricultural families in areas which have been irrigated from tube 
wells in Tripolitania, and another expert will assist in the selection of small farm 
implements for demonstration in collaboration with the United States bilateral 
program. Three fishery experts will be provided to implement the findings of a0 
oceanographic survey at present being carried out to assist the Government 10 
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the development of the fishing industry. Further assistance will also be given by 
experts in rural credit, curing and tanning of hides and skins, date production 
and processing, nutrition, and agricultural sampling. 

A team of 23 experts will assist in the advancement of educational facilities. 
The mission chief will continue to advise the government on general educational 
matters. The 15 experts attached to the Educational Training and Production 
Center will continue their work in training teachers for primary schools, produc- 
tion of textbooks, and other teaching material. Other experts will be engaged in 
the development of adult education and a technical educational program. 

One labor administration adviser will be appointed to assist in the implementa- 
tion of labor legislation and a social-security bill drafted by previous experts 
pending final approval by the Government. 

Assistance in the improvement of health services will be rendered by a tearn of 
10 experts. The School of Nursing and the School of Health Assistants ard 
Sanitarians in Benghazi and the School of Nursing in Tripolitania will all be ecou- 
tinued in 1956 for the training of auxiliary health personnel with a view to exp:ind- 
ing the health services into rural areas. Three experts will assist the Government 
in organizing a maternal and child health center in Benghazi to expand these 
services throughout Cyrenaica by training home visitors who will afterward be 
attached to other maternal and child-health units. 

Following a comprehensive public administration survey of the departments and 
agencies of the federal government and the provincial administrations by two 
experts during 1953-55. one of them will return in 1956 to assist the government 
in the implementation of their recommendations. 


Morocco (French) 

Provision is made for the services of a team of 7 experts and the award of 4 
fellowships in various fields of health at a total estimated cost of $35,180 in 1956. 
Three experts will continue their work in communicable eye-diseases control. 
The objectives of the project, which started in March 1953, are to control trachoma 
and communicable eye diseases by an intensive area campaign against seasonal 
acute conjunctivitis. The methods employed are the systematic treatment of 
trachoma in schools, health education of the public, and a program for the treat- 
ment in existing health centers. Two consultants will carry on the program: for 
venereal-disease control and will assist the maternal and child-health centers in 
the control of maternal and congenital syphilis. One expert will assist the Govern- 
ment in the implementation of a maternal and child-health program ard a 
sanitary engineer will advise the Government on urban and rural sanitation 
programs. 


Nigeria 
The total technical assistance proposed for Nigeria in 1956 amounts to $62,054. 
rhe types of assistance included in the program are as follows: 


(1) Number of experts fe Re te ee ee z 9 
(2) Number of fellows - __ ___. sail foe ee 7 2 1 
(3) Estimated cost of equipment. - _-__- i hee 1) Uo ae 


The main lines of work to be undertaken in the projects included in the 1956 
category I program for Nigeria are described in the following paragraphs. 

A veterinarian will assist in the work being undertaken at the Federal Veteri- 
nary Laboratories at Vom on rinderpest vaccines. 

he improvement of health conditions will be assisted by the continuation of 

the previous program of yaws control. Three experts will assist the Government 
In its campaign for the prevention and control of tuberculosis. Two hygiene 
professors will be assisting the Nigerian schools of hygiene in the training of 
lecturers and in school organization, curricula, and methods. Aid in the field 
of public-health administration will also be provided. 


Sudan 


4 The total technica] assistance proposed for the Sudan in 1956 amounts to 
5146,423. The types of assistance included in the program are as follows: 


(1) Number of experts__________- Wife ct : ee 18 
(2) Number of fellows - - ; fe Fe OTOL 12S co erates MS CETL 1 


(3) Estimated cost of equipment._____________- ae _.. $10. 000 


The main lines of work to be undertaken in the projects included in the 1956 
category I program for the Sudan are described in the following paragraphs. 
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Assistance in the field of economic surveys and planning will be provided by g 
team of two experts: An industrial adviser will assist the Government in the 
formulation of industrial policy and in the planning of industrial development 
programs, including the organization of cottage industries; and a public finance 
expert will advise the Ministry of Finance on the improvement of the tax system, 

Further assistance to industrial development will be given by a vocational] 
training consultant, who will be attached to the Department of Labor and work 
in association with the industrial development adviser mentioned in the above 
paragraph in the training and reorientation of adults in a variety of trades, and 
assist in the establishment and operation of new vocational training programs 
apart from the works of the existing Institute for Vocational Training in Sudan. 

For the development of transport and communications, one expert will advise 
the Ministry of Works on the planning of a network of all-weather roads and assist 
in drawing up an overall road-construction program with recommendations on the 
priorities to be assigned to the development of various new roads. 

A team of six experts will be engaged in agricultural development projects, 
A soil-conservation consultant will continue with the reorganization and expansion 
of current Government activities and advise the Ministry of Agriculture on poli- 
cies and programs in the field of conservation, land use, and rural water supplies 
with special reference to the semiarid areas of the Sudan; a ground-water geologist 
will assist in exploring the ground-water potential and planning its development; 
an expert in rice production will follow up a preliminary survey made in 1955 on 
the expansion of rice production; a livestock expert will advise on the develop- 
ment of the Government’s livestock breeding program while another expert will 
assist in pasture improvement and conservation and in the establishment of pas- 
ture experimental centers. 

Following a preliminary survey of the Red Sea fisheries in 1955, a master fisher- 
man will be provided to advise on their further development. Further assistance 
for the advancement of educational facilities and standards will be given by 2 
experts, 1 in fundamental education and the other in low-cost audiovisual aids, 
who will help in the Government’s effort to extend to other selected areas of Sudan 
the experience which has been gained from an adult-education program operated 
during past years as a part of the Gezira irrigation development scheme. 

For the improvement of health conditions and administration, 6 experts will 
be provided in 1956: Two experts will continue assisting the Ministry of Health 
in the progressive eradication of malaria; and four experts will help in establishing 
a Tuberculosis Demonstration Training Center at Wad Medani in the Gezira 
area for training personnel in the curative, epidemiological as well as preventive 
and social aspects of tuberculosis. Provision has also been made for the award of 
one fellowship to enable a nurse tutor from the Khartoum Nursing School to 
further her studies abroad. 

Apart from the assistance to be provided under the expanded program, as de- 
scribed in the above paragraphs, the participating organizations have been re- 
quested to furnish 12 additional experts during 1956, the cost of whose services will 
be fully reimbursed by the Government. Of the 12 experts requested, 8 will be 
working in agricultural development projects, 2 in the improvement of transport 
and communications, and 2 in economic surveys and planning. They will work 
in close association with the experts provided under the expanded program. 


Sierra Leone 


The total technical assistance proposed for Sierra Leone in 1956 amounts to 
$59,862. The types of assistance included in the program are as follows: 


(1) Number of experts 
(2) Number of fellows 
(3) Estimated cost of equipment 


In the field of improvement of education facilities a teacher training team will 
assist in the organization and administration of teacher training institutions and 
teacher training methods and curricula. Two additional teachers in science 
teaching are to be included in the mission. 

To promote an epidemiological survey of yaws and other endemic diseases such 
as leprosy and other parasitic diseases, a team will oe the necessary data 
for the formulation of measures to improve health conditions. 
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Somaliland (British) 
The total technical assistance proposed for Somaliland (British) in 1956 amounts 
to $2,000. The types of assistance included in the program are as follows: 


(1) Number of experts 
(2) Number of fellows . 
(3) Estimated cost of equipment 


It is proposed to provide a fellowship in agricultural problems in semiarid 
countries. 


The Trust Territory of Somaliland under Italian administration 


At the time when the overall 1956 program was formulated and consolidated for 
submission to the Technical Assistance Committee for approval, the TAB had 
not received a formal program request for 1956 fer the Trust Territory of Soali- 
land from its administering authority. However, provision is made for projects 
continuing from 1955 into 1956 which amounts to $36,380. The types of assistance 
included in the program are as follows: 


(1) Number of experts 
(2) Number of fellows 
(3) Estimated cost of equipment $9, 000 


The main lines of work to be undertaken in the projects included in the 1956 

category I program for Italian Somaliland are described in the following para- 
yraphs. 
: Fate assistance for the advancement of educational facilities and stancards 
will be given by two experts: A fundamental education specialist will continue 
assisting the authority in the establishment and operation of a fundamental 
education center at Dinsor, an area where the population is seminomadic. The 
objects of this center are to initiate a program for the development of a rural 
community and to train fundamental education workers. The educational 
specialist sent to Somaliland in 1951 called attention to the need for providing 
educational facilities for nomads who form more than two-thirds of the population. 
In 1956 a nomad education expert will be provided to prepare a program of work 
and to initiate its operation in selected tribes. 

In the field of health, provision is made for one short-term consultant to assist 
the Government in conducting a malaria survey and in organizing a control pro- 
gram. Two fellowships will also be provided to enable the candidates to study 
environmental sanitation techniques. 


Tanganyika 


The total technical assistance proposed for Tanganyika in 1956 amounts to 
$126,500. The types of assistance included in the program are as follows: 


(2) .Niapahest cb fete i Pa i et Noe ee SE et 
(3) Estimated cost of equipment- ---- ---- 


The main lines of work to be undertaken in the projects included in the 1956 
category I program for Tanganyika are described in the following paragraphs: 

In the field of economic survey and planning a team of four geologists will be 
retained to assist the Government in making a survey of mineral resources and 
the best methods for their exploitation. A social and economic survey of housing 
will be carried out by an expert. 

In the field of agriculture, nine experts in land and water use, irrigation and 
hydrology, including photogrammetry, will assist in the development of the 
land and water resources of the Rufiji River Valley. 


Tunisia 


the total technical assistance proposed for Tunisia in 1956 amounts to $80,316. 
The types of assistance included in the program are as follows: 


(1) Number of experts. _-.._-..------- 12 
(2) Number of fellows , Se. 5 
(3) Estimated cost of equipment _- $7. 000 


The main lines of work to be undertaken in the projects included in the 1956 
category I program for Tunisia are described in the following paragraphs. 
: Assistance in agricultural development will be continued in 1956 by a team of 
« veterinarians and 1 consultant in the control of brucellosis. The work is being 
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carried out at the Pasteur Institute in Tunisia, where measures for immunizatioy 
against brucellosis are being developed. The experiments in progress have re. 
sulted in observations which are expected to be of practical significance in humap 
health and the control of animal diseases, especially in parts of the world where 
brucellosis occurs. 

Further assistance to the improvement of health conditions and administration 
will be given by a team of 9 experts in 1956: 3 consultants will assist the Govern- 
ment in developing its tuberculosis control program, including the establishment 
of a demonstration project in the region of Sfax; a bacteriologist and 3 specialists 
will continue assisting the control of seasonal conjunctivities by giving mass 
treatment and through health education; and 2 nurse educators will continue to 
develop and strengthen basic nursing education and will also help in establishing 
the school of nursing in Tunis as a demonstration center for expanding training 
facilities in other regions. Provision has also been made for the award of five 
fellowships in tuberculosis and endemo-epidemic diseases control and nursing 
education during 1956. 


Uganda 


The total technical assistance proposed for Uganda in 1956 amounts to $33,134. 
The types of assistance included in the program are as follows: 


(1) Number of experts. , fake ater 6 
(2) Number of fellows - ] 
(3) Estimated cost of equipment ‘ oeatena) ee ee 


To develop agriculture, a survey of Uganda’s inland fisheries will be carried out. 
In the field of health, a survey will be made to determine the major venereal 
diseases and to assess the social faetors which aid their dissemination. Based 
upon the survey, a VD control program will be initiated by the Government. 


Mrs. Botron. May I ask if the United Nations is assisting in the 
training of doctors, nurses, midwives, technicians and so on? Do 
vou have training programs in that? 

Mr. Witcox. Yes, this is a part of the program. 

In Africa, for example, we show under each country the number of 
experts being sent and the number of fellows being taken care of 
under the fellows. The number of fellows relate to the people who 
go abroad for study in the field of medicine. 

Mrs. Boiron. But in the area. Are they not giving assistance 
through schools of nursing or schools of medicine? 

Mr. Witcox. Yes, there are centers established in the area, where 
people are trained locally to handle health problems. 

Mrs. Botton. May I have such a list? 

Mr. Witcox. That is part of the statement I have just submitted. 

Mrs. Botton. I assume in all these years we have made it very 
clear that we hope that the United States aid is understood as United 
States aid, out there. That is not confused with other people, when 
we contribute. They know we are part of the United Nations plans 
in the different countries where we are? rs 

Mr. Wiucox. I think that is true, Mrs. Bolton. Of course, it 1s 
difficult when a U. N. expert goes into a country, it is rather difficult 
to keep reminding the countries that we are paying half his expenses 
and so on. 

Mrs. Botron. I don’t mean that, but there could be, even at the 
beginning of a study, a broadcast, a publicity thing to the effect that 
“Here are the countries represented by this help that is being given 
by the United Nations in which all these different countries share. 

Would that be a possibility, or is that impractical? 

Mr. Wiucox. The extent to which that can be done is limited since 
it is a multilateral program. 
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I think, though, all the countries who are interested in this program 
and who attend the pledging conference and participate, know full 
well that the bulk of the funds come from the United States. 

I don’t know the extent to which we could, in the field, publicize 
that. I think our own information services can and I think that it 
does get around, certainly. 1 am somewhat concerned as to how much 
we can do to blow our own horn. 

Mrs. Bouron. I agree with you there. I am not critical of this at 
all. I am just really asking. J was so fascinated with some of the 
things the countries are doing, like Belgium, the Pasteur Institute in 
Dakar, with the serums they are producing constantly which will 
eventually win the battle against disease. Of course, it is largely a 
question of finance. 

Thank you very much, Mr. Chairman. 

Chairman Ricuarps. Mrs. Church. 

Mrs. Cuurcn. I would like to say that in many areas of the world 
where I have been, you are doing a magnificent piece of work. 

My first question deals with your budget difficulties if you have any. 
I am one of those most interested in trying to get a parallel basis 
between our fiscal year and the U. N. fiscal year. 4 

I noticed on page 5 of your report, in considering the 18 months’ 
appropriation for which I was glad to speak last spring on the floor 
of the House, that you point out the fact that the calendar appropria- 
tion for the fiscal year 1956 from other governments amounted to 
$14.5, calling for a United States contribution of the same amount. 

I am just asking for information: what happens if we appropriate 
as we did, $15.5 million, and only $14.5 million can be claimed under 
the 50-percent limitation? How soon in the year do you know that 
such curtailment is coming, and have you budgeted with the idea that 
you will spend the million dollars if you can get it? How can you 
possibly plan? 

Mr. Wixcox. Well, it is a little difficult to know in advance, 
because sometimes a country may not pledge until the end of the 
calendar year, or approximately that. For instance, right now there 
are only 10 members out of the 76 in the United Nations who have not 
contributed to the budget. Of those 10, 9 are among the new group 
of 16. that eame in, in December. That means that prior to last fall, 
only ene country im the United Nations was net contributing to the 
program. Now, the entry of these new countries does raise a question. 
I don’t know how many of them will be contributing, but certainly 
we shall not go beyond the percentage which the Congress has stipu- 
lated for us and I don’t know whether all of the funds that we have 
available will be matched. We hope they will, anc we think they will. 

Mrs. Cuurcu. Now, what happens to your work, if you find that 
you have to cut down below your estimate? Isn’t the loss of $1 
million a considerable amount out of a total budget of $28 million or 
$29 million? 

_Mr. Wixcox. Yes; it is, but they have to make the best of it, and 
like all Government agencies, projects in lower priorities are cut 
insofar as a reduction is Necessary. 

But, if you look at. the allocation among the countries, there are a 
great Many countries receiving aid and it is not an easy thing to go 
through and lop off programs. Of course, if we don’t get all the 
money, that will have to be done. 
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Mrs. Cuurcn. You have no suggestion as to how to do away with 
that particular evil? 

Mr. Witcox. No; I haven’t. The situation financially is in much 
better condition than it was before when the United Nations was com- 
pelled to plan a year’s program without knowing whether they were 
going to get at least half of their budget. I am very grateful to the 
House Foreign Affairs Committee and to the Senate Foreign Relations 
Committee and to the Congress generally, for getting that problem 
straightened out for us last fall, because it really put the adminis- 
trator of the technical assistance program in an extremely difficult 
position. It was very much as though you would tell a university 
president that he had to plan his whole year’s program without know- 
ing how much money he was going to have to pay his faculty, to heat 
the buildings, and to do the other things that a university president 
has to do. 

Mrs. Cuurcu. One final question, Dr. Wilcox. 

Are you ever in a position of having to take back a promise you 
have made because of lack of funds at the end of the year? 

Mr. Witcox. I think not because I think it is understood at the 
beginning, when these projects are planned and-the plans are formu- 
lated—it is based on the assumption that the money will be forth- 
coming. Should some of it not be forthcoming, the countries who are 
participating would understand that. 

As I pointed out, I think before you came in, the collection rate has 
been very, very high, the highest, I think; of any of the United Na- 
tions voluntary programs. There has been little occasion to cancel 
programs that have been planned for the coming year. 

Mrs. Cuurcu. In your opinion, would it be better to do more 
through the United Nations and less bilaterally? 

Mr. Witcox. I referred to the very excellent report which two of 
your members submitted to the Congress this year, on their work in 
the 10th General Assembly. 

Mrs. Cuurcu. I have read that report. 

Mr. Witcox. I was going to read it with approval, which would 
indicate that I subscribe to the thesis that Mr. Hays and Mr. Merrow 
so well set forth in their report. I feel both bilateral and multilateral 
programs are good and desirable. I myself would like to, as the 
United Nations grows in its capacity to carry out these programs 
effectively, I should like to shift, slightly, the burden and give to 
them the responsibility that they demonstrate they merit. That 
means gradually I should like to transfer a little responsibility. 

Mrs. Cuurcu. I did not mean to preclude your reading the report 
into the record and I would like to move, Mr. Chairman, that the 
statement by our two members on this subject be put into the record 
at the appropriate place. 

Mr. Wiucox. I would really like to have it in the record. I think 
it is a good statement. 

Chairman Ricwarps. You quoted that in your statement that was 
placed in the record, didn’t you? 

Mr. Witcox. I quoted it with approval but there are 2 or 3 para- 
graphs that might very well go into the record at this point. On 
page 4 of the report which I referred to. 

Chairman Ricnarps. What paragraphs on page 4? 
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Mr. Vorys. We have this wonderful buildup on those paragraphs. 
Why don’t we all hear them? I, of course, know their report by 
heart, but some of the members may not. 

Mr. Chairman, I would like to sound a slightly sour note. I want 
to join in the approval of the way Dr. Wilcox has brought his report 
here, but in looking over the contributions of other countries, the 
United Nations expanded program of technical assistance hasn’t 
expanded very much. The expansion we need should be taking 
place in the contributions of other countries. [ think we are doing 
plenty, but I find the whole expansion in the last couple of years is 
covered by increases in the United States and the British con- 
tributions; some of the others have gone downhill, and a whole lot 
of them, just aren’t domg what they should at all, it seems to me. 
| believe what is needed more than anything else in the expanded 
program of technical assistance is that other nations should expand 
their contributions so that we have something more than the trifling 
expansion that has taken place in the past 4 years. 

I think from my own experience in the U. N., and elsewhere, that 
the new nations and some of the so-called underdeveloped nations 
have a strong idea of their own independence but not much of an idea 
of their interdependence, and the fact that they ought to come in on 
this and they ought to contribute. They may not be able to con- 
tribute in hard currencies, but they can come in on it. The expansion 
that is needed is the expansion by the 71 others, rather than by us. 
It isn’t a matter of dollars, because I would be happy to see more of 
our technical assistance flowing into and going through the United 
Nations program. 

I am not deeply concerned that we contribute 50 percent and have 
13 percent of the technicians. 

1 think that if other countries can furnish technicians, that is all 
right, but they are not furnishing enough money for this program. 
It is not expanding nearly fast enough when you consider the expan- 
sion in membership, the expansion in economic development, the 
expansion in income of countries besides our own. 

I think leadership involves urging others concerning their duties, 
even though they merely prefer to be on the receiving end. It may 
not make us popular, but leaders can’t be popular all the time. I 
think we need to have this expansion and the expansion should take 
place among the other members who are not bearing their weight of 
the load, based on a number of different ways of measuring it. 

Thank you. 

Mr. Witcox. Mr. Vorys, that may have been a sour note, but I 
agree with it completely. I would say just two things in reply to it. 
One, since the program began in 1950, we have reduced our contr'- 
bution from 60 to 50 percent. We now have it at the 50 percent level 
and the other countries have correspondingly taken up the slack. 

The second point that I would make is completely in harmony with 
what you said. I think one of the greatest things we have to do in the 
United Nations to protect the so-called voluntary programs is to 
instill in the members of the United Nations a feeling of responsibility 
for the suecess of these programs, even though they cannot perhaps 
see the immediate and direct effect upon themselves. 

For example, the Korean program —the reconstruction. of Korea-- 
admittedly was not contributed to by some of the members of the 
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United Nations. They are reluctant to help with the Palestine ref ugee 
program as much as they ought to. 

This is one of the most popular programs, the technical assistance 
program, but I do feel we should strive in every way possible to 
encourage among members’of the U. N. a’greater feeling of*responsi- 
bility for the success of these programs which are part and parcel of 
the United Nations system. 

Chairman Ricuarps. Mr. Hays was one of the two very able 
representatives of the Congress who were delegates to the U. N. 
last year and I believe he may have a question. 

Mr. Hays of Arkansas. 

Mr. Hays of Arkansas. As far as the personal allusions and dis- 
paragements are concerned, I will go into those later and not impose 
upon the witness. 

As to the cloud riding, I was in fact on a cloud for one moment—and 
that isn’t bad, once in 3 months. That was on the day we announced, 
with your authorization, the contribution of the United States of 
$15.5 million to this program. It put us all on a cloud. Even the 
conservative businessman from Baltimore, I think, was on a cloud 
that day, and the other members of the delegation because United 
States prestige was greatly boosted by that. It became a sort of 
symbol of unity and we were exerting leadership. That is: the only 
time that I remember being on a cloud during the U. N. General 
Assembly sessions. 

I won’t expect my beloved chairman to quit making that reference. 
I only feel this committee is like the United States Army; it needs 
reconnaissance, and I am going to supply it. 

Mr. Chairman, I agree with Mr. Vorys that we need to keep urging 
the other countries to expand their contribution to the program. 

There ar2 so many things, however, that cannot be done bilaterally, 
and I agree with Mr. Wiicox that we must proceed to work on both. 
They are not mutually exclusive. They must parallel each oth>r, and 
I think the committee feels that way about it. 

It is not a perfect analogy but it is to some extent like a community 
chest. The corporation in.a community chest’ meeting*announces an 
increased gift to the community chest and gets credit throughout the 
city for wide participation. They don’t. abandon their private and 
individual charities, but they give substantially through the com- 
munity chest. They don’t cease looking after certain situations bi- 
laterally you might say, but they get actually more credit for that 
big community chest gift than they do for the work down on the east 
side of the city, or the west side, where the need is, where it is done 
without community auspices—outside of community auspices. 

It seems if we are thinking exclusively in terms of credit—and we 
aren’t—we would still have that fact to recommend some further par- 
ticipation in the multilateral program. } 

Now, that idea guided Mr. Merrow and myself. I would like the 
record to show, Dr. Wilcox, that our views on multilateral aid did not 
get into the letter on emphasis on economic aid that we wrote to Mr. 
Dulles but they were discussed at the U. N. Now the multilateral 
observations which Mr. Merrow and I took personal responsibility for 
after we got back here, were also rather generally approved by the 
delegation. I just want to bring that out. We didn’t seek unanimity 
on that, nor did we think it was time to give it the same publicity, but 
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I believe that there was considerable support for the multilateral idea 
by the noncongressional members of the U. N. delegation. 

Now, one other observation and it is on .the other side. I don’t 
want to be too lyrical about the U. N. program. I mean we are not 
going to do a good job unless we recognize we have had some obstruc- 
tions and some difficulties. I wish we could get better coordination 
in the U. N. itself. There are two U.N. technical assistance agencic’s 
right now. You have a technical assistance board and a technicil 
assistance administration. You refer to the technical assistance pro- 
cram and then the expanded program and each seems to be fairly 
autonomous. 

I trust the State Department is continuing to work on that matter 
of pulling the two together. 

Mr. Wiucox. Yes, sir; we are doing everything we can to bring 
about the kind of coordination which we think will be helpful to the 
program. 

There are, of course, other countries who are members and on the 
forees that are involved, but we are using our influence to try to bring 
about the kind of cooperation and coordination which we think wiil 
be beneficial. 

Mr. Hays of Arkansas. There are a lot of things that don’t get 
attention, like the sending of the experts from Iceland where they 
have those wonderful thermal waters, similar to Hot Springs, Ark.-- 
chamber of commerce footrote—they are sending those experts under 
the auspices of the U. N. technical assistance, from Iceland down to 
Santa Lucia, in the West Indies—to help them use the thermal waters 
they have that are not used for power production and other uses. 

Now, that is very simple, but it is a rather interesting illustratio:. 
of what U. N. technical assistance does. That is real cooperatioli, 
because Iceland, a little country with few resources, doesn’t have a 
chance to contribute substantially to world well-being and wouldn’t 
have had a chance except for the U. N. 

Mr. Wiicox. That is one of the advantages of the multilateral 
program. You can draw upon resources of many countries for your 
experts instead of having to confine it to the United States. 

Chairman Ricwarps. By the way, Mr. Hays, that was a very 
splendid report you and Mr. Merrow got up. 

Did Randall Hearn see that? 

Mr. Hays of Arkansas. Randall Hearn has learned to read and we 
sent him a copy. 

Chairman Ricnarps. Few of us know who you are talking about. 
Tell us who Randall Hearn is. 

Mr. Hays of Arkansas. Mr. Chairman, I haven’t felt as important, 
in a long time, as this morning. The chairman is giving me lots of 
attention. I think it is because he knows next year he will be gone 
and he can’t needle me. 

Randall Hearn was the old man standing in front of his cabin in 
the Ozarks when my father was a census enumerator in 1900. 

He said, “I am taking the census, sir, and I need some information.” 
He said, “What is your name?” 

Hearn: “Randall Hearn.” 

My father said, “(How do you spell it?” 

“Spell it yourself, stranger. I am a nonscholar.”’ 

Chairman Ricuarps. Mr. Jarman. 
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Mr. JarMan. Once recruited, Doctor, how much difficulty are yoy 
having in holding the technicians in this long-range program? _ 

Mr. Witcox. That is another problem that is giving the adminis. 
trators some trouble. In the first place it is not easy to find a person 
with the language qualifications and expertise that you need who is 
willing to go to the backward country that needs the help. In the 
second place, if he does go, and if he has a family, particularly, he js 
not inclined to want to stay very long. 

So when we look ahead and view the problems and prospects for 
the next 10 or 20 years, this will be one of our big problems: How to 
find enough qualified experts who will be willing to go to these areas. 

One of the things we are concerned about is the training of enough 
competent Americans with language qualifications and the other 
qualifications, so that we can increase our technicians under the 
program. 

Mr. JARMAN. Then you are having difficulty in recruiting them in 
the first place and once recruited, in keeping them in the program? 

Mr. Writcox. Yes. We have only about 13 percent of the total 
experts in this program coming from the United States. Since we 
contribute 50 percent of the funds, I personally would like to see more 
experts from our country, but there are so many opportunities in the 
business world that it is very, very difficult to get people to make the 
sacrifices involved in this kind of program. 

Mr. JaArMAN. Is the pay scale comparable under the U. N. program, 
in comparison with our own national technical assistance program? 

Mr. Witcox. I don’t have the exact figures with me but it is about 
the same. There are perhaps some advantages in terms of allowances 
and so on, on the United States side of the ledger, but we are studying 
the whole problem with the thought that perhaps some adjustments 
can be made and perhaps some attractions be added so that we can 
get more people to do this kind of work. 

Mr. JARMAN. Thank you very much. 

Mr. Vorys. Mr. Chairman, on that matter of personnel—I don't 
know whether you still face what you might call an international 
patronage problem. Many countries would say, “We belong to the 
U. N. and we contribute something to the expanded program, and 
we want one of our boys as an expert. He went through our best 
college and there isn’t anybody in the world who is entitled to say 
that he isn’t an expert in this field.” 

Do you still wrestle with that human problem, at times? 

Mr. Witcox. Yes, sir; we do, but we have a greater problem in that 
there simply aren’t enough really qualified Americans who would like 
to do this sort of thing. We have jobs that we could give them if we 
could find the qualified people. 

Mr. Vorys. Lam not talking about Americans. I am talking about 
other countries who naturally are pushing to get one or more of their 
nationals into the program, and who have the experience that some- 
body from their country says, “I want to get a job with the U.N. 
Technical Assistance.” Thus you have the problems that go with 
patronage. 

Mr. Witcox. Yes, that is very true. We do face that problem 10 
all of the specialized agencies as well as in the United Nations, proper. 

Mr. Vorys. I would like to say concerning that problem that 
patronage pressure is not an unmitigated evil. I don’t think the 
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United States knows everything about everything, and I think there 
are a lot of brains and character in other countries. Those pressures 
may help you to search out and find qualified people where otherwise 
you might not do it. The more the merrier, in a way. The more 
countries who are participating by sending qualified nationals to other 
countries to help, the better it is for the expansion of the program. 

Mr. Wixcox. I would certainly agree with that. 

Chairman RicHarps. Mrs. Bolton. 

Mrs. Bourton. I shall postpone my question, Mr. Chairman. 

Chairman Ricnarps. Thank you, Doctor. We appreciate your 
testimony very much. 

We will now hear Mr. Christopher Phillips, Deputy Assistant 
Secretary of State for International Organization Affairs, who will 
testify on the refugee program. 

Have a seat, Mr. Phillips. We will be glad to hear from you, sir. 


STATEMENT BY CHRISTOPHER H. PHILLIPS, DEPUTY ASSISTANT 
SECRETARY OF STATE FOR INTERNATIONAL ORGANIZATION 
AFFAIRS 


Mr. Putuurps. I would like to try to assist the committee by being 
as brief as possible. Perhaps in that connection I could submit for 
the record a statement on the United Nations Refugee Fund, and then 
just say a few words briefly about the program. 

Chairman Ricwarps. Without objection that statement will be 
placed in the record at this point. 

(The prepared statement of Mr. Phillips follows:) 


This is testimony in support of the request for an authorization to continue 
United States participation in the United Nations Refugee Fund, which is admin- 
istered by the High Commissioner for Refugees. It will, I am sure, be of interest 
to the committee to know that the High Commissioner’s Office last fall received 
the 1954 Nobel peace prize in recognition of its devoted and effective service 
on behalf of refugees. 

The United Nations High Commissioner’s program represents 1 arm of a well- 
coordinated 3-pronged attack on the refugee problem in Europe. The other two 
are the Intergovernmental Committee for European Migration, which is primarily 
concerned with moving migrants, and the United States escapee program, which 
advances certain political, security, and humanitarian objectives of the United 
States. Each program concentrates on a special area of the refugee and migrant 
problem and together they bring to bear the varied resources and talents required 
to meet the complex problem of the unabsorbed populations of Europe. 

We are requesting a new authorization of $2.3 million as a United States 
contribution to UNREF for the 18-month period beginning January 1, 1956. 
It is proposed that $1.5 million be used as a contribution for the 1956 calendar 
year program and $800,000 as a contribution towards the first half of the 1957 
calendar year program. 

The U. N. Refugee Fund, like other U. N. voluntary programs, operates on a 
calendar year basis. This request for an 18-month period rather than for a year 
will enable the United States to make a definite pledge at the UNREF pledging 
conference in November 1956 to cover the first 6 months of the calendar year 
1957 program. It will greatly facilitate advance program planning by the High 
Commissioner and will have the effect of encouraging contributions from other 
governments. 

The 1956 UNREF target total is $4.4 million. Added to this are certain 1955 
projects amounting to $1.2 million which were unimplemented in 1955 due to 
insufficient funds. The total effective target for 1956, therefore, is approximately 
59.6 million. 

Last year other governments contributed slightly over $2 million to the High 
Commissioner’s program. On the basis of a one-third ratio to the combined 
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contribution, the United States contribution amounted to $1,006,000 out of an 
appropriation of $1,200,000. 

Inasmuch as the High Commissioner’s program did not get underway until 
the last half of 1955 we feel that this was a creditable showing. We are encouraged 
by the number of countries which have already contributed to the program and 
by the results achieved in the short time it has been operative. As already 
indicated, however, the total program for 1956 includes a carryover of unimple- 
mented projects from the 1955 calendar year program. We, therefore, propose 
to apply the $194,000 balance of the 1956 fiscal year appropriation to this 
unimplemented portion of the 1955 calendar year program. 

You will recall that this permanent solutions program was planned as a 4-year 
undertaking with a target program of $16 million. We felt that the United States 
contribution toward that total should approximate one-third. 

During the first few months of the program we have, of course, gained experi- 
ence which we hope will be put to good use during the remaining years. One of the 
biggest problems facing the High Commissioner’s program is the disposition of the 
so-called difficult-case refugees. By this I mean old people, people with chronic 
illnesses, and others whose only possible solution is institutionalization of some 
kind. 

From an economic point of view these people are unproductive and a drain on 
the economy of any country in which they live. For this reason, we have been 
heartened by the generosity of several small countries, including the Netherlands, 
Sweden, Denmark, Norway, Switzerland, and Ireland, which have been taking 
difficult cases in increasing numbers and which plan to continue doing so in the 
future. 

In addition to providing institutional care for the difficult cases, most of these 
small countries are also making financial contributions to the central account of 
UNREF. We feel that the money these governments are expending directly on 
behalf of difficult cases to provide institutional care is a vitally important contri- 
bution to the High Commissioner’s program. We believe that the United States 
contribution should be used in part to encourage such activity. One such means 
of encouragement would be to consider the costs undertaken by these govern- 
ments on behalf of the difficult-case refugees as a valid financial contribution to the 
total program. 

We, therefore, propese that such contributions be taken into account in deter- 
mining the amount of money the United States contributes within the limitations 
imposed by the annual appropriation and the one-third ratio of the United States 
to total government contributions. 

A few words about the background of UNREF and a brief report of its activities 
during 1955 may be of interest to the committee. 

The program came into being as a result of a General Assembly resolution of 
October 1954. The resolution approved a 4-year effort by the United Nations 
High Commissioner to find permanent solutions to the problems posed by some 
300,000 unassimilated refugees, mostly in Austria, Germany, Italy, and Greece. 
Some 66,000 of these still live in camps, many of them under wretched conditions. 
A solution to their problem is a high priority of the High Commissioner’s program. 

A United Nations refugee fund was established to consist of voluntary contribu- 
tions from governments and from private sources. A 20-member Executive Com- 
mittee, on which the United States sits, was established to provide policy direction 
to the High Commissioner and to review and approve proposed programs. The 
20 members of the Executive Committee are all governments which abhor the 
tyranny of communism, Neither the U. 8.8. R, nor any other Communist country) 
is on the Committee. They cannot be members because the established criterion 
for membership is a ‘(demonstrated interest in and devotion to the solution of the 
refugee problem.”’ 

This is called a permanent solutions program because its major objective is to 
integrate refugees into the countries in which they now reside—to make them 
useful and productive members of society and to rekindle hope in their futures. 
It is a self-help program, and international funds are combined with local funds to 

rovide the small assistance necessary to give a start to the refugee on the road to 
coming a self-supporting and self-respecting human being. The program also 
provides for permanent institutional care for difficult cases. 

Finally, it provides limited emergency assistance for certain refugees, mostly 
in the Middle East and China, who without such aid, face the prospect of starva- 
tion, or death by disease. : 

Most of the actual operation of the High Commissioner’s program is carried 
out by voluntary agencies such as the National Catholic Welfare Conference, the 
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World Council of Churches, the Lutheran World Service, the American Joint 
Distribution Committee, and the American Friends Service Committee. 

Projects are drawn up in collaboration between these agencies, the countries 
of asylum, and the High Commissioner’s Office. They are then submitted to the 
Executive Committee for approval. Such projects include a wide variety of 
permanent solutions for refugees, some, for example, provide vocational training 
courses to refresh old skills or develop new ones. Others provide loans for families 
with agricultural skills to help settle them on farms. 

Through the use of revoiving funds, grants and loans are made available to 
qualified tradesmen and craftsmen to enable them to rent workshops, to buy 
materials, and establish themselves locally. Employment counseling is provided 
to assist the refugee to find employment opportunities, and housing projects are 
undertaken in aréas where employment opportunities exist, but where housing is 
unavailable. 

During the 6 months ending December 31, 1955, when the UNREF program 
was in actual operation, a total amount of $3,134,916 was allocated to benefit an 
estimated 23,409 refugees. Of this number, 16,100 were assisted by the various 
permanent solutions projects, 6,400 received emergency assistance,gand 909 
“difficult cases’’ were placed in institutions. 

In addition to the $2 million contributed by 20 other governments to the 1955 
UNREF program, the peopie of Holland in a national campaign raised $750,000 
as a private contribution to the fund. These sums do not include contributions 
of other countries in providing for the permanent maintenance and care of difficult 
cases admitted to their territories. 

Continued United States support for this international effort on behalf of these 
unassimilated refugees is important for political and humanitarian reasons. It is 
an effective way of helping to blunt the current Soviet redefection campaign 
which seeks to discourage future defections from behind the Iron Curtain and to 
persuade those who have defected to return home. This campaign is particularly 
aimed at the hard-core residual group to which the High Commissioner’s program 
directs its major efforts. 

Our support of this program is perhaps even more important for humanitarian 
reasons. he American people have never been indifferent to human suffering. 
Our strength lies in the practice of our moral principles. We cannot ignore the 
continued plight of these human beings, victims of political and religious perse- 
cution, who have turned to the free world for asylum. After nearly 10 years of 
marginal existence, many are beginning to despair. The successful termination 
of this situation is an obligation of western civilization to which we must continue 
to contribute our full share. 


Mr. Puruurps. This is testimony on the program conducted by the 
United Nations High Commissioner for Refugees, sometimes known 
as UNREF. 

I think it is interesting to note that since we first testified on this 
matter before your committee a year ago, the High Commissioner’s 
Office has received the 1954 Nobel Peace Prize in recognition of his 
devoted and effective service on behalf of refugees. 

Mrs. Botton. Who is the High Commissioner? 

Mr. Puttiips. Dr. van Hoeven Goedhart of Holland. 

This is 1 of 3 well coordinated programs in which the United 
States participates, to try to find a solution to the unassimilated 
refugee problem in Europe. 

Two of these programs you will hear about later. One of them I 
believe no longer receives annual authorizations. That is the Inter- 
governmental Committee for European Migration, but later today 
you will hear a witness on the United States escapee program. 

Now each of these 3 programs concentrates on a special area of the 
refugee and migrant problem, mainly in 4 countries of Europe; 
Austria, Germany, Italy, and Greece. 

ICEM is primarily concerned with moving surplus populations out 
of these countries into underpopulated countries. 
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The High Commissioner’s program is concerned primarily with the 
local integration of refugees. ere are approximately 240,000 who 
remain a major problem. 

Within this group the High Commissioner focuses primary atten- 
tion on the problem of the refugees in camps. There are still some 
60,000 of these unfortunate people who have lived in camps up to 8, 
9, and 10 years. 

Mrs. Bourton. Is that in Europe? 

Mr. Puruurps. This is in Europe; yes. 

Mr. Gorpon. Mr. Chairman, may I ask a question at this point? 

Chairman Ricuarps. Mr. Gordon. 

Mr. Gorpon. Do the displaced persons come into that program, 
too? 

Mr. Puiturps. The displaced persons program was a separate pro- 
gram and it is not the concern of the High Commissioner’s program. 

Mr. Chairman, I would like to remind you that this is fundamentally 
a self-help program. International and local funds are combined to 
give the small assistance the refugee needs to get him on the road to 
being a self-supporting and self-respecting human being. 

In addition to that, it provides certain institutional care for so- 
called difficult cases. These are people who are old and disabled and 
otherwise unable to lead constructive, economically useful lives. It 
also provides a certain amount of emergency assistance for refugees, 
mostly in the Middle East and some Europeans in China, who with- 
out such assistance would almost surely face starvation. 

The program began officially on January 1, 1955. It didn’t really 
start operating until the last 6 months of 1955, however, due to a 
delay in funds being made available. Therefore, we are really looking 
at results which occurred during the last 6 months of 1955. 

During that period, a total of $3,135,000 was allocated to benefit 
an estimated 23,500 refugees. 

Now this included the local integration projects, it included institu- 
tionalization of difficult cases, and it also Cibodaa a small amount of 
emergency assistance. 

That, we feel, was not a bad showing for the relatively short period 
of time involved. It was nevertheless a little short of the target that 
had been set by the High Commissioner in collaboration with his 
advisory committee. The target total for the 1956 program is 
$4,400,000. 

In addition to that, there is a sum of $1.2 million which represents 
unimplemented 1955 projects. This was the shortfall in the 1955 
Perera; projects not implemented due to insufficient funds in 1955. 

herefore, the total effective target for 1956 is $5.6 million. 

I mention these figures because they are necessary to understand 
the request we are making for a new authorization in fiscal year 1957. 

We are asking for a new authorization of $2.3 million for the 18- 
month period beginning January 1, 1956. We propose that $1.5 
million of that sum be used as the United States contribution for the 
1956 calendar year program; $800,000 of the $2.3 million would be 
available as a United States contribution for the first 6 months of the 
calendar year 1957. We would also like to be able to apply the 
$194,000 balance of the 1956 fiscal year apporpriation against the 
unimplemented 1955 projects, which, as I said, amount to approxi- 
mately $1.2 million. 
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As Dr. Wilcox said in connection with the technical assistance 
program, the High Commissioner’s program also operates on a calendar 
vear basis. Therefore, authorization of these funds for an 18-month 
period will do a great deal to facilitate advance program planning 
and to encourage other governments to make their commitments at 
an earlier stage. 

Also in connection with this program there is a pledging conference 
which takes place in November of the year preceding the next calendar 
year program. 

’ During the first year’s operation of this program, we have as might 
be expected, learned a good deal. We have gained useful experience 
and in that connection I would like to comment briefly. 

As a result of this experience, we feel that we need a little greater 
flexibility in determining the basis on which the United States contri- 
bution is made. At the present time we make a contribution which 
represents approximately one-third of total government contributions 
to the UNREF fund. One of the big problems which faces the High 
Commissioner’s program in the disposition of the so-called difficult- 
case refugees. As I said, these are the old people, the people with 
chronic illnesses and so forth, those whose only real solution is some 
kind of institutionalization. For this reason, we have been greatly 
heartened by the generosity of some of the smaller countries participat- 
ing in the program, including the Netherlands, Sweden, Denmark, 
Norway, Switzerland, and Ireland. These countries have been taking 
difficult cases into their own institutions in increasing numbers, and 
they plan to continue doing so during the course of this program. 

In addition to providing institutional care for the difficult cases, 
most of these smaller countries are also making financial contributions 
to the central account of the program. 

We feel that the money these governments are expending directly 
on behalf of difficult cases, to provide this institutional care, is a vitally 
important contribution to the High Commissioner’s program. We 
believe, therefore, that the United States contribution should be used 
in part to encourage this kind of activity. 

One means of such encouragement would be to consider the costs 
undertaken by these governments on behalf of the difficult cases, as 
a valid contribution to the total program. I would therefore pro- 
pose that this kind of contribution be taken into account in deter- 
mining the amount of money the United States contributes within 
the limitations imposed by the annual appropriation, and, of course, 
the one-third ratio of the United States to total government con- 
tributions. 

Now Mr. Chairman, I shall take no longer. I know that your 
committee would like to expedite the hearings. I would be happy 
to answer any questions which you or the members may have. 

Chairman Ricuarps. Are there any questions on the refugee 
program? 

Thank you, sir. 

Mr. Paituirs. May I submit, Mr. Chairman, one table which 
might be helpful, giving the number and location of the refugees as 
of January 1, 1955, and January 1, 1956? 

Chairman Ricnarps. You may place that in the record. 

Mr. Vorys. I would like to see it, now. 
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Chairman Ricuarps. How long is it? 
Mr. Puiuurrs. It is a very brief table, Mr. Chairman. 
(The table referred to is as follows:) 


Number and distribution of unassimilated refugees 





| Total number of refugees Number of refugees in camps 
Country } | | 
As at As at As at As at 
Jan. 1, 1955 | Jan. 1, 19861] Ch8M€ | Jani, 1955 | Jan. 1, 19561 | Change 


107, 000 —29, 740 
1, 000 —2, 700 
40, 000 —3, 000 
97, 000 —18, 200 
7, 800 
19, 000 
200 
14, 000 





3 237, 260 | —61, 740 


1 Provisional estimates. 


3 Egypt, Iran, Jordan, Lebanon, Syria, and Turkey. Nansen refugees of Armenian and Assyrian origin 
are excluded. 


3 Not including new arrivals during 1955 estimated at 6,740 of whom an estimated 4,900 are in camps. 


Chairman Ricuarps. | would like to say before Dr. Eliot testifies 
that we will have a meeting tomorrow morning and possibly tomorrow 
afternoon depending on the program on the floor. 

Mrs. Boiron. Will we meet at 10 o’clock? If we call the meeting 
for 10, we will get started at 10:30 instead of starting at 11, which 
does not give us any time at all. 

Chairman Ricuarps. We are under considerable pressure of time. 

Thank you, sir. 

We will hear Dr. Martha Eliot, Chief of the Children’s Bureau, 
Department of Health, Education, and Welfare. 


STATEMENT OF DR. MARTHA ELIOT, UNITED STATES REPRE- 
SENTATIVE, UNICEF EXECUTIVE BOARD 


Dr. Exiotr. Mr. Chairman, I have a statement which I would like to 
submit to you for the record. I will not undertake to read it but 
would like to comment on some of the points that are taken up in it. 

Chairman Ricuarps. Dr. Eliot’s general statement will be placed 
in the record at this point. 

(The general statement referred to follows: ) 


STraTeMENT OF Dr. Mantua Exiot, Unirep States REPRESENTATIVE ON THE 
UNICEF Executive Boarp 


It is a pleasure, Mr. Chairman, for me to appear before this committee again 
to soporte to you on the continuing achievements of the United Nations Children’s 
Fund, in connection with the request of $10 million for a contribution to the 
calendar year 1957 program of the fund. 

This year marks the 10th anniversary of the United Nations Children’s Fund, 
which is known throughout the world by the familiar symbols UNICEF. Not 
only has UNICEF made a valuable contribution toward the improvement of 
health and welfare services of children during this 10-year period, but it has been 
one of the most effective means of bringing about international cooperation and 
understanding among freedom-loving peoples everywhere. ; 

The tangible benefits which this humanitarian program has brought to millions 
of needy children and families have demonstrated that many of the more fortunate 
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peoples of the world, often in far distant countries, are interested in helping the 
jess fortunate improve their conditions. 

Originally established as an emergency operation to help meet the terrible 
conditions of hunger and want among children in Europe following World War II, 
UNICEF has devoted practically its entire resources in recent years to assisting 
the less advanced countries in Asia, Afriea, and Latin America in the development 
of permanent child health and welfare services and in the control and eradication 
of debilitating diseases. 

UNICEF is strictly a voluntary program. No government is obligated to 
contribute to it. Yet, despite the fact that UNICEF dropped its emergency 
charaeter several years ago, support for the program has grown steadily both in 
the number of nations contributing and in the amounts pledged. In 1951, for 
example, 35 countries contributed $10,400,000. For 1955, 71 countries pledged 
approximately $15% million, This is eloquent testimony to the soundness of its 
conception and the success of its operation. 

The United States can be proud of the leading role that it played in the estab- 
lishment of UNICEF and of the generous assistance it has given to the fund since 
its inception. From 1946 through 1955 this Government contributed a total of 
$114,531,000. In addition, in accordance with last year’s authorization and 
appropriation for an 18-month period, the United States has pledged another 
$9,700,000 for 1956. Other governments, which have increased their contribu- 
tions to the program by 122 percent between 1952 and 1955, are to be commended, 
too. 

As a result, the United States has been able to reduce the percentage of its 
contribution from a maximum of 72 percent in 1952 and prior years, to 57.5 
percent in 1956, while at the same time total funds available to the program have 
increased. This is a healthy situation, for it indicates that the program is truly 
a multilateral one enjoying wide support. 

An additional reduction in the United States percentage to 55 percent is pro- 
posed for 1957. Again it is anticipated that this reduction will not result in any 
curtailment of the UNICEF program. 

Of even more importance than their contributions to the central account are 
the significant amounts which the governments receiving aid are committing to 
projects in local currencies and in such other form as local personnel, services, 
transportation, and locally available supplies, equipment, and facilities. Of the 
total funds that go into UNICEF-aided programs, about one-third are provided 
from the central account. Local contributions comprise the remaining two-thirds. 
In 1955, for example, the recipient governments committed $25.7 million in local 
contributions. Since governments other than the United Stetes also contributed 
more than $6 million to the central account, the resultant proportion of the 
United States contribution to total government contributions to UNICEF from 
all sources is 22 percent. 

UNICEF works in close conjunction with the World Health Organization 
(WHO) and Food and Agriculture Organization (FAO), which are concerned 
generally with matters of health and nutrition respectively. There is a clear 
division of responsibilities among these organizations. UNICEF provides the 
supplies and equipment which are not locally available; while the WHO or FAO, 
as appropriate, furnishes the technical assistance and know-how requested by the 
governments in the planning and execution of the programs. This clear-cut 
difference in emphasis simplifies the question of coordination, and assures that 
“The resources of the United Nations in health, nutrition, and welfare are alined 
in & unified approach in helping governments meet children’s needs.” 

UNICEF has had remarkable success in stimulating new and expanded work 
on the part of governments and peoples receiving aid. Not only have local match- 
ing contributions been generous, as I have just indicated, but more basic,accomp- 
lishments have been attained. As the result of joint UNICEF-World Health 
Organization activities, there has been a growing awareness of the importance 
of adequate health facilities and health personnel at all levels of government. 
Public-health budgets have been expanded, more competent personnel are enter- 
ing careers in public-health work and in a number of countries maternal and 
child-health divisions have been established within public-health departments. 
Even more significant perhaps than the record of government action within the 
associated countries are the added desires and the efforts made by people at the 
community level to help: themselves. 'The UNICEF cooperative approach has 
instilled in people a sense of pride and an initiative which has motivated them to 
voluntary action locally well beyond that which could be achieved by government 
action alone. 
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All of us recognize that UNICEF could not do everything even if. it set out to 
do so. The resources available for international assistance are far too inade- 
quate to meet the worldwide needs in the field of child health and welfare. 
UNICEF's role is not to assume responsibility itself for instituting and conducting 
child-health and welfare programs, but to encourage and assist individual govern- 
ments in developing and expanding their own programs. 

The principal areas of activity receiving UNICEF assistance are: 

1. Basic maternal and child-health and welfare services, including the estab- 
lishment of rural health centers and clinics and the training of nurses and mid- 
wives. 

2. Mass health campaigns against such crippling and killing diseases as malaria, 
yaws, tuberculosis, trachoma, and leprosy. 

3. Activities to improve nutrition including long-range child-feeding programs 
and the increased production and use of milk. 

4. A limited amount of UNICEF’s resources each year is used to provide 
emergency assistance for the victims of catastrophes such as earthquakes, floods, 
droughts, and famines, where the welfare of the child population is seriously 
affected. Such aid is primarily in the form of food and clothing. In 1955 
emergency assistance constituted only 6 percent of the total program, which is 
the smallest proportion since UNICEF was established. 

There were two developments of special significance in the UNICEF program 
during 1955 which, I think, would be of interest to your committee. The first of 
these was the intensification of malaria-control programs in order to assure eradi- 
cation of this serious disease. Public-health experts have become increasingly 
alarmed that malaria soon will not be susceptible to control because of resistance 
to DDT of some of the malaria-bearing mosquitoes. A major eradication effort, 
therefore, was judged to be necessary. Initiation of this program has fired the 
hopes of all countries where malaria is prevalent, and has inspired them to re- 
double their efforts to seek its extermination. 

The malaria eradication programs in the individual countries are conducted 
jointly by the World Health Organization and UNICEF in cooperation with the 
assisted government. Close coordination is maintained at all stages to avoid 
duplication of funding and activities. 

he second development is the increased emphasis on leprosy-control programs 
as the result of the successful experiments in the treatment of the disease through 
mass campaign techniques in Nigeria and the Philippines. It now appears 
possible that in time we can look forward to complete elimination of leprosy in 
the world. 

I shall not take the time to recount the many impressive statistics with respect 
to how many programs UNICEF has assisted or how many children and mothers 
have benefited therefrom. Again in 1955 the number of countries reached and 
the number of beneficiaries were greater than in any previous year. With your 
permission, I would like to file for the record a statement showing in detail the 
number of beneficiaries of the UNICEF program in 1955. 


United Nations Children’s Fund—Summary of beneficiaries in 1955 


Number of programs aided by UNICEF in 1955 
Number of countries and territories assisted 


Number of beneficiaries: 

BCG antituberculosis vaccination (children vaccinated) 16, 531, 000 
Antimalaria campaigns (children and mothers protected) 6, 107, 000 
Yaws control (children and mothers treated) 1, 660, 000 
Trachoma control (children treated) 1, 131, 000 
Feeding through school lunches and maternal and child-welfare 

centers (peak number of children receiving daily ration)_._.._ 3, 000, 000 
Emergency feeding (peak number of children receiving daily 

ration) 2, 700, 000 


1 31, 129, 000 


1 Not included in the above are the many children and mothers who receive benefits (other than milk) 
from the over 10,000 maternal and child-welfare centers, clinics, and children’s and maternity hospitals aided 
by UNICEF. There are still more beneficiaries from UNICEF assistance to vaccine production plants, 
leprosy control, communicable disease control, and milk-drying and pasteurization plants. 
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Much has been accomplished by UNICEF in its 10-year span of existence. 
This is naturally gratifying. The job is far from complete, however, and this is 
no time to let our interest in or support of UNICEF weaken. The needs of 
children remain largely unmet in many areas of the world. Through the. con- 
tinuing inspiration and material assistance furnished by UNICEF, with the 
enthusiastic support and cooperation of the countries concerned, further inroads 
will be made on unhealthful and unsanitary conditions, and millions of children 
will grow to become more useful and productive citizens. 

Dr. Exior. This year, 1956, is the 10th year of the operation of 
UNICEF: It was 9 years ago this month that I undertook, for 
UNICEF, to visit the war-devastated countries in Europe to help 
UNICEF make its first plan for bringing aid to children. This was 
shortly after the organization came into being. 

I would like to point out that during the first year, 10 or 12 countries 
were aided. Today, 95 countries are aided by UNICEF. I have 
brought a map of the world to show the countries, and by the colors 
of the dots the different kinds of programs in each country that are 
currently being assisted by UNICEF. Many of the programs are 
conducted by UNICEF and WHO together, or by UNICEF and 
FAO together. 

I would like you to note that there are a fair number of dots in 
Africa. Africa is the most recent continent to which UNICEF has 
provided assistance. I think the work is gomg forward there 
effectively. 

Mrs. Botton. Would the gentlewoman yield? 

Dr. Exror. Certainly. 

Mrs. Bouton. It was most delightful to find you working over 
there in so many places. 

Dr. Exior. Thank you. There are 22 countries in Africa now 
receiving some assistance from the Children’s Fund. 

I would like to say that I am of course here to support the author- 
ization of $10 million for the Children’s Fund for 1957. This will be 
for the calendar year 1957, though it is included in the appropriation 
for the fiscal year 1957. 

This is an increase of $300,000 over the previous appropriation for 
1956. 

In that $300,000, there are many important things that are worth 
considering very seriously. 

I would like to report briefly on the progress that is being made in 
contributions. I have a table that I would like to submit for the 
record showing these contributions. 

(The table referred to follows:) 
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Dr. Exior. In 1951, 35 countries other than the United States con- 
tributed $4.6 million. In 1955,71 councries, twice as many, in otber 
words, contributed something over $6 million. It is estimated that 
for 1956, the vear in which we are now operating, ot) er countries will 
contribute over $7 million compared io the United States contribution 
of $9.7 million. If we give $19 million in 1957 the other countries 
will need to contribute $8.2 million in order for UNICEF to draw 
down the United States contribution at the proposed rates. 

As I believe this committee will remember well, from 1947 through 
1951, the United States Government. contributed about 70 percent 
of the total amount that was paid into the central account for distribu- 
tion to the countries. 

In 1955, this was reduced to 60 percent. This current year, we are 
operating on a percentage of 57.5 percent. It is proposed for 1957 to 
reduce the United States percentage still further to 55 percent. It 
is this 55-percent figure that will mean that other countries will have 
to increase their contribution to $8.2 million, if UNICEF is to draw 
down, as we say, the $10 million which is being requested for authori- 
za‘'on. 

Now | would like to point out, as is shown on this table that has been 
circulated, that when we add in the total contributions by local govern- 
ments to their own local projects to the contributions that they hane 
mede to the central account, the proportion of the United States 
contribution is decreased materially and amounts to only 22 percent 
of the total. 

I would like to speak about the number of children who are aided 
by this program. In 1955 nearly 32 million children were aided. This 
you may compare with the number aided in 1953, which was only 
21 million. In other words, there was an increase of some 10 million 
children. 

The programs are similar to those which | have reported on in 
previous years. I will not go into them in great detail with the excep- 
tion ef I or 2. The mass health programs are going forward as before. 
Sixty-nine countries are now being helped through this form of 
assistance, 

I would like to speak about the materia program, however, because 
it has become one of the most important programs of UNICEF 
assistance to countries. 

In 1954, the World Health Organization advised its member coun- 
tries that it had been shown that in some localities, the malaria-carry- 
ing mosquito had developed resistance to certain insecticides. The 
problem then for the World Health Organization and for the countries 
where malaria prevails was, shall we attempt to control melaria, or 
shall be eradicate malaria from the country. 

It had been-shown definitely in this country—and by this country, 
| mean the United States, of course—and in others that eradication is 
quite possible; and that it takes 3 or 4 years to accomplish this. The 
problem was taken up by the Pan American Sanitary Conference. 
It was also taken up by the Second Asian Conference. Both of these 
conferences decided that the drive should be toward eradication and 
not any longer toward control. 

The Eighth World Health Assembly, which met in Mexico last 
May, also adopted the same policy, and developed a 5-year plan for 
planning the eradication of malaria. That plan includes sending 
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consultants to various countries as they need them and also helping 
countries develop research. r 

UNICEF came into this picture in March 1955 when, for the first 
time, an eradication proposal was presented by the Government of 
Mexico. At first, the executive board of UNICEF was unwilling to 
say that UNICEF should enter this type of program. ‘The board 
considered the proposal carefully and asked for a meating of the 
Joint Health Policy Committee with the World Health Organization. 
This Committee met in May of last year and after very careful explora- 
tion, the Committee recommended to the executive board of UNICEF 
that it should approve eradication projects. 

Therefore, in September 1955, the first major eradication program 
was approved by the UNICEF board. The program has begun 
already in Mexico, and will take approximately 4 years to complete. 

At the recent board meeting in March of this year, a second eradica- 
tion plan was approved, namely for Iran, in the eastern Mediterranean 
region. 

This is an important step forward in the minds of the executive 
board of UNICEF. 

Other mass health programs are also going forward—the control 
and eradication of yaws, the prevention of tuberculosis by the use of 
vaccine and BCG; the treatment of children with trachoma, now 
going on in eight countries where that disease is prevalent. Recently 
treatment of leprosy has started. 

Today, I may tell you that during this year, 1956, 6 leprosy control 
projects in 6 additional countries will be started. Already, there are 
three programs in Africa. ‘There will be 4 in Asia, 1 in the eastern 
Mediterranean region, and 1 in Latin America. 

In addition to the BCG programs for the control of tuberculosis, 
UNICEF is now assisting countries with the technical aid of the 
World Health Organization in chemotherapy treatment of tuber- 
culosis. This goes forward in countries where tuberculosis is very 
common, but where the country does not have sufficient beds in its 
tuberculosis hospitals to take care of the affected patients. 

We hope that the use of isoniacid, one of the new drugs, is going 
to be effective in thesé countries to control the infectious mass of 
people with tuberculosis and thus reduce the amount of tuberculosis 
among children. Every program that UNICEF takes up is always 
directed toward improving the health, or the general welfare of 
children. 

Three such chemotherapy projects are now to be developed. 

The maternal and child welfare program, which is really the heart 
of UNICEF activity, is going forward as before. There will be some 
7,000 centers equipped by UNICEF before this year is over. 

The milk processing plants that the Children’s Fund has given 4 
good deal of assistance to are also’ going forward. Of the 169 plants 
that have been approved by UNICEF, 124 are now in operation 
under the auspices of the countries in which they are located. 

The remaining 45 of such projects are in various stages of develop- 
ment; and there is every indication that they will be carried forward 
successfully. 

I would like to say just a word about the cost of the several programs 
in tertns‘6f the’ childreri who received this help. >. 
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The BCG vaccination programs that are going forward so widely 
in many countries today cost 1 cent per child to carry out. Malaria 
protection, it is estimated, costs UNICEF, 13 cents per person 
protected. UNICEF, as I believe this committee knows very well, 
provides only the supplies, namely, the DDT and other supplies 
needed to use it. 

The total cost for protecting a person when the cost to the Govern- 
ment is included, is 50 cents, so the difference between the 13 cents 
and the 50 cents is largely the cost paid by the Government. 

For typhus protection, the cost of powdering a single child with 
DDT is 1 cent. 

In the yaws protection program for the penicillin alone to treat 1 
child it costs 5 cents, today. As you will remember, it cost much 
more than that at the beginning. 

Mrs. Botton. Is that 2 doses, or 1? 

Dr. Extiot. That is a complete treatment. It is 1 dose for most 
children, but 2 doses where it is necessary. ‘This is the average cost. 

Where supplies, equipment, and transport are included, it raises 
the cost to 40 cents per child. When the Government costs are 
added and we limit the number to those who receive treatment only— 
excluding those who receive just an examination—the cost is $1 per 
treated child. 

I think these figures are significant, in that they show that if this 
program is well organized, the costs can be kept very low. 

For the treatment of trachoma, the drugs provided by UNICEF 
cost 51 cents per person. When the Government costs are included 
it raises the cost to’ $1 per person. 

For leprosy, I have only the cost of the sulfone tablets. I cannot 
give you the costs for the Government at this point, because these 
programs are too new. But to provide sulfone tablets, for 1 person 
for | year, it costs 33 cents to treat leprosy. Usually it takes some- 
where between 3 and 6 or 8 years to overcome leprosy in a single patient 
completely. 

I think these costs are worth including in the record. 

Mr. Chairman, I believe that that is all I would like to say about 
the program now, except that gradually countries are taking over 
more and more of the programs that have been aided by the Children’s 
Fund, 

I would like to put into the record, however, two additional tables. 
These are tables that have been provided each year. One shows the 
allocations from the central account of UNICEF by geographic area 
from its inception through December 1955, and the second shows the 
allocations by type of assistance for the same period. 

Chairman Ricuarps. These two tables will be placed in the record 
at this point, in the order stated. 

(The tables referred to follow:) 
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Chairman Ricnarps. Mrs. Eliot, we appreciate your statement and 
we appreciate your great dedication to this work. We realize we owe 
to you much of the success of the program. 

Dr. Exiot. Thank you very much, 

Chairman Ricuarps. Are there any questions? 

Mrs. Bouton. I would just like to say that one of the sunny places 
in Africa is the work of the Children’s Fund. When you see the 
children of Africa and see all they are subjected to by way of disease, 
and feel that certain diseases are going to be eradicated and will no 
longer exist in that country, and that they will come into a different 
aspect of living, it is quite beyond me to express what I think about 
the work you are doing. I am sure that much is happening in every 
other country in the world where you are. I happen to have seen it 
at close range there. 

Mr. Gorpon. I have no questions, Mr. Chairman, but I certainly 
want to congratulate Dr. Eliot on a fine presentation. 

Mrs. Bouton. We always like to see Dr. Eliot. 

Chairman Ricwarps. Thank you, Dr. Eliot. 

We have one other witness here, this morning, Mr. Laurence A. 
a Chief of the Escapee Program Division, Department of 

tate. 

We are glad to have you here, Mr. Dawson. 


STATEMENT OF LAURENCE A. DAWSON, CHIEF, ESCAPEE PROGRAM 
DIVISION, DEPARTMENT OF STATE 


Mr. Dawson. Thank you. 

Mr. Chairman, as of April 1, the escapee program was transferred 
to the Department of State, under the authority of Executive ‘Order 
10663 and it is there in the Bureau of Security and Consular Affairs. 

The committee, I believe, is familiar with the program from past 
year’s discussion of it, and support of it. 

I will be brief, to facilitate the work of the committee here: 

Meanwhile, I would like to file for the record, with your permission 
a slightly more detailed statement than I am going to make, concern- 
ing the program’s objectives and our request for authorization of $7 
million for the program for fiscal year 1957. 

Chairman Ricuarps. How does that compare with last year's 
program? 

Mr. Dawson. It is $1 million higher. 

Chairman Ricuarps. Do you think the anticipation of ‘the new 
folks coming from the Soviet areas would justify that? 

Mr. Dawson. Yes, sir, in the context of the present. situation and 
the developments of the last year, which it is my intention to outline. 
I believe it is thoroughly justified. 

Chairman Ricuarps. Without objection, your statement will be 
placed in the record at this point. 

(The statement is as follows:) ; 

My name is Laurence A. Dawson, Chief of the Escapee Program Division, 
Bureau of Security and Consular Affairs, Department of Btate.. fective April 
1, 1956, the United States escapee program was.transferred under the authority 


of Executive Order 10663 from the International Coopetation Ai ministration 
to the Department of State. ‘ ‘a. "9 Sage 
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PURPOSE OF THE PROGRAM 


The purpose of the United States escapee program is to provide care and 
maintenance and resettlement assistance to recent anti-Communist escapees in 
Europe, and to selected escapees in the Far East and other areas on the periphery 
of the Iron and Bamboo Curtains. This assistance supplements the considerable 
programs of local governments of asylum and of international and voluntary 
organizations engaged in refugee service, and takes maximum advantage of 
receiving governments’ immigration programs. The refugees assisted by the 
escapee program are not accorded assistance by the United Nations Refugee 
Fund which is principally engaged in the local integration of the earlier group of 
refugees. These humanitarian activities are consistent with the natura desire 
of the people of the United States to help, and retain the friendship of, the captive 
populations within the Soviet orbit. 


ACCOMPLISHMENTS AND PLANS IN EUROPE 


By December 31, 1955, 80,600 persons had been provisionally registered with 
the program for assistance in Europe. Of these, 23,600 had been resettled through 
emigration, primarily to the United States, Canada, Australia, and Latin America; 
3,300 had been permanently established in their countries of asylum; and 30,800 
remained on the caseload. The balance of 22,900 persons had been dropped from 
the caseload as proved ineligibles, as persons no longer in need of assistance, or 
for other reasons. 

Assistance projects carried out through the escapee program meet the immediate 
needs of the escapees, and more importantly, work toward the eventual goal of 
permanent reestablishment on a self-dependent basis in the free world. 

Among the services provided are extra food, improved housing, clothing, indi- 
vidual counseling, documentation, visa search facilities, vocational and language 
training, temporary local employment, and transportation. These projects are 
carried out under nonprofit contracts with voluntary agencies representing the 
diverse national and religious backgrounds of the escapees, and with the Inter- 
governmental Committee for European Migration with respect to transportation 
arrangements. All escapees are carefully screened by United States authorities 
to establish their status as political refugees. The facilities afforded by the pro- 
gram meet every real need of the escapees to assure reasonable living conditions 
while in asylum, and to develop and carry out appropriate resettlement plans. 

It is proposed to continue the escapee program in fiscal year 1957 at a program 
level of $7 million which represents an increase above that of the present fiscal 
year, to take into account United States interests in the new political situations 
which face the escapees. It is estimated that during calendar year 1957 about 
11,000 persons will be resettled, locally integrated, or otherwise dropped from the 
caseload. With this reduction, and taking into account new escapees and others 
added to the caseload, it is estimated that 12,840 persons will still be in need of 
assistance by the end of 1957. Operationally the program would continue gen- 
erally as heretofore, but new emphasis would be required (a) to develop substitute 
resettlement channels at the scheduled end of the Refugee Relief Act in December 
1956; and (6) to find permanent solutions through institutional placement or local 
integration for the ‘“‘hard core’”’ of USEP eligibles for whom emigration is extremely 
difficult, by reason of age, illness, or family composition. Although the caseload 
will decrease numerically, the costs will not be reduced proportionately, due to the 
expense of local integration and of projects necessary to meet the changing condi- 
tions in Europe. 

SOVIET AIMS 


Soviet aims with respect to refugees are based on their continuing need to 
maintain control over the captive populations of the Soviet bloc. As stated 
before this committee last year, the means employed include elaborate measures 
to prevent ceeane, the repatriation of those who do escape, and the preclusion of 
assistance to refugees in asylum. The Soviets realize, however, that 10 years of 
postwar effort on their part haye failed to produce any considerable voluntary 


Tepatriation of emigrees. Therefore, their primary effort is to discredit that great 


majority who will not return. 

United States objectives, in contrast, as implemented in the operations of the 
escapee program, are to keep. faith with those who seek freedom in the West 
through adequate aid and resettlement facilities and through these means to 
maintain hope and friendship for the free world behind the Iron Curtain. 
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The Soviet policies are based on their realization that the large numbers of per. 
sons who have fled from Eastern Europe symbolize the rejection of Soviet tyranny 
and that the fate of the anti-Communist emigration bears a vital and direct rely. 
ees the outlook and actions of the vast captive populations, who musi 
choose between resignation to Soviet domination and the hope of eventual freedom. 
In view of this, Soviet efforts are designed: 

(1) To demoralize the refugees and thus destroy the emigration as an anti- 
Communist force; 

(2) To diserc dit the refugees in the eyes of the free world and thus bring about 
withdrawal of sympathy and support; 

(3) To discredit the refugees in the eyes of the captive population in order to 
weaken their value as a symbol of freedom; 

(4) To convince the captive populations that refugees are mistreated, exploited, 
or neglected by the free world, and thus to diminish disaffection and the desire to 
resist; and 

(5) To utilize in propaganda a limited number of redefectors in support of the 
above objectives. 

The ideal form of assistance which the Soviets could get in this discrediting 
effort would be a free world refusal to continue refugee aid. Thus the Soviets 
have used every available means to promote nonassistance to refugees. It was 
no accident that, during the Austrian Treaty negotiations, the Soviets, although 
willing at an early date to drop demands for provisions forcing repatriation of 
emigrees, sought to the very end to prohibit refuzee relief in Austria. Similarly 
they would welcome the closing of borders and discontinuation or sharp decrease 
in western governmental programs. Other Soviet aims are to promote antazo- 
nisms between refugees and the indigenous populations of western countries. 
The Soviets hopé to vitiate the effective ‘and hizhly’ Symbolie ‘activities of the 
emigree leaders who constantly remind the captive populations of the ultimate 
value and possibility of freedom. 


SOVIET TACTICS 


The past year and a half has been eventful in respect to political and economic 
developments affecting refuvees. Many of these events have been disturbing to 
the refugees remaining in Europe and have tended to increase their collective 
sense of insecurity. They have included the withdrawal of troops from Trieste 
following on the settlement there, the signing of the Austrian State Treaty and 
consequent Austrian sovereignty—including responsibility for refugees—under a 
neutrality status, the steps leadinz to the restoration of German sovereignty and 
the relinquishment of occupation controls by the United States: the Geneva 
Conferences, and the Soviet block antiemizration campaizn. The Soviets lost no 
opportunity to further their objectives in connection with these events. 

or example, recognizing that the Summit,.talks had created: apprehension 
among refugees that the free world would chanve its asylum and assistance poli- 
cies, the Soviets followed up with the demand for the return of an alleged 100,000 
Soviet nationals in Western Germany during the Adenauer-Bulganin talks, and 
shortly thereafter sought to pass a repatriation resolution in the United Nations. 

The antiemigration campaign in particular, which was just becoming apparen! 
when the escapee program was presented to the Congress last year, has continued 
as a direct challenge to United States refuzee policies. .The campaign is an exten- 
sion and intensification of consistent Soviet policy to discredit refugees both in 
the free world and behind the Iron Curtain, to disrupt the political activities of 
emigrees, to induce as many as possible to return to their native lands, and to de- 
moralize those who cannot be lured to return. 

Propaganda statements, attributed to returnees. attempt to contrast alleged 
miserable conditions in the free world with the sood and honest way of life at 
home, Claimed indifference toward the refugees’ fate and misuse of them: against 
their native countries by the Western Powers, above all by the tnited States, 
are set against forgiveness, humane treatment, housing and patriotic tasks, all 
of which the Communist regimes promise to redefectors. 

Overt operations include spurious offers of amnesty, letters from family mem- 
bers at home beseeching relatives to return, special bulletins urging redefection 
and attacking western information organizations and exile associations, and the 
establishment of new radio stations which beam propaganda to the emigres. 
The Communist efforts are not confined to propaganda, but include such under- 
cover techniques as assassinations, kidnappings, and pressure by agents provo- 
cateurs. The programs are outwardly carried out separately by the several 
Soviet bloc countries, but appear to be centrally directed and heavily financed, 
showing every sign of careful and lengthy preparation. 
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Reversing the stand taken at the end of the immediate postwar repatriation 
period that all emigrees aré traitors,an extreme compassion is now feigned for the 
difficulties encountered by the emigrees. This propaganda plays on very real 
problems which the emigres have to face in their resettlement, including the fact 
that many are difficult to resettle, and that United States influence in major 
asylum areas is diminishing. These problems are presented in a highly exag- 
gerated and distorted light. 

- Unfortunately and notwithstanding our excellent record of resettling refugees 
from the captive areas, the Soviet activities are not without a measure of success. 
This is beeause the situation of residual refugees, particularly in asylum countries 
which keep their doors open for new escapees, is highiy susceptible to exploitation. 

The challenge presented by this campaign is simply whether the minds and 
hearts of the peoples of Eastern Europe and Communist Asia shall be forever lost 
to the cause of freedom. A Hungarian, writing to thank the escapee program for 
assisting him, has eloquently stated the proposition: ‘‘Dark ages have descended 
on Europe, and it is only because of the moral force and example of the United 
States that more than a hundred million people do not lose faith. In my country 
the people are hungry for bread, but they are starving for freedom.” 


ACTIVITIES IN THE FAR EAST 


In the Far East, the escapee program supports a number of voluntary agency 
projects in Hong Kong, Macau, and Taiwan to assist escapees either in resettle- 
ment or integration into the local economy. The program is necessarily highly 
selective in relation to the enormous refugee population particularly in Hong 
Kong, and serves primarily as a token effort of cooperation with the governments 
upon whom basic responsibility rests. 

From April 1953 to November 1955, nearly 13,000 persons had been resettled 
out of Hong Kong and Macau, primarily to Taiwan, but also to other places in 
southeast Asia and the United States. In the same period, nearly 70,000 services 
had been rendered to assist individuals in local integration, including the pro- 
vision of housing, medical care, vocational training, and counseling. Assistance 
was also given in marketing the products of cottage handcraft industries. 

Concurrent with United States-financed activities, the Hong Kong Government 
has undertaken an ambitious and highly successful program for housing the 
thousands of squatters in the colony. In the first year of this program, ending 
in March 1955, 66,598 persons had been housed in permanent structures, and 
124,822 persons in temporary settlement areas. 

The activities of the escapee program in the Far East serve the same national 
objectives as does the program in Europe. The concept of free China as a symbol 
of haven and refuge for Chinese on the mainland is developed and maintained as 
an alternative to communism in Asia. Chou En-lai in a major speech in January 
1956 placed new emphasis on the return to the mainland of Chinese who had fled 
to Taiwan. This is an apparent tactic to undermine the morale and spirit of 
resistance in free China, and bears many similarities with the antiemigration 
campaign in Europe. 

In 1957, it is proposed to extend United States-financed projects along present 
lines in the Far East, taking advantage of successful experience to date, in order 
to demonstrate further United States concern for refugees from communism and 
to strengthen the refugee community and free China as a symbol of anti-Com- 
munist resistance for the Chinese people. 


Mr. Dawson. I would like to speak first on what the program does, 
and secondly the work of the Soviet campaign—the intensive Soviet 
campaign which I spoke of to the committee last year. 

The program has a caseload at the present time of 29,000 persons. 

It has been concerned with 83,000 persons since its inception 4 years 
ago. Of that number, just short of 30,000 people, through the inten- 
sive and specialized effort of the program, have been resettled, or 
successfully locally integrated. 
_ Another 23,000, in round numbers, have been removed from the 
initial registration which placed them on the caseload, either because 
for one or another reason they proved unqualified or ineligible, or be- 
cause they proved to be not in need of assistance, or for other reasons. 
That leaves us, in round numbers, 29,000 persons. 
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The program is supplemental to the efforts and to the resources 
devoted by the asylum countries to the care and maintenance of these 
persons, and also supplemental to the efforts of the many voluntary 
agencies actively engaged in this work. F 

It carries out a variety of projects—providing food, clothing, im- 
proved housing and training for escapees, but primary emphasis is on 
resettlement, or upon achieving for the escapee a state of complete 
self-dependence so he can be dropped from the rolls of any organized 
assistance. 

Success in this effort promotes important interests of the United 
States Government in relation to escapees and their significance, and 
especially in demonstrating once again, and in a very effective way, 
the concern of the free world and of the United States particularly, 
for the captive populations of whom these escapees are a part—the 
minor fraction who have succeeded in escaping. 

During the past year, the Soviets have greatly intensified their 
campaign to discredit the escapees and refugees. In so doing they 
have sought to bring about the return of as many as possible. Soviet 
objectives have been consistent over the years in this field. They 
have sought to preclude escape in the first instance; secondly, to 
secure the repatriation of those who have escaped, and finally, to 
preclude assistance to those whose repatriation they cannot secure. 
Their emphasis in this past year has been on that third phase, dis- 
crediting and precluding assistance to those large numbers—the large 
majority who are out and who will noé return. 

At the same time, by hook or crook, by every method conceivable, 
they have sought to get back enough people to form a token rejection 
of the Western regime’s ideas of freedom—a showpiece for them to 
use in confirming their consistent propaganda behind the Iron Curtain 
to the effect that the West is inhumane, has no regard for the little 
man, no regard for the person in distress, and so forth. 

In short, their objective is to win the voluntary support of the 
900 million people now captive in the Soviet orbit. There can be 
no question but that they attach major importance to this refugee 
question in direct relation to that major objective. 

Last year in this hearing, Mr. Vorys asked me at the termination 
of my discussion how the details of the picture which I gave of the 
Iron Curtain and the control measures used by the Soviets to pre- 
clude escape, how they could be reconciled with the statements which 
were being made by Soviet leaders at that time concerning the sweet- 
ness and light behind the Iron Curtain, and the new look, so to speak. 

I veglied that I couldn’t speak in general terms concerning the 
situation behind the Iron Curtain, but that in the field of refugees, 
it would only be necessary to question the last refugee who came 
through the curtain to see whether or not there had been any change 
in these insidious and fiendish measures. 

I would like now in furtherance of that, Mr. Chairman, to report 
that at the very time of the Geneva Conference, the Soviet-minded 
people, the Communists and their propagandists, were in every way 

ossible informing the refugees in the asylum countries that in the 
fight of the spirit of Geneva they could look forward only to a dis- 
continuation of Western aid, that their return would be expected 
and that they might as well give up and go home. 

The reaction of the refugees—and here, Mr. Chairman, I would 
like to address myself to your specific question that you asked me 
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about the $7 million at the outset—the reaction of the refugees has 
in the main been negative to that proposition. On the contrary, 
with the Geneva Conference and with the withdrawal of the occupa- 
tion forces from Austria, Trieste, and Germany, or at least the with- 
drawal of occupation controls in those areas, there has been a collective 
sense of insecurity engendered among the refugees. One of the effects 
has been to bring many people, so to speak, out of hiding who until 
then had stayed anonymously in the asylum countries feeling fairly 
secure in the firmness of Western policy and above all of a United 
States policy and United States controls, and who had not placed 
themselves under the aegis of any organized program, but who 
nevertheless were there, and who now felt that it behooved them to 
get out of Europe at all costs—to hasten their time of departure 
from Europe. 

That has added pressures to our caseload that we did not antici- 
pate, and particularly Russians. That is part of the justification 
and part of the requirement for additional funds this year. 

Further, we have raised the level of the program somewhat in the 
Far East. In 1955, the Far Eastern program was just getting on its 
feet. There was only a token program there, so tospeak. It operates 
among 1 million of refugees in Hong Kong but only helps a small 
fraction of them, in order to give a clear and convincing demonstra- 
tion of Western concern, and American concern. During 1955, the 
program got firmly on its feet and I think in a way which, in our best 
judgment, clearly requires a substantial augmentation. 

We have no overall responsibility for this 1 million refugees in the 
Far East. I would like to make that clear. On the contrary, we 
had deliberately avoided getting into that, but had merely extended 
the program into that situation on a highly selective basis and a basis 
that was clearly understood by the local Government authorities. 

A third reason, and an important one, is that we have gotten down 
to the group of refugees who are the most difficult to resettle and to 
remove from the caseload. Over 1,100,000 refugees from communism 
have been resettled since the war. As time has gone on, the group 
left has become harder and harder. They are the hard core. They 
have become harder and harder to deal with. 

New escapees, also, are more difficult to resettle in many cases than 
other refugees, and for obvious reasons, I think. With the Soviets 
exploiting the withdrawal of the occupation controls, and also ex- 
ploiting the very fact that these people have seen the resettlement 
parede go by and are thereby more disgruntled, it becomes more and 
more necessary, as I indicated to the committee last year, to complete 
the job which we have started. The escapee program is finding it 
possible to get individual solutions for the people on its caseload, but 
its per capita costs in dealing with this last remaining group will be 
slightly higher, whenever local integration as distinct from resettle- 
ment abroad is the solution. 

The Soviet campaign is a very flexible one. It is a very well coordi- 
nated. It bears every evidence of being heavily financed. The 
Soveit satellite governments are acting in concert on this. They are 
proclaiming amnesties to all refugees who will return. They are at 
the same time demanding through diplomatic channels the return of 
refugees in asylum countries. It was only shortly after Geneva that 
Bulganin requested Germany to repatriate an alleged 100,000 Soviet 





528 MUTUAL SECURITY ACT OF 1956 


nationals in Germany. Théy are utilizing to the fullest the chain- 
letter technique and playing upon the nostalgic emotions of the re- 
fugees who like all human beings miss their homeland and look forward 
to the day when they will go back. Letters allegedly written from 
their friends and their relatives behind the Iron Curtain reach these 
refugees, not only in the asylum countries, but even in their countries 
of resettlement, and not only in the place where they may have been 
resettled in the resettlement countries, but even where they may have 
changed their address in recent weeks or months, these letters never- 
theless arrive. 

Measures of intrigue, propaganda, and almost every possible device 
anyone could think of are used in this flexible campaign which in toto 
has greatly increased the sense of collective insecurity of the new 
escapees. 

The significance of the new escapees as | mentioned before, lies in 
the fact that the continuity of escape constitutes a continuity of rejec- 
tion of the Soviet regime. If aid can be cut off to these people, it will 
be a discreditation of them and as well of all other refugees who are 
out and who will not go back. 

On the other hand, the escapee program stands as a symbol of the 
concept of asylum and assistance and of western humanity. I do not 
know how well the name “escapee program,” is known behind the 
Iron Curtain. By the grapevine, I am sure its name is disseminated. 
Certainly, the Soviet orbit governments do not refer to it by name. 
They appear to be deliberately avoiding reference to a program of aid, 
a program symbolizing asylum, in order to avoid giving coinage to the 
very concept of asylum. 

However, when anything having to do with refugee aid comes up 
which must inevitably be discussed in Soviet propaganda, the attack 
is usually couched in an attack on the mutual security legislation, the 
pertinent passages of it, referring to the primary purpose as something 
to facilitate espionage, assistance to criminals, and so forth. 

T am sure that the committee has had ample evidence in the past of 
the details on that, concerning not only the escapee program, but 
other portions of the Mutual Security Act. 

I think it most important, in my personal opinion, at this juncture 
when the Soviet effort is stepped up and is being further stepped up 
all the time, that the Western concern—implemented concern, for 
these human beings who have rejected the Communist system at 
great peril to themselves and to their relatives, and with the loss of all 
their possession, be continued firm. 

With that in mind, and in line with the traditional concern of the 
West and the United States for refugees, we are continuing the pro- 
gram and stepping up our own efforts to resolve the problems of the 
persons on the caseload. 

I think I have given you a general summary of what our objectives 
are. I have deliberately not gone too deeply into the program itself, 
Mr. Chairman. 

Chairman Ricuarps. Mr. Dawson, vou say in your statement that 
there have been about 80,000? ; 

Mr. Dawson. About 83,000 persons who have been initially regts- 
tered with the program during the course of its life; yes, sir. ; 

Chairman Ricnarps. You have resettled through immigration 
about 23,600. Don’t you have 3,300 who have been permanently 
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established in their countries of asylum—that is the country where 
they first arrived? 

Mr. Dawson. Yes. 

Chairman RicHarps. 30,800 remain on the caseload. The balance 
of 22,900 have been dropped as ineligible. What do you mean by 
ineligible? 

Mr. Dawson. Generally speaking, we have Soviet orbit nationals 
who have escaped since 1948 and Russians who have escaped even 
earlier than that. A great many people have registered with the pro- 
gram, but upon examination and screening have been found not to 
meet that deadline. Some others, I think a larger number, have been 
found to be technically otherwise eligible, but not requiring assistance 
and we have made a point of not passing out assistance to an individual 
merely because he is eligible. We make a determination of need in 
each case. 

Chairman Ricuarps. There must be a large group who are just 
driftwood and don’t care anything about getting away from the 
Communist orbit, or getting into the democratic orbit, or anything 
like that. There must be thousands of those people who have no 
ideals of country or any strong political convictions but just want to 
have something to eat and something to wear. 

Mr. Dawson. We do a very careful examination of each individual 
to find out his motivation for escape and determine that he is a bona 
fide, political refugee. If we find that he proves abusive of assistance 
under the program, he is dropped from the caseload and some of those 
persons who have been dropped would be those that you describe. 

Chairman RicHarps. Would they be included in the 22,900 that 
you have dropped? 

Mr. Dawson. Yes, sir. 

Chairman Ricwarps. Do you have any questions, Mr. Gordon? 

Mr. Gorpon. Yes, Mr. Chairman. 

I feel the displaced persons and the refugees have something in 
common. Do they get any consideration in this program? 

Mr. Dawson. The displaced persons? 

Mr. Gorpvon. Yes. 

Mr. Dawson. This program was established for recent escapees, as 
distinct from the residual group left over from the displaced persons 
problem which resulted from World War II. 

The International Refugee Organization program, which phased out 
about 1951, and various major resettlement programs, such as the 
United States Displaced Persons Act and the resettlement programs 
of Canada and Australia, liquidated a great part of that displaced 
persons problem and the immediate postwar refugees whom I referred 
to when I spoke of 1,100,000 people having been resettled under the 
[RO program. The escapee program took care of those who did not 
have the benefit of the former program. 

There are those persons on the escapee program caseload who would 
go back to World War II, in origin. Particularly Russians. 

Mr. Gorpon. In other words, they get no aid under this program? 

_Mr. Dawson. Generally speaking, the earlier refugees are not 
aided under the escapee program but there are certain exceptions, 
particularly in the case of Russians, who are aided under the escapee 
program and who do date from an earlier period. 
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Mr. Gorpon. What about the satellite countries? For instance. 
from Poland? 

Mr. Dawson. They are not aided under the escapee program, 
Not the earlier ones. 

Mr. Gorvon. Thank you. 

Mr. Dawson. Not those before 1948. 

Chairman Ricnarps. Well, I think that money spent on this pro- 
yram is an essential part of this whole mutual security effort. 

I agree, too, that of all these programs even though it involves 
a comparatively small amount of money, the Soviets hate this one 
most of all. They would like to fix it so that there is no place of 
asylum, anywhere, for people who kick over the traces. 

With regard to the money, I don’t know how many more you expect 
this year. You say you will need a million dollars more this year. 
I don’t know whether you stated in your statement how many you 
had last year and how many you expected this year. 

Mr. Dawson. The numbers coming in during the past year—I have 
the exact figure here somewhere. It is around 200 a month. 

Chairman Ricuarps. Did you have that in your table that you 
presented here and put in the record? That was in there? 

Mr. Dawson. I believe not, but I can furnish that. 

Chairman Ricnarps. I would like for you to furnish it. 

(The information requested is as follows:) 
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Chairman Ricuarps. Last year, in view of this campaign of sweet. 
ness and light that is going on, would you have anticipated you would 
have that number this year? 

Mr. Dawson. We did not anticipate the number of persons who had 
been so to speak, in hiding, who had remained anonymous, who would 
come to the surface as a result of these political developments that | 
have described. 

Also, I think refugees resettlement has been quite difficult this year. 
That is for a variety of reasons. It has proved difficult to move Iron 
Curtain refugees but we are moving forward on that at an accelerated 
rate at this time. 

Chairman Ricuarps. I can understand from the nature of the pro- 
gram it will get more difficult each year. You can find a home for the 
cream of the « crop. You also will have countries with different kinds of 
immigration restrictions and so forth. 

Mr. Dawson. That is true. 

The situation of these refugees who were left over there and who 
felt very restless at the time of the sweetness and light program, was 
one which not only was not fully anticipated by us but I think it was 
one in which we felt we should do the maximum to get them out, in 
the light of what the Soviets are doing. 

I would like to reiterate, Mr. Chairman, that all evidence indicates 
that the Soviets are spending without stint on their program. There 
is no way of knowing how much is spent. 

Chairman Ricuarps. Thank you, Dr. Dawson. 

The committee stands adjourned until 10 o’clock in the morning. 

(Whereupon, at 1 p. m., the committee adjourned to reconvene at 
10:30 a. m., Tuesday, April 24, 1956.) 

(The following table has been submitted by the Department of 
Agriculture in response to a request by Mr. Richards ont Mr. Vorys. 
See also pp. 400, 405.) 


United States agricultural exports—Grants and sales under Government programs, 
sales outside Government programs, fiscal years 1945-46 through 1954-65 
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See footnotes at end of table, p. 534. 
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United States agricultural exports—Grants and sales 
eales outside Government programs, fiscal years 1945 


ACT OF 1956 


{Millions of dollars] 
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See footnotes at end of table, p. 534. 
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United States agricultural exports—Grants and sales under Government programs, 
sales outside Government programs, fiscal years 1945-46 through 1954-—55—Con, 


[Millions of dollars] 





Cotton | pear | Fats, oils, | 


: Dairy 
| —— products 
=e al 


Total United States agricultural } 
exports—Continued | 


Bread | Coarse and 
grains | grains linters tobacco 


Type of export Other | Total 


Mp ott A 686 | 321 : 260 773] 618| 22819 
ID ihe i idieinsinn’ Gehan 450 | 237 5 7156 | 701 | 2:93 
ur-46......--22- eo ae -| 498 | 239 f 7 498 7211 701 318 


Grand total United States 
agricultural exports_.....-.-| 8, 34! : 3, 048 1,828 | 6, 957 F 33, 150 
ae 


1 ECA liftings in 1948-49 and 1949-50; paid shipments for ECA, MSA, and FOA regular and special pro- 
grams thereafter; Army civilian supply shipments; calculated export Vv alues for USDA see. 416 donations 
title II, Public Law 480 shipments based on CCC data; lend-lease, UNRRA, Greek-Turkish aid, interim 
aid, United States foreign relief and International Refugee Organization. 

2 Commodity detail not available. 

3 Negligible. 

4 FOA and ICA data on sec. 550 and sec. 402 shipments; title I, Public Law 480 data based on FAS reports 
(ICA figures exclude ocean freight). 

5 Deliveries to contractors. 

6 Pakistan, Afghanistan, Spanish, India, Export-Import Bank, USDA loans. 

7 Include estimates of sec. 416 donations; commodities are not identified by name in official United States 
export statistics. 


Note.—aAll data preliminary; some estimated. Due to differences in methods of valuation, comparisons 
between programs and total exports do not reflect quantities included. Due to rounding, figures may not 
add to totals shown. 


Source: Trade Statistics and Economic Geography Branch; Trade Policy Division, Foreign Agricultural 
Service, U. S. Department of Agriculture, Feb. 1, 1956. 
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TUESDAY, APRIL 24, 1955 


HovsrE or REPRESENTATIVES, 
CoMMITTEE ON ForEIGN AFFAIRS, 
Washington, D. C. 

The committee met, pursuant to call, in room G-3, United Stites 
Capitol, at 10:43 a. m., Hon. James P. Richards (chairman) presiding. 

Chairman Ricuarps. The committee will come to order, plese. 
Ladies and gentlemen, we will continue hearings on H. R. 10082. to 
amend the Mutual Security Act of 1954, as amended, and for other 
purposes. 

Our subject this morning is the Middle East. We have as our i/rst 
witness Hon. George Allen, Assistant Secretary for Near Easturn, 
South Asian and African Affairs, Department of State. 

We will be in open session for awhile; then we will go into executive 
session. 

Mr. Allen, we are glad to have you with us again. 


STATEMENT OF HON. GEORGE ALLEN, ASSISTANT SECRETARY 
FOR NEAR EASTERN, SOUTH ASIAN AND AFRICAN AFFA)RS, 
DEPARTMENT OF STATE 


Mr. ALLEN. Thank you very much, Mr. Cnairman. I welcome 
the opportunity to appear before the committee in support of the 
proposals for the Mutual Assistance Act for 1957. I have a prepared 
statement, which has been circulated, and which I would request the 
pleasure of the committee to introduce into the record. 

Chairman Ricuarps. Without objection, that will be done. 

(The statement referred to is as follows:) 


Mr. Chairman and members of the committee, today I would like to discuss 
with you some of the political and economic problems of the Near East and Airica 
and the relationship to them of the mutual security program. Specifically, this 
area includes Greece, Turkey, Iran, the Arab States and Israel, and the continent 
of Africa. 

The importance of this area to the United States economically, strategically, 
politically, morally, and culturally is too well known to this committee to warrant 
detailing. It is clearly in the interest of the United States to promote peace and 
stability throughout the area, to achieve and maintain friendly relations, and to 
assist these countries in their economic development as a means of removing the 
root causes of discontent and political instability. 

_ Throughout the area there is a tremendous, stirring drive for change and 
improvement. Standards of living are frequently as low as can be found any- 
Where in the world, yet there is an awareness that improvement can be had and 
that the material benefits of 20th century civilization are not unattainable. But 
just how these changes can come about peacefully and without chaotic disruption 
of existing situations is not always clear either to the peoples or their governments, 

Many of these states achieved their full independence only within the last 10 
years, others are in the process of becoming independent, and still others have 
barely started on the road. Yet the political ferment and economic aspirations 
are fundamentally the same.among all these peoples and states. 
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They require assistance if the changes and improvements in economic status 
which must come are to be achieved peacefully and with stability. If this assist- 
ance is not available from democratic states which will respect the independence of 
peoples of this area, their intense drive for national advancement may force then 
to turn to the Sovict Bloc, Since the United States has a paramount interest in 
maintaining their independence, it is in our interest to provide such assistance. 

The programs in which we have been engaged have been designed and adminis- 
tered so as to assist in accomplishing these objectives. Much has been accom- 
plished but much still remains. The important element in improving living 
standards and in achieving economic stability is recognition of the problems and 
conscious directed action toward their solution by the governments of these 
countries. It is only then that outside assistance can be effective. Favorable 
developments in this direction have taken place in nearly all the countries. 

The past year has seen the formation of the Baghdad pact—a collective security 
arrangement among Turkey, Iraq, Iran, Pakistan, and the United Kingdom. 
This arrangement provides an important link between NATO in the West and 
SEATO in the East. 

It is encouraging that the pact nations not only joined in their collective defense, 
but have emphasized the importance of the pact organization in considering 
mutual problems of economic development. The United States supports and 
encourages the pact, though we believe that our own interests and those of the 
area are such that we should not join it at the present time. 

As this committee is well aware, recent events in the area have made doubly 
difficult the accomplishment of United States objectives. Internal pressures 
are so acute that frequently disruptive forces overtake desires for peaceful evolu- 
tion and development. 

It is this factor which had made recent Soviet bloc moves so important. Soviet 
offers of economic assistance in any of several forms are not inherently bad. 
Directed solely and honestly toward economic development of the area, such 
offers would be welcome. 

But, viewed in the light of Soviet historical aspirations, and examined in terms 
of the obvious objectives of each offer, these moves pose a very real threat to 
the peace of the area. They are carefully designed to isolate, take advantage of 
and exacerbate specific major economic problems and a growing awareness of 
the mutuality of some economic interests among some of the countries dictates a 
new approach in achieving our objectives through the mutual security program. 
It is for these reasons that we are asking for a new, flexible Middle East and Africa 
fund, not geared at the outset to our continuing bilateral country aid program, 
though the importance of the latter has not diminished. 

In the past year the Soviet bloc objective first of eliminating all Western 
influence from the area and, second, of dominating it themselves, has remained 
unchanged. It is significant that on February 24, 1956, a resolution of the 20th 
Communist Party Congress singled out no less than four NEA countries—Egypt, 
Syria, Iran and Turkey—as worthy of particular attention to the Communists. 

Soviet tactics, however, have changed markedly. The Communist posture 
of the area used to be one of threat and thinly veiled attempts to subvert Near 
Eastern Governments. The Soviet bloc is currently stressing the line that they 
stand in the van of the strugglers against imperialism and have shown a willing- 
ness to support the foreign policies and claims of the governments of those Near 
East States which are immediate Soviet targets in the area. 

This New Look has been accompanied by offers of the use of the Soviet véto 
in the U. N., declarations of solidarity, offers and deliveries of Soviet bloc arms, 
attractive-looking offers of trade agreements, technical assistance, loans and 
grants for economic development, invitations to visit the U. 8. 8. R., and cultural 
missions. It goes without saying that with Soviet aid come Soviet “technicians. 

In its penctration of the area the Soviet Government makes the effective 
pretense that no strings are tied, no affiliations or commitments implied, and in 
fact it encourages neutralism. The current Soviet maneuvers are realistically 
keyed to the existing situation in most of the Near East States. 4 

A history of centuries of foreign control and domination has led Near East 
leaders, who are grappling with the problems of economic and social development, 
and internal and international responsibility, to retain considerable suspicion and 
distrust of the countries which formerly held power in the area, United States 
ties to and friendship with these countries arouse apprehension in the Near Kast 
lest the United States give unswerving support to imperialistic tactics of our 
allies or even that the United States itself might adopt such tactics. Local 
quarrels obscure the impact of world developments. The overwhelming issues 
between the free world and the Communist bloc are not appreciated, and refuge 
is taken in a tendency toward neutralism. 
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The primary sector of the Soviet virus has been the unresolved quarrel remain- 
ing from the Arab-Israel hostilities of 1948. LEgypt’s fear of Israel’s military 
superiority motivated the Egyptian-Czech arms deal of September 1955. The 
large-scale deliveries of Soviet bloc arms to Egypt understandably arouse consid- 
erable apprehension in Israel and pressure mounts to strengthen the Israel military 
forces to counter deliveries to the Arabs. 

The frightening prospects of a devastating arms race or even a resurgence of 
hostilities are thus enhanced. United States policy is aimed at the achievement 
of a peaceful and equitable settlement of Arab-Israel differences. Our goal in the 
area is the permanent security of the States there. Their future peace and pros- 
perity will not rest primarily upon arms, but upon the international rule of law 
and the establishment of friendly relations among neighbors. 

We are proud of our record of accomplishment in the Arab States and Israel in 
the fields of technical assistance and economic development. Progress has been 
fostered and the sovereign independence of the nations of the area has been 
strengthened as a result of our efforts. 

Plans have gone forward for the harnessing of the rivers of the area, the Nile, 
the Jordan, the Litani, and the Tigris. New methods of attacking disease and 
problems of inadequate production have been devised. Roads have been built. 
We need to continue and intensify our efforts along these lines in order to show 
the Near Eastern peoples that the peaceful economic and social development to 
which they aspire may best be obtained through cooperation with the free world— 
not the Communist bloc. 

The northern part of the Near East, consisting of Greece, Turkey, and Iran, 
is a strategic area along the Iron Curtain and all three countries are growing in 
economic strength. Greece and Turkey are members of NATO and are also 
allied with Yugoslavia in the Balkan alliance. 

Iran and Turkey are members of the Baghdad Pact along with Iraq, Pakistan, 
and the United Kingdom. Geographically the members of NATO and the 
Baghdad Pact form an uninterrupted are running from above the Arctic Circle 
in Norway through Pakistan. Greece, Turkey, and Iran are at the center of 
this collective-defense area, and each of them belongs to one or both of these 
defensive associations. 

Turkey, as a comparatively new republic, has pressed forward rapidly with a 
program designed to convert it from an underdeveloped country into a modern 
state. It has taken tremendous strides in accomplishing this transition. 

A key element has been an economic development program which has stretched 
Turkey’s own means to the limit and which has led to serious internal and 
external financial difficulties. To meet this problem the Government has now 
pledged itself to undertake a rigorous economic stabilization program. If 
Turkey’s efforts to develop a sound economy are to be successful, and if Turkey 
is to maintain its strong position on the strategic eastern flank of NATO, and 
its key place in the collective security arrangements of the area, it must have 
continued assistance. 

Greece’s traditional friendship for America, its strategic location, and its 
important place in the NATO defense structure are really the key in the United 
States interest in Greek welfare and stability. 

The greater part of the large amounts of United States aid received in the past 
was used up immediately in defending the country against armed Communist 
attack. While Greece is still one of the poorest of the NATO countries, it has 
made remarkable economic progress since the end of the Communist guerrilla war. 
But its strategic location requires the maintenance of defense forces in the NATO 
structure beyond the capacity of its own resources if its economic development 
is to continue. 

Iran has abandoned its traditional neutrality by adhering to the Baghdad Pact. 
This direct participation in the free world collective security system has called 
forth unfriendly and even threatening reaction from the U. 8. S. R. with which it 
has a 1,200-mile common frontier. 

_ Iran’s large economic development program is proceeding. We have long been 
interested in helping Iran to carry out its plans for economic and social improve- 
ment. Partly due to demands placed on it by this program and partly because 
the Iranian economy has not yet fully recovered from the disruption caused by 
loss of oil revenues following nationalization, Iran has not been able to balance its 
ordinary budget despite its reviving oil revenues. 

_ Various internal reforms now underway are directed at this problem. The 
importance to United States objectives of supporting Iranian efforts toward 
economic development and its continued alinement with the free world in the face 
of Soviet threats, cannot be overemphasized. 
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Africa is a tremendous continent, four times the size of the United States, rich 
in mineral resources, and in most of its area far behind in achieving 20th century 
development. It is all too clear that the Communist bloc is well aware of the 
potential of Africa and is making a concerted effort to penetrate the continent. 

The tempo of social, economic, and political change has increased tremendously 
during the past year. The problem of developing policies which further our 
national interests in Africa is complex indeed, for this is a continent of as great 
diversity in social, economic, and political features as in climate and topography. 
Here we must deal with both independent countries and territories in varying 
stages of social and economic underdevelopment and are faced with all the usual 
impediments to progress. With those areas in a dependent status our relation- 
ships must fall into a triangular pattern with the colonial powers. 

his requires that our policies relating to the dependent territories must be 
reconciled to our national interests in both the metropoles and the territories, and 
to their respective interests which are at times conflicting. 

The United States desires that the peoples of Africa progress and share in the 
social, economic, and political freedoms and advantages of the West. Beyond 
this the continent’s human and natural resources contribute very significantly 
to the strength of the Western World. i 

Our interest includes continued access to Africa’s important and in some cases 
vital supplies of a number of essential materials including uranium, industrial 
diamonds, copper, manganese, cobalt, beryl, asbestos, chrome, rubber, zine, lead, 
ore, cocoa, and sisal. It includes also strategic airbases and communications 
facilities, particularly those spotted across the northern part of the continent. 

Africa, probably more than anywhere in the world, is a crucial testing ground of 
the good judgment and leadership of the Western Powers. It is essential that 
the United States through the mutual security program strengthen its ties with and 
support the development aspirations of the independent nations of Africa. It is 
equally important we work with our allies in recognizing the aspirations for inde- 
pendence and development of dependent peoples, 

We and our western European allies are directly involved, and the eyes of the 
underdeveloped peoples everywhere are upon us. Here we must collaborate in 
demonstrating conclusively the superior values of free world ideals. 

I should like now to turn to south Asia, The five south Asian countries, India, 
Pakistan, Afghanistan, Ceylon, and Nepal, however different in some respects, 
are profoundly alike in their basic national goals. These goals are the mainte- 
nance of political independence and the achievement of economic strength. Our 
national situation in the early years of our independence was essentially that of the 
south Asian nations today. But the pace of political and economic developments 
is more rapid in the world of today, and the ideology of communism offers less 
developed countries a pattern for economic growth which neglects the cost to 
individual and—in the end—national liberties. Awareness of the rapidity of 
economic change adds urgency to the awakened demands of the newly independent 
peoples of south Asia for improvement of their living standards. 

Soviet bloc offers of economic assistance in various forms, while holding dangers 
known to the governments and peoples, are tempting because they coincide in 
time with these exigent national aspirations. 

As we said last year, economic improvement in the less developed countries is 
extremely important to us. Vast differences in standards of living constitute a 
constant source of irritation in international relations at a time when strength 
and cooperation are essential. 

The determination that the extension of assistance to the countries of south 
Asia is in our national interest is equally valid today. What has become even 
clearer in the last year is the nature, the extent, and the drive of the Communist 
bloc economic wooing of the free nations of Asia. That this activity is in one sense 
a compliment to the effectiveness of our own assistance programs in the area makes 
it no less a danger to the independence of these nations and, hence, to our interests. 

The importance to us of the freedom and independence of the south Asian 
countries can, perhaps, be more keenly appreciated if we think of the consequences 
if they were to become committed to communism or disaffected. with the free 
world. These five countries contain almost one-fifth of the world’s population. 

They have some 3,000 miles of common border with the Asian lands now 
dominated by the Communists. South Asia is a key area linking the Near East 
and the Far East and dominates the communication lines between Europe and 
the Far East. ; 

The countries have important amounts of scarce materials. In 1 year, India 
alone supplied the United States with 41 percent of our manganese imports, 68 per 
cent of our kyanite imports, 57 percent of our mica imports, and over 95 percent 
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of our jute product imports. Thus, geographical, commercial, and strategic 
interests reinforce our desire to see these Asian peoples remain free and advance 
economically. 

India’s 375 million people have made remarkable, if modest, advances under 
India’s first 5-year plan of economic development. However, India will have to 
make even greater efforts if it is to reach the development goals of its second 
5-year plan. This plan, which commences this April, aims at an increase of 
national income of 25 percent by 1961, achieved through expenditures more than 
double that of the earlier plan. 

Even with new taxes, new borrowings and large deficit financing, the plan 
requires external assistance of $1.7 billion if it is to sueceed. Before the visit 
last winter of Messrs. Bulganin and Kruschev, the Soviet bloc had made offers 
of economic assistance to India. These offers have now been substantially in- 
creased. The basis for continuing our aid to India has, however, not been changed 
by these events. 

“India wants and intends to preserve the values of freedom and democracy. 
Its economic system may become less like our own; we may continue to have 
different views on the best way to preserve peace; but with our basic identity of 
values, we can with good will compose our differences. Our aid is an important 
evidence of our belief that India will continue to demonstrate that a free Asian 
nation can meet the desires of its people for progress under a democratic system. 

Pakistan has continued its adherence to the free world’s system of collective 
security. In addition to its membership in the Southeast Asia Treaty Organiza- 
tion, it has joined three of its neighbors and the United Kingdom in the Baghdad 
Pact Organization. 

Pakistan has established a new constitution under which it has become a 
Republic. Although the financial demands of its defense establishment and com- 
mitments are substantial, and both east and west have had severe floods this 
year, Pakistan has continued its valiant efforts in the field of economic 
advancement. 

Pakistan has also been evolving a new, comprehensive 5-year plan of develop- 
ment. Pakistan looks to its partners in the free world for the assistance neces- 
sary to supplement its own defense and development efforts. 

The impact of the Soviet bloc offers of assistance on the less developed countries 
of Asia has perhaps been greatest in Afghanistan. The seeds were dropped on 
ground fertilized last spring by the flareup of Afghanistan’s dispute with neighbor- 
ing Pakistan over Pushtunistan. 

This dispute with Pakistan, and Afghanistan’s intense desire for hastened 
economic improvement created a situation of receptivity to massive Soviet aid 
offers. Following earlier loans for various projects, the Soviet Union offered 
Afghanistan a $100 million line of credit during the Bulganin-Kruschev visit. 
The terms of the loan, 30 years at 2 percent interest, were appealing and Afghan- 
istan signed an agreement. i 

Although Afghanistan has assumed a heavy mortgage on its freedom, the inter- 
est of the United States in Afghanistan’s continued independence has not been 
changed by these events. To this end, we are also concerned in strengthening 
Afghanistan’s ties with its free neighbors and the United States. We have demon- 
strated the genuine nature of our interest in Afghanistan in many ways, including 
the extension of loans and grants totaling almost $50 million since 1951. 

Nepal has taken further steps to strengthen its political system and undertake 
a more comprehensive attack on its economic problems. The King has announced 
that Nepal’s first elections will be held in October 1957, and has meanwhile ap- 
pointed a new Prime Minister and Cabinet. Nepal has introduced a new 5-year 
plan of economic development which includes the much needed expansion of its 
internal and external transportation and communications system. The Prime 
Minister has expressed particular hopes for aid from traditionally friendly 
countries. 

Ceylon, with whom we have had the friendliest of relations, is an island Republic 
Whose continued independence and economic development is extremely important 
to United States objectives. With its great dependence on exports for a substan- 
tial part of its national income, Ceylon faces difficult problems of development. 

ecently national elections resulted in replacement of the former Government— 
one whose officials were most outspoken in the support of free-world objectives, 

[ts electoral defeat was based on internal, domestic considerations rather than 
on matters of international relations. With its new Government, Ceylon is still 
an important member of the free world. And from the point of view of United 
States interests, the most significant factor is that the governmental change was 
accomplished through democratic processes. 
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Our programs of assistance are an essential arm of our foreign policy. They 
give substance to our support of the aspirations of free people to remain free and 
to become economically strong. They are of vital importance both to the coun- 
tries of south Asia and to the objectives of United States policy. 


Mr. Auten. This committee has heard the basic justification for 
the mutual-security program. So, it is probably a waste of time for 
me to try to go over the general justification, more than to say that 
those justifications are particularly pertinent for the Near East, south 
Asia and African area. 

The area we are considering today has gone through an amazing 
transition in the last 10 years. Sometimes it is not brought suffi- 
ciently to our attention how rapidly changes are taking place in this 
part of the world. 

I would like to take just a minute to review for the committee a few 
of the things that have happened in the development of self-govern- 
ment and independence. leas we take time off to look at it, we 
often don’t realize how rapidly things are occurring. I jotted down 
last night a few of these developments that have taken place in the 
last 10 years. Many of these are still taking place, right under our 
nose. 

You hardly pick up a newspaper any morning without seeing some 
new government that has come into office for the first time, in Tunisia, 
Morocco, or some other area. 

I don’t pretend that this list is exhaustive, but I will draw to your 
attention some of the places in this part of the world that were up to 
World War II under alien rule, and which now have governments of 
their own choice. 

Our area starts with Greece, as you know. The 12 islands off the 
coast of Turkey are called the Dodecanese. The majority of their 
population is Greek. The Dodecanese, now a part of Greece, for- 
merly were controlled by Italy. 

Moving on down the map, Lebanon and Syria now have independent 
Governments, and are full members of the United Nations. They 
obtained their freedom from France. Palestine, Jordan and Iraq 
have obtained their full sovereignty. Iraq has been a member of the 
League of Nations since 1932, but it was only last year that a new 
arrangement was entered into between Iraq and Great Britain by 
which the British flag was lowered from the base at Habbanaya and 
the Iraqi flag put up, in the general process of achieving full self- 
government. 

The State of Israel came into existence May 14, 1948. 

In Egypt, British troops are at this very moment finally leaving 
the Suez Canal, having been there for 80 years. 

Iran also comes into the picture. Until last year a dispute between 
the Iranian Government and the oil company which had a concession 
in southern Iran resulted in a nationalistic quarrel between the 
Iranian Government and what they felt was the domination of one 
oil company. 

That dispute has been arranged so that the people of Iran are 
now working harmoniously with an international oil group which Is 
not considered by the Iranians to be imperialistic. 

Yemen has joined the United Nations and is now in full membership 
in the family of nations. 
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The biggest single bloc of new states is Pakistan, India, Ceylon, 
and Burma, which have all been free since 1947. That one group 
includes almost a half billion people. 

The Sudan has just recently become independent. This week a new 
American Ambassador is going to the Sudan for the first time, a new 
member of the family of nations. 

The Italian territories in Africa, Eritrea, Somaliland, and Libya 
have all been freed from foreign domination. Ethiopia has resumed 
its status of independence. 

In the heart of Africa, the Central African Federation is emerging 
as a new entity in the British Commonwealth. Just 2 months ago 
the Vice Prime Minister of the Central African Federation visited 
the United States on his own feet as a representative of this new 
political entity, speaking for the Federation of Central Africa. 

Nigeria and the Gold Coast are evolving very rapidly toward 
autonomy. In North Africa, Tunisia and Morocco have gained their 
independence in the last month. 

These things are happening extremely rapidly. I mention this 
because oftentimes the United States is pictured as compromising on 
the question of the aspirations of people to obtain their independence. 

[ don’t pretend that this area of the world has finished its struggle, 
but developments are happening so rapidly that in many respects it 
is almost breathtaking. I am glad it is. The United States is sup- 
porting it. 

This brings us to the question for immediate consideration, our 
mutual security program. It is one thing for these areas to gain 
political independence. Oftentimes the local patriots who are fighting 
so hard to gain independence overlook or are not aware of the diffi- 
culties of maintaining it once it has been gained. That is often when 
the real struggle comes. 

Politicians can arouse great enthusiasm in these areas by demanding 
self-rule, without worrying too much about the many financial and 
political problems which must be faced. Power vacuums have been 
left in the area which in some instances have weakened the area to 
withstand onslaughts from outside. 

The United States has assisted in the achievement of these political 
aspirations, and we have the obligation, in my view, to continue to 
have an interest in these new countries, to help them maintain their 
independence through the establishment of viable economies, and to 
help their governments achieve their aims of improving standards of 
living and physical security from aggression. 

There are 1 or 2 questions concerning this part of the world which I 
know perfectly well, the members of the committee have in mind. 
And while we are in public session, I will undertake to make a few 
remarks about some items that may be considered controversial. 

First and foremost is the question of the new Soviet tactics in this 
part of the world—Soviet offers of economic aid, Soviet sales of mili- 
tary equipment, and so forth. 

_I don’t have to wait for members of the committee to ask me ques- 
tions on this aspect because I know it is in all of your minds. This is 
particularly true as regards countries which are referred to as neutra- 
list; India and Egypt come immediately to mind. 

What is the policy of the United States Government and how should 
we conduct ourselves in the face of this new factor element that has 
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entered the picture? When the Soviet Union comes into a country 
like Egypt, or Afghanistan, or India, to name the most conspicuous 
cases, and makes impressive offers of economic aid, the United States 
could take 1 of 2 policies. There are strong adherents of each alterna- 
tive. Members of my staff in New Delhi, for example, when the 
Soviets first showed up there, said to me with great conviction, “We 
ought not allow ourselves to be jockeyed in a position of being elbowed 
by these Soviets coming in here or by the Indians allowing them to 
come in here. Why don’t we tell the Indian Government that if it 
wants to continue to have economic aid from the United States, it 
must tell these Russians right here and now that the United States 
won’t have any truck with them. As long as Russians are in here 
bidding against the United States, we are going to be caught in a 

rindstone or be played off one against the other. We ought not to 
let the United States get into that position. Consequently, we ought 
to have it clear-cut right now. India must play with us solely or not 
at all.” 

That point of view is argued with very great conviction by a good 
many people. It seems to me, however, that if the United States 
were to take the position that it is all or nothing, if we said that any- 
body who receives economic aid from the United States has to be 100 
percent in the American camp and rely entirely on the United States 
for aid, we would be getting dangerously near the position the Soviet 
Government itself has taken in the past many times. 

I had the experience in Yugoslavia of seeing how the Russians had 
made a very great mistake there. The Yugoslavs were 90 or 95 per- 
cent friendly to Soviet Russia and were perfectly willing to work 
along with Soviet Russia when the Yugoslavs were in the Cominform. 
But because Yugoslavia wasn’t 100 percent in accord with everything 
that the Soviet Union did, the Soviet Union said, ‘“That isn’t good 
enough. You have to be absolutely in our camp or you are out the 
window completely.”” The Soviets lost Yugoslavia for quite a while. 
They had to learn a lesson. 

The United States can compete, and compete in a superior manner, 
in my estimation, in helping foreign countries to maintain their 
defense posture and develop their economies. I am not afraid of the 
competition of anybody with the United States in this field. 

Another question comes up frequently which I think we should 
talk about perfectly clearly and openly. It is the accusation, often 
levied by our closestfriends, that the way to get things out of the 
United States is to flirt with the Soviet Union; the United States will 
then come heaping gifts. We hear that all the time. We are perfectly 
aware of that accusation. I attended a meeting not long ago of the 
Manila Pact powers in Karachi. Some of our closest friends were 
very quarrelsome with us, saying that when Nasser goes and makes a 
deal with Soviet Russia to buy arms from Czechoslovakia, we answer 
by offering to build Nasser a great dam on the Nile. If I heard that 
once, I have heard it a hundred times. 

What is the answer? In the first place, let me remind you of this. 
States which are friendly to the United States do benefit by it and 
benefit by it very materially. When I went to India 3 years ago, 
the ratio of American aid to India as compared with Pakistan was 
4 to 1 in favor of India. We judged our relations with India and 
Pakistan on the same basis. We gave only economic aid to those 





untry 
icuous 
States 
terna- 
n the 
» “We 
bowed 
em to 
it if it 
tes, it 
States 
1 here 
t ina 
not to 
ought 
or not 


good 
States 
; any- 
e 100 
states 
Oviet 


s had 
) per- 
work 
form. 
thing 
good 
it the 
vhile. 


nner, 
their 
f the 


ould 
often 
f the 
s will 
ectly 
f the 
were 
kes a 
swer 
that 


this. 
and 
ago, 
was 
and 
those 


MUTUAL SECURITY ACT OF 1956 543 


countries at that time. The population of India is 4 times as large 
as that of Pakistan, and we used a rule of thumb and felt that India 
should get aid on the basis of 4 to 1. 

This year the amount of American aid to Pakistan will probably 
be one and one-half times as much as to India, and next year the ratio 
may be even larger. So, when our friends say it doesn’t pay to show 
these colors, the answer is that on a material, statistical basis, it cer- 
tainly does. At the same time no matter how close our collective 
security relations may be with certain countries, we are not necessarily 
going to cut off economic aid to other countries. We were already 
talking to Egypt about the Aswan Dam when the Russians came 
into the picture. We have not made any attempt to better our offer 
but we also have not run from the field. And the essentials of the 
issues in the area have not been changed by the Russian offers. 

There are many political issues in which the United States is friendly 
to both or all the contestants. Let us take the issue of Cyprus as an 
example. Our British friends are often upset because they think we 
don’t understand the British position in Cyprus clearly enough. Our 
Greek friends are also unhappy with us. So are our Turkish friends. 
That brings up the question how to conduct foreign relations—whether 
in a responsible manner or an irresponsible manner. 

It is often tempting to throw caution to the winds and come out 
absolutely 100 percent on one side of a case; if the issue is colonialism, 
many people advise the Department to make no bones about it, let 
the chips fall where they may, declare the United States 100 percent 
in favor of the colony’s getting its independence immediately and 
disregard other considerations. 

We have recently seen representatives of Soviet Russia going 
about the world acting in what I would call an irresponsible manner. 
When they saw a chance to get a temporary advantage here or there, 
they threw caution to the wind and came out 100 percent on one 
side, as if there was absolutely no doubt about the fact that there was 
only one side to the case. Kashmir was a good example. They saw 
only the Indian side, whereas we saw two sides. The Israeli-Arab 
dispute is another. 

The United States is trying to conduct its foreign relations in a 
responsible manner. We want to maintain friendship witlh all the 
peoples of the Middle East. The countries involved feel very strongly 
about the Kashmir and the Palestine and the Cyprus and Pushtoon 
issues. Each side feels that the United States is not supporting its 
case strongly enough. As a result we usually hear complaints from 
both sides. It is often remarked that the United States seems to be 
losing its position everywhere, because Americans going abroad hear 
only complaints. 

It seems to me that we have entered an era of diplomacy by com- 
plaint. Of every 10 foreign representatives who come to my office, 
it seems to me that 9 of them want to complain about something or 
other, usually that the United States hasn’t given the political or 
re support expected or has offered more support to somebody 
eise, 

We seem destined for that role. The point, it seems to me, is that 
we should not throw up our hands in despair that this situation exists. 
It is almost inevitable, as a result of the influence and importance of 
the United States. 
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If the United States weren’t so important in these issues, foreign 
ambassadors wouldn’t be coming to the State Department complain- 
ing of our stand on this question or that. Many nations don’t have 
this problem, because their opinion isn’t crucial. Ours often is. 

A nation the size of the United States must expect pressure as a 
normal thing. We must go straight ahead as honestly and forth- 
_rightly as we can in carrying out our policies and not be worried that 
we don’t seem to be adored everywhere. 

Mr. Chairman, I have talked too long. Perhaps you would like to 
have a round of questions. 

Chairman Ricuarps. Thank you, Mr. Allen. That was a very 
fine statement. Mr. Gordon. 

Mr. Gorvon. Not at this time, Mr. Chairman. 

Chairman Ricwarps. Mr. Vorys. 

Mr. Vorys. Mr. Chairman, sometimes we go across the board and 
get the political, economic, and military picture before us before 
questions. Did you intend not to do that this morning? 

Chairman Ricwarps. In this case, I wanted to go around the table 
for questioning Mr. Allen first. 

Mr. Vorys. If you proceed that way 

Chairman Ricwarps. Unless you have questions that the other 
people might have to answer. 

Mr. Vorys. Mr. Allen has touched, of course, the subject that is 
awfully important. You say the United States can compete with the 
U.S.S. R. in economic aid, and yet we say we are not going to compete 
and try to outbid them, as I understand it. I don’t get the yardstick, 
the principle we are going to apply. Are we always going to match 
their offers, and then tell the country, ““Now, you can take it or leave 
it’? Are we going to try to make a better offer than they do, and then 
say to the country, “If you don’t want theirs, take ours”? Do we 
ever say, “In view of the nature of the Soviet offer, we recommend 
that you take theirs’’? 

Those are three of the questions that are in my mind, and I think in 
the minds of many of us. 

Mr. Auten. Mr. Vorys, you have put your finger on an apparent 
inconsistency when you point out that statements have been made by 
spokesmen of the administration that we do not intend to compete 
with the Soviet offers whereas I have just said that I think we can 
compete, and compete well, with the Soviet Union. 

Mr. Vorys. I am not trying to ask a trick question. 

Mr. AuLENn. I am glad you put it that way, because it gives me an 
opportunity to respond to your very pertinent point. 

As far as I know, we have never tried to match a Soviet offer in any 
of these countries. Let us take the Aswan Dam as a good example. 
I don’t know that the Soviet offers have been actually put down in 
black and white, but the reports are that they have expressed a willing- 
ness to lend enough money, $300 million, for the actual construction 
of the dam, over a 50-year period at 2 percent, or something like that. 
I am not certain that any such offer has been made. 

But, for the sake of argument, let’s say that is the Soviet offer. As 
far as I know, that has no bearing at all on the proposal we have put 
forward. We have put forward as honest and justifiable a program 
as the United States, the British, and the International Bank could 
put together, and have let it stand on its own merits. 
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I don’t know that I have ever heard an American official say to a 
foreign government, unless he perhaps had his tongue in his cheek, 
“Why don’t you take the Russian offer?’”’ What we do, is to put 
forward our offer as best we can, and in the most friendly manner. If 
it is acceptable and can form the basis of an arrangement, well and 
good. If it can’t, we are very sorry. We are not going to shape 
our offer into a different mode! to meet the Soviet offers. 

From that point of view, we are not going to try to compete. 
When I said “‘compete,”’ I meant in the general broad sense of a mutual 
assistance and security program in an area. If the Soviet Union 
also tries to carry one on, I think we will come out on top. 

Mr. Vorys. The Aswan Dam is certainly a good example, because, 
as I understood it, and I haven’t gotten all my information from the 
newspapers, there was a Soviet offer and a United States and British 
offer. Those offers are competitive in that the Egyptians can take 
their pick. I am not quibbling on the word ‘‘competition,”’ because, 
of course, we are going to compete with the Soviet system all over the 
world in any kind of competition there is. I am trying to get in my 
mind what the nature of our position is going to be. Let’s not quibble 
over words. There certainly was a Soviet offer. There was an 
American offer. 

During our hearings we have heard, and we have similar public 
statements from our highest officials that the new look of the Soviets 
on their proposals of economic aid changed the picture for us. I 
looked ahead at a statement which we will receive later in the morning, 
and there is a long list of Soviet offers. We can’t pretend that we 
don’t know about those offers or that they don’t affect us. In fact, 
we are reminded that they do affect us. 

What is our position? I come back to this. You say no official 
has ever said, ‘‘Well, go ahead and take the Soviet offer.” Have 
we ever said, “All right. Let them do part of it and we will do part 
of it?”’ 

Mr. AuLEN. I know of no instance, Congressman Vorys, when we 
have said that. 

Chairman Ricuarps. I was under the impression this morning 
that Mr. McGuire’s entire testimony would be in executive session. 
I understand you have a statement which can be given in open session? 


STATEMENT OF E. PERKINS McGUIRE, DEPUTY ASSISTANT 
SECRETARY FOR INTERNATIONAL SECURITY AFFAIRS, DE- 
PARTMENT OF DEFENSE 


Mr. McGuire. I have a short opening statement. 

Chairman Ricuarps. I believe it will be better to proceed with 
these gentlemen, just as we have been, on a team basis rather than 
continue the questioning of Mr. Allen. Have you a statement to 
place in the record, Mr. McGuire? 

Mr. McGuire. I have. It isashort one. I would like to read it. 

Chairman Ricuarps. Our next witness will be Mr. E. Perkins 
McGuire, Deputy Assistant Secretary for International Security 
Affairs, Department of Defense. 

Mr. McGuire. Mr. Chairman and members of the committee, 
you have heard from the witnesses of the Department of State and 
of ICA the political and economic aspects of the area. I would like 
now to briefly outline to you its military importance. 
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Even if its oil resources did not exist, the strategic importance of 
the Near East would rank high, since it comprises the land bridge 
leading from the Soviet countries to the north into and beyond the 
Suez area. By establishing dominating power and influence over 
the area, Soviet Russia could obtain ready access to the Mediterranean 
and the Indian Ocean, thereby obtaining the warm-water ports which 
have been her persistent objective since early czarist days. 

In addition, the Near East currently supplies the major portion of 
Western Europe’s peacetime oil needs. During wartime Western 
Europe would continue to depend heavily on the Near East as a source 
of oil. 

The objective of United States policy in these areas, as in other 
areas, is to assist the countries in maintaining their independence and 
to prevent them from falling under the domination of the Commu- 
nists. 

United States military interests in this area require maintaining the 
security of: the NATO right flank, the SEATO left flank, the direct 
sea route from the Mediterranean to the East, and certain air bases and 
the Persian Gulf oil-producing areas. 

The recent treaty between Turkey, Iraq, Iran, Pakistan, and Great 
Britain, called the Baghdad Pact, provides for the military, political, 
and economic cooperation of the member nations for mutual defense 
and security. 

The pact provides the link connecting NATO on the West and 
SEATO on the East, thus completing the strategic defensive perim- 
eter. While the United States is not a member, it strongly supports 
this collective-security system. Although the present military power 
of the pact is not yet great, a good foundation has been laid, and it is 
expected that the cooperative measures being taken by the Baghdad 
Pact nations will serve to bring them into an effective political, 
economic, and military relationship with each other and with the 
free world. 

Were it not for the ‘‘northern tier’ of Baghdad Pact countries now 
being helped by United States military and economic assistance, no 
coordinated force would exist in the Middle East potentially capable 
of deterring Soviet efforts to penetrate. 

The Soviets continue to be thwarted in their efforts to obtain ready 
access to the Mediterranean by the firm stand of Turkey astride the 
Dardanelles. Their efforts to dominate Iran and the Persian Gulf 
are now also deterred by the increasing strength and stability of Iran. 
This strength is due in part to United States assistance. 

Among the factors which affect the desirability of military assistance 
in this area are the following: 

1. Most of the countries of this area are not capable of financing 
out of their own resources the equipping and support of those military 
forces required to deter aggression and to maintain internal security. 
Some of them need not only military assistance in the form of weapons 
and supplies, but also defense support giving other direct and indirect 
help to their defense effort. 

2. The Soviets, taking advantage of the various antagonisms and 
controversies which beset the region and encouraged by the weakness 
inherent in many states of the area, have recently stepped up their 
efforts to penetrate this region by all means short of military 
aggression. 
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3. The current Arab-Israeli dispute has greatly complicated the 
problem in this area. 

The importance of the area to the free world makes it to the interest 
of the United States to continue economic and military assistance to 
the governments of these states which stand in the path of Soviet 
penetration into and beyond the Near East. 

The following briefly summarizes for this area the results so far 
achieved and the reasons for continued United States military 
assistance. 

Over the past years, the military equipment and training received 
by Greece and Turkey has resulted in relatively strong forces in this 
strategic location on the NATO right flank. However, military 
assistance is still required to enable them to maintain and modernize 
their forces to the standards agreed upon in NATO. 

Turkey’s ground forces represent a considerable and valuable force 
at the disposal of NATO. Greek forces are necessary for the defense 
of its own strategic area. Both countries require defense support. 

The provision of military aid to Iraq, Iran, and Pakistan has served 
to surengthen the internal security and defensive potential of these 
countries. The formation of the Baghdad Pact last year means that 
the equipment is more likely to be effectively used than if the members’ 
efforts were not thus unified. 

Together with Great Britain, the United States must provide sub- 
stantial further military aid if the objectives of this collective security 
arrangement, which we supported, are to be achieved. Such military 
aid should take into consideration the military mission assigned to 
each country’s forces in the future joint defense plans as well as the 
country’s potential capabilities. 

In Ethiopia our military assistance has strengthened internal 
security. That country, it must be remembered also, has contributed 
an effective fighting unit to the United Nations forces in Korea. 

In conclusion : 

1. The Middle East must be recognized as an area where threat of 
military aggression still exists. 

2. The accelerated efforts of the Soviets to penetrate the area by 
peaceful means makes essential effective use of mutual-security as- 
sistance, both military and economic, to preserve the freedom and 
independence of nations in the area. 

3. The importance of the area and its oil resources to the free world 
requires that the strength of the independent nations and their 
capacity to remain free be built up in every practicable manner. 

Chairman Ricuarps. We will now hear from Mr. Stephen P. Dor- 
sey, acting regional director, Office of Near East, South Asia, and 
Africa Operations, International Cooperation Administration. 

Mr. Dezsey, you have a statement, do you not? Do you wish to 
place it 1n the record or do you wish to read your statement? 


STATEMENT OF STEPHEN P. DORSEY, ACTING REGIONAL 
DIRECTOR, OFFICE OF NEAR EAST, SOUTH ASIA, AND AFRICA 
OPERATIONS, INTERNATIONAL COOPERATION ADMINISTRA- 
TION 


Mr. Dorsgy. Mr. Chairman, I have submitted to you a fairly 
complete statement of the program for consideration, which I would 


like to submit for the record, if this meets with your approval. 
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Chairman Ricuarps. Without objection, the statement will be 
placed in the record at this point. 
(The statement referred to is as follows:) 


NEAR EAST AND AFRICA 


Mr. Chairman and members of the committee, for the Near East and Africa, 
we are requesting authorization for appropriations in the amount of $884,318,000 
for fiscal year 1957 as compared with estimated obligations of $400,976,000 during 
fiscal year 1956. The increase consists principally of the following items: (1) 
Military assistance, increase of $367 million over the fiscal year 1956 program; 
and (2) a Middle East and Africa fund in the amount of $100 million, for flexible 
use in providing developmental assistance in the area. 

The Department of Defense witness will outline and discuss the military 
assistance program; I shall confine my remarks to the economic and technical 
assistance programs for the area. 

We are requesting $170 million for defense support programs in Greece, Turkey, 
and Iran; $63 million for developmeat assistance in the Arab States and Israel; 
$34.1 million for technical cooperation programs in the entire region; $100 million 
for the flexible fund I have mentioned; and authority to carry over $45.3 million of 
unobligated Palestine refugee program funds. 


Problems facing the Near East and Africa 

The political framework within which the programs are cast has been described 
by the representative from the State Department. He has similarly enumerated 
the perplexing problems facing the United States in achieving our objectives in 
this tumultuous area; a task further complicated by Soviet bloc moves in recent 
months. 

It is clear from his remarks that the political tensions and instability arise in 
part from the economic condition of the area and that the attack on economic 
problems is in turn complicated by the political tensions. I should like to describe 
briefly those economic conditions. 

This area, while it contains some two-thirds of the world’s proved oil reserves in 
addition to valuable minerals and, in Africa timber and tree crop resources, is 
still gravely handicapped by the poverty of its people. 

It has become increasingly evident that the social and economic revolution that 
inspired the United States to launch its technical cooperation program is of even 
greater magnitude and scope than we had supposed. The situation more urgently 
requires the sympathetic attention of the free world than was recognized by us 
when that program was launched. 

The economic revolution which is everywhere gaining increasing momentum is 
conspicuous in urban as well as in rural areas. There is conflict in the cities be- 
tween various groups contending for power. The village dwellers, who must wait 
longest for reforms to better their lot, have seen enough change within the last 
decade to whet their appetities for a great deal more change immediately. The 
pressure from the grassroots is insistent and articulate and its urgency affects, 
frequently guides, the policies pursued by leadership throughout. The demand is 
for progress. 

Throughout the Near East countries the most pressing problems with which 
we are faced are the lack of water and the resultant inadequacy in food produc- 
tion, a lack of adequate communications and transportation to facilitate both 
internal marketing and the flow of goods for the export-import trade, widespread 
disease among the people which reduces their capacity for productive work, and 
insufficient education, especially continued need for additional training in tech- 
nical skills necessary for economic development. Per capita income is still at 
the starvation border level over much of the area, 

Rapid quantitative increase in capital equipment is necessary, even if presently 
insufficient by itself, to accomplish the results demanded. Seventy-five percent 
of the population of these countries live on the land and receive almost no cash. 

Wage earners in the cities, although receiving their wages in cash, usually re- 
quire all their earnings for the bare necessities of life. There is little capacity for 
savings or for paying taxes because of the low level of real income. 

The following is a summary of the reasons for continued United States assistance 
and a brief record of the progress made to date. 


Assistance to Egypt 


Our program in Egypt has consisted of technical assistance projects in the fields 
of modern agricultural techniques, water spreading, and improvement of health 
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facilities, with special emphasis on the control of bilharzia, one of the greatest 
health problems in Egypt. 

In the program to control bilharzia, the most marked success has been achieved. 
Indications are that the joint efforts of ICA teams, Egyptians, and U. N, technicians 
have brought under control the carrier of this debilitating diseasei n selected areas. 
The Government of Egypt, on its own, may be expected to expand the program 
increasingly now that basic techniques have been developed. 

We are prepared to contribute to the long range economic development of Egypt 
by assisting in the construction of the high Aswan Dam, which will greatly in- 
crease the acreage of arable land and power resources. When completed, high 
Aswan will make available water for the irrigation of 2 million acres and will pro- 
vide 6 billion kilowatt-hours annually in power facilities, with a potential of an 
additional 4 billion kilowatt-hours. This addition of land and power resources is 
crucial to Egypt’s development in view of her increasing population, which is 
demanding immediate and continuing improvement. 

Because of the importance of the high dam to the Egyptian economy, all fiscal 
year 1956 development assistance funds were offered toward the initiation of that 
project. The program originally planned for fiscal year 1956 was displaced as a 
result of this funding arrangement and projects initiated in fiscal year 1955 were 
continued with unexpended funds from that fiscal year. These projects, which 
include the improvement of railway and road systems and the enlargement of the 
nation’s harbor facilities, must be restored and expanded for they are essential 
to the balanced development of the economy. 


Assistance to Iraq 
Iraq enjoys oil revenues amounting to approximately $260 million a year, of 
which about half are being spent on long range capital development to promote a 
better standard of living now and to bring about continued improvement in the 
future. This program, financed with Iraqi funds alone includes such projects as 
land reclamation and settlement, construction of roads and dams, and irrigation. 
Of especial importance is the progress made toward revitalization of the Tigris- 
Euphrates Valley, one of the cradles of western civilization. In addition to the 
vastly increased agricultural production which may be expected, power potential, 
when realized, will accelerate Iraqi industrial development. Already a survey of 
Iraq’s industrial potential has been completed; Iraqi funds and our technical 
guidance will implement the findings and recommendations set forth in the survey. 
However, in spite of its comparative wealth, Iraq suffers from a lack of skilled 
workers, particularly in the technological and managerial fields. Our assistance 
to Iraq is directed toward filling this gap in human resources until such time as the 
Iraqis have acquired experience in utilizing the complexities of modern technology. 
Under the technical cooperation program, we are, in addition, providing assist- 
ance in the expansion of rural teacher training, the development of the Iraq 
Agricultural College, the resettlement of landless peasants, improvement of rural 
living conditions, expanded maternal and child care programs, and continued 
environmental sanitation, preventive medicine, and nursing programs. 


Assistance to the other Arab States 


In Jordan, whose economic problems continue to be burdened by the pressure of 
large numbers of Palestine refugees, our major emphasis has been placed success- 
fully on road construction and maintenance, agricultural experimentation, expan- 
sion of vocational trade centers, and exploration and development of water 
resources. It remains our hope that agreement will be reached ultimately by the 
Arab States and Israel respecting the Jordan Valley water plan, so indefatigably 
pursued by Ambassador Johnston, and that the people of the area will then avail 
themselves of the help that we have offered for the permanent resettlement of the 
refugee population. With virtually full agreement already reached on the tech- 
nical aspects of the development scheme, we trust that political consent of the 
parties involved will follow. 

The ambitious Litani River development project in Lebanon, the potential of 
which was initially developed by an ICA-financed survey, is now being brought 
to fruition—partly by an IBRD loan, and partly from resources of the Lebanon 
Government. 

This project promises to fulfill that nation’s need for adequate irrigation facilities 
and her present imperative need for power. Further extension of the Lebanese 
highway network, which has developed rapidly since the inauguration of that 
program in 1954, is proceeding at a rapid pace, insuring the economic unification 
of the country by linking agricultural producing areas with wider markets. 
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Assistance to Israel 


By adding external resources to the economy of Israel through the importation 
of essential commodities, we continue to enable this country to meet the cost of 
irrigation projects and the development of small industries. 

During the period June—December 1955 work was completed on a project to 
bring more water to Israel’s parched lands in the Negev area. A 66-inch pipeline 
was opened to divert the waters of the Yarkon River, which formerly flowed 
unused into the Mediterranean, causing them to be carried more than 60 miles 
into the Negev desert and making possible the irrigation of over 200,000 acres. 
Better management practices are being brought to bear on industry, and large 
immigrant groups are being taught new skills in a number of trade schools. 

Since the first provision of substantial United States aid in Israel in 1951 the 
per capita income has risen from $487 to $540. Exports rose in value from ap- 
proximately $44 million in 1952 to approximately $89 million in 1955. 

Assistance to Greece 

The programs for Greece and Turkey are familiar to you. Few of our activities 
have generated such widespread support, possibly because of the gratifying 
comparatively strength that has been developed since the dark days of 1946 and 
1947. It would be well if I could report that the job was finished. 

It is not. Large segments of the Greek population are still desperately poor. 
That condition must be improved if the seeds of discord and revolt are not to find 
fertile soil. Our program is designed to provide needed imports for the population 
and to provide noninflationary financing to maintain the armed forces at NATO 
force levels, and thus permit some of the limited Greek resources to be used for 
economic development work. 

The Greek economic situation has improved very substantially since the end of 
the civil war. Strict budgetary measures supported by credit restrictions re- 
duced inflationary pressures in 1951 and 1952; devaluation of the drachma in 
April 1953 permitted Greece to reenter markets which had been closed to her 
because of her excessively high export prices. 

Since 1953 Greek agricultural and industrial production has advanced strikingly. 
Greek total output rose about 25 percent between 1951 and 1955. 

Some of the change is due to Greek fiscal and monetary measures; some results 
from general European prosperity; and some from the substantial investment 
program—public and private, agricultural and industrial—which was supported 
in large measure by United States aid from 1948 to 1953. Greece’s escape from 
economic stagnation has whetted its appetite for economie development, and _ its 
present position is endangered by a tendency to invest more resources in fixed 
plant than can be afforded. The new Government has announced that it will 
take measures to control these inflationary tendencies. 


Assistance to Turkey 


Since 1950 the Turkish Government has been dedicated to a program of rapid 
economic development concurrently with continued strengthening and modern- 
ization of the military forces. Large investments were required to carry forward 
this ambitious program. Savings and external grants and long-term credits were 
insufficient for the scale of development planned. 

The financing of projects in the private sector, therefore, was expedited by an 
easy credit policy and various incentive schemes. In the public sector state- 
owned enterprises borrowed from the Central Bank and in addition received 
grants directly through budgetary appropriations. 

The financing of economic development through large-scale bank credit, 
Central Bank lending, and the Government’s fiscal policy were inflationary. 
Beginning in 1953 prices increased rapidly, and a serious balance of payments 
deficit developed. Prices continued to rise through 1954 and 1955. 

The volume of exports fell and exportable goods were diverted increasingly to 
domestic consumption. Imports, on the other hand, remained at a high level. 
To finance this deficit and to meet its debt commitments abroad, the Government 
exhausted its monetary reserves and utilized external assistance from the United 
States and the IBRD. Also large commercial payment arrears were run up. 
The effect of the inflation was also reflected in the deterioration of the foreign 
value of the Turkish lire. 

In the circumstances, the Turkish Government in the spring of 1955 attempted 
to obtain a $300 million loan from the United States Government. Efforts had 
been made to persuade the Turkish Government to adopt a sound stabilization 
program. Because Turkey failed to do so and because additional funds in the 
absence of a stabilization program would have only compounded Turkey’s 
economic problems, the request for the loan was denied. 
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Largely as a result of continued economic difficulties the Turkish cabinet 
resigned on November 29, 1955. The program of the new cabinet reflected a 
favorable change in attitude. The first evidence that there might be a real 
change in the economic program was contained in a statement of the Minister 
of Finance on December 27, 1955. 

This statement outlined a stabilization program which if carried out would go 
far toward putting the Turkish economy on a sound financial basis. There is, 
nevertheless, an immediate urgent problem in Turkey. Development projects 
need to be completed. Factories need spare parts and raw materials. In 1955 
the gap in the trade balance was about $185 million and there were severe disloca- 
tions in the economy. Our program for the past year has been limited, in addition 
to internal support for the armed forces, to the imports of spares, raw materials 
and industrial goods needed to keep plant in operation. Now that the Govern- 
ment of Turkey has reaffirmed its intention to undertake a stabilization program 
we may hope for the development of a sound program leading to both growth and 
order. 

However, Turkey’s present short-term difficulties should not make us lose sight 
of the progress made by that nation since 1950. Ever-increasing benefits will 
derive from the new factories and mills, the power and cement plants, the improved 
harbor and highway facilities—all essentially long-term development projects— 
which are just beginning to have a marked effect on the overall picture. 

Since 1951 there has been an increase of between 20 and 25 percent in per 
capita income and consumption and an average 6 percent increase in GNP for 
each year since 1949. Agricultural production has increased one-third since that 
year, industry and mining by approximately 50 percent, construction by 50 
percent, and transportation and communications facilities have almost doubled. 


Assistance to Iran 

Our assistance to Iran over the past several years has been as significant as it 
has been complex. We were instrumental in tiding Iran over the difficulties in 
which that country found itself during the prolonged period of negotiation that 
succeeded the dispute with England over the oil nationalization issue. 

In its present form, United States assistance permits an economic development 
program, an enlarged military effort, and current normal operations of the Iranian 
Government to exist simultaneously. Oil revenues, allocated to a separate de- 
partment of the Government, the Seven Year Plan Organization, are used almost 
entirely for the long-range development program of the country. 

The Plan Organization supervising economic development, is undertaking 
projects in the fields of communications and transportation, agriculture and 
irrigation, industry, mines, and social welfare. Larger projects include construc- 
tion of 6,000 miles of roads, improved railroad and port facilities, and industrial 
expansion, especially in textiles and sugar refining. United States technical 
assistance is applied primarily toward such activities as community development 
and health and education, and toward substantial improvement in public ad- 
ministration. 

Accepting as essential to Iran’s stability the allocation of the major proportion 
of Iran’s oil revenues to economic development, United States financial aid also 
provides budgetary assistance to permit the Iranian Government to pay for an 
increased military effort as a partner in the Baghdad Pact, and for the normal 
operations of the Government. 

The special problems of Africa 

Important political changes are taking place in Africa which are drawing not 
only our own but the world’s attention to the significance of that continent. 
Africa is vast and its peoples and problems diverse. There is at least one aspect, 
vital to the question of economic development, which is common to the whole 
area. Simply stated, it is that too few Africans are involved in their own develop- 
ment. 

The largest part of the African population still exists primarily upon a low 
level subsistence economy, with only limited and sporadic contact with the 
money economy of the rest of the world. This inevitably limits the ability of the 
area to support development efforts. Growing numbers of Africans are becoming 
conscious of world changes and are in turn demanding advancement. 

Few of them appreciate that change, on the scale they want, can be realized. 
Even fewer have had the kind of training which would enable them to launch, or 
even participate effectively in, that required effort. This illustrates the real 
need of demonstration and training projects in this area and the level at which 
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assistance must start. Programs have been undertaken both in the independent 
nations of Africa and in those territories which are moving toward independence 
or autonomy. 


United States assistance to help meet these problems 


In the independent countries of Africa where we have programs—Ethiopia, 
Liberia, and Libya—an excellent start has been made in this regard, but the 
problem is essentially long term. 

In cooperation with the Government of Ethiopia a long-range plan for the 
development of a school system which will eventually include university educa- 
tional facilities has been prepared. A secondary technical school in agricultural 
education is in operation, collegiate agricultural and mechanical arts facilities 
are functioning, and in September of this year the Imperial Agricultural and 
Mechanical Arts College is scheduled to open. Projects in public health, water 
resources, commerce and industry, and public administration are in operation. 

In Liberia substantial progress in forestry conservation and forest products 
utilization projects can be noted as well as the excellent progress in the construc- 
tion of a vitally needed road network. Public health and sanitation projects 
continue to be of great importance and there is evidence of increasing success in 
combating malaria. 

Libya’s two vocational agriculture schools are firmly established. Graduates 
from these schools and from the technical training centers, as well as Libyans 
trained on-the-job will participate in the technical and managerial aspects of 
Libyan development projects in ever-increasing numbers. Projects are under- 
way in public health, agriculture, natural resources, and education. 

Work is continuing on dike and earth levee projects designed to make better 
use of available water and to reduce the severe flood damage to land and life, 
caused by flash floods. In addition to its protective features, this operation, as 
it is expanded, may bring as much as 100,000 additional acres of land into fruitful 
use and ease considerably Libya’s chronic underproduction. In view, however, 
of the fact that most of Libya is desert and that, to date, efforts to locate resources 
which might contribute to its export trade have been in large measure unsuccessful, 
this country is far from being viable. 

This new nation for many years to come will face staggering handicaps in pro- 
viding for the minimum requirements of its people. evelopment assistance 
funds are being programed for Libya to assist in the development of its economy. 

In those dependent territories moving toward self-government or independence 
where technical assistance is being provided, such as the Gold Coast, Nigeria, 
Uganda, the Central African Federation, and Somalia, our efforts are directed 
toward those activities where United States experience is of particular importance, 
for the primary responsibility for the development in those areas remains that of 
the European metropoles. 

In addition new relationships are being established between Morocco and 
Tunisia and Metropolitan France. This area is of strategic importance because 
of our military installations there. That this importance is recognized by the 
Communists is evident from the recent Soviet radio propaganda in the area and 
their reported recent offers of aid. 

Need for flexibility 

Events in this region are developing rapidly, and flexibility in the use of funds 
to meet new needs is essential. We are therefore requesting, in addition to the 
funds programed for the regular bilateral programs, that a fund be established 
to meet the difficult situations which may be expected to arise in the area. This 
Middle East and Africa Fund is proposed to permit the United States to move 
with speed and flexibility, wherever local conditions provide us with a favorable 
chance to assist in raising living standards and strengthening economies, or an 
opportunity to deter the aggravation of already serious tensions. We do not 
need to lose the initiative, if we are imaginative and resourceful. 


SOUTH ASIA 


I should like to turn now to a consideration of the mutual security program in 
South Asia. I did not cover this area in outlining the requests for authorizations 
initially, because South Asia, you will find, is included in the presentation book 
dealing with the program in all of the Asian Continent. The Near East and 
Africa, along with Europe, is presented separatedly 

For fiscal year 1957 we are requesting authorization for appropriations totaling 
$330,217,000 for South Asia. As compared to anticipated obligations of 
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$225,992,000 in fiscal year 1956, the increase in fiscal year 1957 is accounted for 
chiefly by an increase in the amounts programed for military assistance; that 
program will be explained by witnesses from the Department of Defense. 

I shall deal only with the economic and technical assistance programs in South 
Asia as I have done for the Near East and Africa. I shall point out the several 
not inconsiderable achievements of our program in this region—practical and 
concrete results already obtained—and describe our plans for the future. 


The situation in South Asia 


The economic and technical needs of the nations of South Asia and the inter- 
national tensions among these states are similar, in many ways, to the needs and 
tensions which exist in the Near East and Africa. In this area, a large number of 
people have assumed for the first time in modern history the responsibilities of 
independence. The critical need for economic development to meet demands for 
immediate improvement in living standards is a challenge to national governments 
and to our program. Here too, Sino-Soviet penetration is a grave danger. 

However, considerable progress has been made. Although many crises and 
even disappointments may lie ahead, we may well be encouraged by the success 
that has thus far attended our programs. 


Assistance to India 


The people of Asia are watching the show windows of Communist China and 
India, one displaying the fruits of totalitarianism and the other displaying the 
results of democracy. It is in the interests of the free world that India provide 
the more genuinely successful example. To achieve this goal, India must have 
outside aid. 

Ninety percent of our assistance to India, which has totaled about $300 million 
from fiscal year 1952 to the end of fiscal year 1956, has been used to support the first 
5-year plan. Most of the financing of this plan has come from Indian resources; 
10 percent of it has been financed by outside assistance. The first 5-year plan 
has emphasized improvement in rural life, not only in increasing food supply, but 
also in returning the benefits of that production to the farmers. American 
technicians have accelerated the control of malaria, improvement of sanitation, 
provision of pure drinking water, and development of efficient village schools 
and improved farming methods, including soil conservation and land reclamation. 
As the plan nears completion, there is evidence of an improved standard of living, 
with a rise in annual per capita real income of about 8 percent. India hopes to 
double the per capita income of her people by 1977. 

India’s second 5-year plan, to begin April 1, 1956, will emphasize speeding up 
industrialization. In the cities there are great numbers of unemployed and 
underemployed people. The second plan is directed toward the utilization of 
this immense asset. It seeks to absorb 10 million additional people into the 
Indian labor force over the next 5 years. 

The goal is a 25 to 27 percent increase in the national income over the present 
level, an increase in investment capital from 7 to 11 percent of national income, 
and a 20-percent increase in total consumption over present levels. Development 
assistance in the amount of $70 million and technical assistance in the amount of 
$10 million are proposed for India in fiscal year 1957. Our program this year 
and in future years is and will continue to be designed to augment India’s emphasis 
on industrialization. We will extend assistance in transport, primarily through 
the provision of rolling stock and other railroad equipment, and industry, mainly 
through the provision of foundry equipment and industrial steel and the develop- 
ment of electric power facilities. Private industrial development will be assisted 
by advisory technical and managerial assistance and the encouragement of 
foreign private capital investment. 


Assistance to Pakistan 


Pakistan has taken a clear stand against Communist aggression by joining 
SEATO and the Baghdad Pact. Pakistan undertook these commitments in 
spite of serious economic problems caused by the separation of East and West 
Pakistan by 1,000 miles of Indian territory, and its limited number of managerial, 
administrative, and technically trained personnel. 

Natural disasters and a serious lack of foreign exchange have hindered Pakistani 
programs over the past several years. 

Pakistan’s government leaders are striving to maintain political stability and 
to develop adequate military strength for national defense, and, above all, to 
better the living standards of the population at large, which is dependent upon 
the achievement of the first two goals. In support of Pakistan’s determination 
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both to resist Communist aggression and to develop a viable national economy, 
we have extended aid in the amount of about $180 million since fiscal year 1952. 

Under the technical cooperation program, for which $9 million is requested in 
fiscal year 1957, emphasis has been centered on agricultural production, mineral 
and forest exploitation, and the stimulation of new industry and investment. 

Other fields of technical assistance are malaria and tuberculosis control, village 
environmental sanitation and education. One significant project is the develop- 
ment of civil aviation. Improved air communication is vitalto Pakistan’s progress 
because of the territorial division of the country. 

The development of the Pakistani economy, at a pace necessary to maintain 
internal stability, cannot be accomplished with technical cooperation alone. The 
United States program of defense support is largely concerned with the develop- 
ment of the country’s economy in the long run and the provision of essential con- 
sumer goods and raw materials for immediate requirements. 

One of the largest single projects for which our financial assistance is being used 
is the construction of the multipurpose earth dam on the Karnafuli in East 
Pakistan. With an initial capacity of 80,000 kilowatts, the dam will provide 
cheap power for industrial and home use, improve flood-control measures, and 
provide water storage for irrigation. This project, located 30 miles upstream 
from the port of Chittagong on the Bay of Bengal, will figure in raising the eco- 
nomic standards of the people of East Pakistan, an area about the size of the 
State of Alabama, but with a population 15 times as great. 

Recurring national disasters continue to hamper Pakistan’s development, so 
that outside aid is necessary. In 1954 emergency aid was made available to help 
overcome the effects of a severe flood and unfavorable market conditions. 
One hundred and twenty-five thousand tons of gift wheat are now going to East 
Pakistan to relieve suffering from 1955 floods. 

We are providing assistance to the Government of Pakistan, in the form of 
both technical assistance and defense support, looking toward the long-term solu- 
tion of recurrent floods and droughts. 


Assistance to Afghanistan 


Having the U. 8. 8. R. along her entire northern frontier and maintaining only 
strained relations with Pakistan to the south place Afghanistan in a particularly 
difficult international position. Because Afghanistan is landlocked and has 
experienced difficulties in shipping goods through Pakistan, the U. 8. 8S. R., by 
making trade routes available, has gained influence in the country. 

Our policy seeks to ease the tension between Afghanistan and Pakistan and to 
increase the free world orientation of both nations. We have made available a 
total of about $10 million to the Afghans since fiscal year 1952. The bulk of this 
aid has gone into technical cooperation projects in the fields of agriculture, in- 
dustry, health, education, and community development. The request for 
Afghanistan is $3 million in technical assistance in fiscal year 1957. 

The Helmand Valley development project was undertaken by the Afghanistan 
Government in 1946. It has been carried forward with the aid of 2 Export- 
Import Bank loans totaling $39.5 million which constitutes 40 percent of the 
costs. Our aid program, insofar as this project is concerned, has furnished expert 
advice on managerial and maintenance problems, hydrology, agricultural exten- 
sion, and reclamation. Our interest in this complex project has been growing 
since 1953 and studies are being made to bring about its integration into the 
Afghan economy. 

Other assistance programs in South Asia 

The United States has made available a total of $6 million to Nepal since fiscal 
vear 1952. This country is virtually inaccessible and is one of the least developed 
areas in the world. Our program for which $1 million each in technical and de- 
velopment assistance are proposed for fiscal year 1957, has been concentrated on 
village improvement, education, publie health, agriculture, irrigation, and mining. 

Development assistance funds approximating $1 million have been made avail- 
able principally for the development of the Rapti Valley where from 30,000 to 
35,000 people will be settled when completion of the project brings into production 
more than 100,000 acres of hitherto unusable wasteland. 

The Nepalese Government recently announced a 5-year plan for national eco- 
nomic development for which $62 million will be expended ($43 million in local 
currency and $19 million in foreign exchange). The objective is increased agri- 
cultural production through land reclamation, irrigation, improved farm tools and 
in forestation. Other phases of the plan include community development, health, 
education, transportation, communications, and industry. Nepal will need 
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continued technical cooperation and development assistance aid complementing 
its own efforts under the plan. 

Long one of Asia’s most determined opponents of Communist aggrandizement, 
Ceylon is in need of aid which will serve to diversify and strengthen its economy 
and raise its standard of living. Better use of water resources in over 2 million 
acres in the north-central area of the island, development of power for industry, 
and port improvement are some of the fields wherein United States aid could be 
effective. 

Our assistance will complement the programs undertaken under the aegis of 
the Colombo plan and the U. N. and is geared to improving Ceylon’s economy 
and maintaining internal stability. We are proposing $1 million in technical 
assistance and $5 million development assistance for fiscal year 1957. 


Sino-Soviet penetration 


I turn now, in conclusion, to a new factor which affects our relations with the 
countries of both the Near East and Africa and of South Asia. Sino-Soviet 
penetration, by way of offers of assistance which are intended to be difficult to 
refuse in the light of existing needs, is cause for grave concern. 

These newly developing states, needing trade and aid to carry out economic 
development programs, have turned, in most cases, to the free world and 
especially to the United States. 

We have responded to their needs, realizing that economic growth and military 
aid secure the independence of these nations. This response is in our own self- 
interest, for economic distress and military weakness, we know, invite Communist 
aggression. Recent Sino-Soviet aid offers, however, are designed to exacerbate 
disputes and to penetrate the area with Soviet bloc products and personnel. 
These tactics, which could prove so much more effective than threats of military 
aggression and violent subversion, include government-to-government deals or 
offers obviously designed to induce other governments to incline toward neutralist 
policies. 

A brief, incomplete summary of the offers of aid and the attitudes taken by 
the countries shows the following: 

(a) Egypt accepted arms in September 1955 and, just recently, an offer of a 
nuclear reactor. 

(b) Israel was offered, but did not accept, economic aid. 

(c) Turkey, Lebanon, and Jordan have also been offered economic aid. 

(d) An offer to Liberia was refused in January. 

(e) Syria has accepted economic aid and has reportedly purchased Czech arms. 

(f) Saudi Arabia has received an offer of economic aid and arms, as has the 
Sudan. 

(g) Libya has been offered substantial economic aid as well as Soviet arms 
from Egypt. 

(hk) Reportedly, Tunisia, Morocco, the Gold Coast, and Nigeria have been 
offered Soviet economic aid, pending independence. 

(7) An offer of economic aid to Ethiopians was made but was not accepted. 

(j) Agfhanistan has accepted capital goods transactions, technical assistance 
offers, increased trade, and arms offers from the Soviets. 

(k) India, while rejecting U. 8. 8. R. and Hungarian offers of arms, has entered 
into capital goods transactions, trade agreements, and technical assistance agree- 
ments with the bloe powers. 

(t) Both Ceylon and Nepal have either concluded or revived trade agreements 
with Sino-Soviet governments. 

(m) Pakistan has been offered economic and technical aid repeatedly, but has 
turned down these offers. 


The continuing goal of the United States 


It is our conclusion, based on our experiences with Soviet policies over the last 
decade, that major strengthening of economic bonds between the countries of this 
area and the Communist bloc will tend to coerce these countries to fit their econo- 
mies into the pattern of Communist uniform rigidity. More serious risks to 
national independence and individual liberties may also be present. 

The United States, on the other hand, holds to the conviction that the goals 
these countries desire can be achieved within a diversity of cultural anc! political 
patterns. We have no desire to see any country forced into any scheine of de- 
velopment. We recognize and encourage the right of each sovereign nation to 
choose its own path of future progress. Our program will continue to desnonstrate 
to the nations that they need not give up their freedom and independence in order 
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to achieve the productive progress they desire for their peoples. Our program bill 
j calls for continued support of projects which contribute to sound economie de- we 
velopment and freedom. ver 
Communism would profit by forcing such enormous offers upon countries that | 
the recipients are driven into runaway inflation and consequent collapse. The ; 
United States, on the other hand, is mindful of the future of these countries and will fing 
not deliberately entice new nations into ruinous economic or military adventures, in | 
Nevertheless, we must recognize the challenge of their real needs and confront it 0h 
with boldness and imagination. - 
We shall not change our objective just because the Soviet Union is attempting 
to enter into competition with us. We shall not abandon our independence of ass! 
judgment. Nor shall we be stampeded into support of projects which are unsound ma 
or unwise. Wh 
This summarizes the purposes of the nonmilitary programs in the Middle East, . 
Africa, and South Asia. e think that these programs are important to the ext 
security of the United States, in that they tend to reduce tensions and to meet the 
needs the existence of which are a threat to the peace of the world and to the cou 
independence of the nations of the area. me: 
In the present state of the world, military programs are essential as insurance \ 
against possible aggression, but they must be supplemented by nonmilitary 
programs in order to provide the means whereby nations can sustain their cert 
independence as parts of the free world. ma 


Mr. Dorsty. May I say, first, that we had hoped that Mr. Cedric mol 


Seager, whom you know from past experience, would be able to appear mai 
before the committee today, but it was necessary for him to be absent S 


& 


as a member of our observer delegation to the Baghdad Pact Con- cap 
ference, and his appearance therefore is not possible. gros 
I am very happy for this opportunity, however, to appear before rath 
the committee in his stead. « 
I would like to say, if I may, before answering such questions as Sig! 
you, Mr. Chairman, and the other members of the committee may [rai 


wish to put to me, to emphasize certain points which are made in the per! 
statement that I have submitted to you. 

Our authorization request for the Near East and Africa is 
$884,318,000 for fiscal year 1957, as compared with estimated obliga- 
tions of $400,976,000 for the current fiscal year. ope 

The increase consists principally of the following items: First, thir 
military assistance, an increase of $367 million over the fiscal year effe 
1956 program; and secondly, a Middle East and Africa fund in the oth 
amount of $100 million for flexible use in providing developmental C 
assistance in that very key area. alre 

The nations of the Near East and Africa are based today with stag- Pes 
gering obstacles to their rapid economic development. the 

I hardly need remind this committee that inadequate water re- cxp 
sources, insufficient food, poor transportation and communication my 
facilities, widespread disease and illiteracy, and a great lack of capital 
are only a few of the problems which must be overcome in that part 
of the world. 

When Arab-Israel tensions and recent Soviet moves in the area are bet 
added to the problems that I have just mentioned, I think it is fair to meé 
say that the use of the words “staggering obstacles to the rapid eco- 
nomic development” is not an inappropriate description. 

On the other hand, we have made, and we are making now, and we 
will continue to make progress in helping friendly countries of the area 
to remove or to reduce those obstacles. 

I would like to give just a few highlights or principal examples. In 
Egypt, our continuing technical assistance program has been meeting 
special success in the health field. The joint program there to control 
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bilharzia, a disease trasmitted through microscopic snails, with which 
we have been working with the Egyptians, has been meeting with 
very decided success in controlling this terrible disease. 

In addition to the continuing economic development projects 
financed from fiscal year 1955 funds, we are prepared to assist Egypt 
in the Aswan Dam, when and as the many complex teci:nical and 
political problems in that major undertaking can be worked out. 

Similarly, we have been making efforts during the past year to 
assist the Turkish Government both to continue and to control the 
many phases of its activities in the field of economic development. 
While Turkey has been suffering the acute inflationary pair's of over- 
extension, if you want to call it that, over the past year, progress in 
the development of its physical plant has continued. There are en- 
couraging signs that the Turkish Government intends to take those 
measures which will bring under control the inflationary forces. 

While we are preoccupied with this Turkish overextension, we 
certainly shouldn’t ignore the tremendous strides that lave been 
made in that country on the economic front, while concurrently 
mounting a major military effort as the eastern anchor of NATO; a 
matter on which Secretary McGuire has just spoken. 

Since 1951 there has been an increase of 25 percent i real per 
capita income and consumption, and an average 6 percent increase in 
gross national products for each year since 1949. I think ‘those are 
rather significant figures. 

Our assistance to Iran over the past several years has been as 
significant as it has been complex. We were instrumental in guiding 
Iran over the difficulties in which that country found itself during the 
period of negotiation that succeeded her dispute with the British over 
the oil nationalization issue. 

In its present form, United States assistance permits an economic 
development program, an enlarged military effort, and current normal 
operations of the Iranian Government to exist simultancously. I 
think that similar evidences of slow, complicated, but nevertheless 
effective progress toward our common goals can be outlined for the 
other countries of this region. 

Our basic policy is to continue and to strengthen work which is 
already in progress. While progress has been made in these existing 
programs, and the need for their continuance is a clear onc, I think, 
the march of events, particularly attempts by the Soviet Union to 
expand its role in the area in which I have given some examples in 
my formal submission, requires the provision of additional flexibility 
in our program. 

With the changing relationships between France and /ier north 
African colonies, and with the continued stress in the relxtionships 
between the Arab States and Israel, it is essential that an increased 
measure of flexibility be provided in the funds appropriated for assist- 
ance for this part of the world. 

We are therefore requesting, in addition to the funds programed for 
the regular bilateral programs, that a fund be established to’ meet the 
difficult situations currently emerging in the Near East-Afvican area 
in the coming year. 

This Middle East-African fund is proposed to permit thie United 
States to move with speed and flexibility wherever local vonditions 
provide us with a favorable chance to assist in raising living standards 
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and strengthening economies, or where they give us an opportunity to 
deter the buildup and further aggravation of already serious tensions. 
We don’t think that we need to lose the initiative if we are imaginative 
and we are resourceful. 

I would now like to turn briefly to a consideration of the mutual 
security program in South Asia. I didn’t cover this area in outlining 
the request for authorizations initially, because South Asia, as you will 
find, is included in our presentation book, dealing with the programs 
in Asia whereas the presentation for the Near East and Africa, 
along with Europe, is in a separate book. 

(Discussion off the record.) 

Mr. Dorsry. Among the countries to receive this assistance are 
Pakistan, a stanch ally of the United States, which receives military 
assistance, defense support, and technical cooperation aid under the 
MSP. This country is burdened with heavy military responsibilities. 
It is handicapped by geographical division of its territory, and it is 
beset by all-too-frequent natural disasters, such as the floods of the 
past year. 

The Pakistanis have been striving nevertheless to develop their 
economy rapidly and effectively, and our aid to Pakistan has materially 
hastened that development. 

Nepal and Afghanistan are threatened by Communist neighbors. 
Our development assistance and technical cooperation programs in the 
former, and our technical cooperation program in the latter are des- 
tined to vitalize their economies and to expand their western 
orientation. 

India, with development assistance and technical cooperation sup- 
port from the United States, has achieved significant, large-scale 
economic development under her first 5-year plan. As I recall it, 
about a 50 percent increase in her industrial production, and a 19 
percent increase in her agricultural production. It is our hope that 
with continued American support, India’s emphasis on industrializa- 
tion, which is the essence of her second 5-year plan, will dramatically 
prove to the people of Asia that immediate and enduring progress can 
take place in a newly developing nation within an independent and 
democratic political framework. 

Indian success in this regard should show that the ruthless indus- 
trialization of the economy of China under the Communist plan does 
not provide the sole or the best pattern for rapid Asian modernization. 

Our development assistance and technical cooperation programs in 
Ceylon will seek to assist the economic growth of that nation and to 
foster closer relations between our two countries. 

In conclusion, as I have mentioned already, Communist bloc pene- 
tration in the Near East, South Asia, and Africa has come as an added 
complication to an already difficult and unsettled situation created 
principally by population pressures on very inadequate resources. 

We must continue to demonstrate to the underdeveloped nations 
that the United States desires their independence and well-being, not 
only as a matter of our own security but also as a matter of their own 
security and independence. It is our firm belief that by sharing our 
material and human resources together with them, we may help them 
preserve their independence and bring about material progress 
throughout the free world. 

That concludes my remarks, Mr. Chairman. 
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Chairman Ricwarps. We will direct the policy questions to Mr. 
Allen, the military questions to Mr. McGuire, and thé economic 
questions to Mr. Dorsey. 

I want to ask just one question here in relation to whit was said 
at the end of Mr. Allen’s testimony. Mr. Vorys brouszht up the 
question as to what our policy is going to be in view of the Soviet’s 
new policy of offering economic aid. Mr. Dorsey just mentioned our 
program in India. We have spent a lot of money out there. 

I want to ask this question: According to information I get, and 
it is pretty authoritative information, the Indian Govérnment is 
paying the Russians 2 pounds sterling above market prices for steel. 
The Russians have made much propaganda about selling steel to the 
Indians to build plants, and so forth. Instead of selling at current 
market prices, they are getting 2 pounds sterling higher. 

Why is the Indian Government paying that? How does that 
affect our aid program? Why are we giving the Indians money to pay 
the Russians 2 pounds sterling above the market price for steel, if 
that is true? 

It is that kind of thing that I think Mr. Vorys was talking about. 
Do we have a policy that takes into account what the Russians are 
trying to do? If this report that I have is correct, and I believe it is, 
it is just about time we reevaluated our program for India. What 
about that? 

Mr. Dorsry. May I speak to that, Mr. Chairman, and then perhaps 
Mr. Allen can? 

Chairman Ricuarps. Yes, sir. 

Mr. Dorsey. I would like to say that I have not heard of that 
report. 1 would like very much to know about it. I would say, 
secondly, that the Indians, with the tremendous needs which they 
have for steel in their new program of industrialization and transport 
expansion, have had some difficulty in assuring a sufficient supply. 

I have not been aware that they were paying a premium in Russia 
for steel. . 

Chairman Ricuarps. If India needs steel so badly, and is paying 
such 9 price, or has contracted to pay such a price with Russia, why 
would it not be better for all of our aid to be in the form of a loan to 
India, and then help them to see that they get the steel at world market 
prices? 

Mr. Dorsey. I would like to point out that India is going to be 
under very great pressure for foreign exchange during the carrying 
out of this extensive program, and she will have to resort to consider- 
able deficit financing. 

(Discussion off the record.) 

Mr. Dorsry. I think it is in our interest to support this Indian 
effort and to give concrete indication of our support of her inde- 
pendence and democratic institutions. 

Secretary Allen may wish to add to my remarks. 

Chairman Ricuarps. I would like to have his comment. 

Mr. Auten. Yes. I don’t know the specific report to which you 
refer, but I, too, am anxious to look into the details of it. But I can 
offer a pretty well-founded judgment on it, purely from the facts that 
you have stated, that the Indians are paying the Russians 2 pounds 
sterling more per ton on the world market for steel than they are from 
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us: I don’t believe that they are paying it in free currency. That 
is my guess. 

The documents may, when we look into the report, make it appear 
that way. But you will recall the types of trade agreements that 
Germany developed in Eastern Europe during the thirties, and in 
many cases, for example, Germany paid Turkey 25, 30, 40 percent 
more for Turkish and Greek tobacco than the world market price. 

The Turks and the Greeks felt they were getting a great bargain. 
But they found out when they got into these bilateral trade agreements 
that the only way they could get paid for their tobacco was in such 
stuff as Germany was willing to ship to them. Sometimes it might 
have been bicycles and typewriters when they didn’t need bicycles and 
typewriters, but they had to take them. That is the kind of deal 
that I would certainly guess this Indian-Russian steel contract 
involves. 

I know the Minister of Finance, and many of you do, and to think 
that he is paying Russia 2 pounds more sterling for steel doesn’t fit 
into the picture. 

Chairman Ricuarps. They may pay that price just to prod us 
along. I don’t know. That is what I am asking. I certainly wish 
somebody would get the facts about that steel deal, so we can have it 
in the record. 

Mr. Auuen. I have a note here that might add something to the 
picture. I am informed that the Indians have been seeking firm 
commitments of long-term sales of steel. We have urged them to 
consult with steel companies, but we cannot give a United States 
Government commitment of long-term sales. There may be some 
consideration of that sort. 


Chairman Ricuarps. Maybe they pay the premium to get a long- 
term commitment. Or may be that there is a bookkeeping trans- 
action, or some kind of a barter arrangement. We would like to have 
a little more information on that subject. Mr. Carnahan. 

(The following information has been supplied by the Department of 
State for insertion in the record:) 


With increasing emphasis upon industrialization and the general expansion of 
the economy anticipated during the second 5-year plan period (1956-61) of 
India, the requirements for imports of steel are expected to multiply. The 
import requirements over the next 3 years may reach or even exceed 4 million 
tons or about 1.5 million tons on the average per year. 

The Indian Government regards steel supply as a prime bottleneck in the 
plan, more important than foreign exchange or technical obstacles. 

The steel economy of the entire world is expanding and new construction of 
steel capacity in the United States and elsewhere has placed unprecedented de- 
mands on certain types of steel, particularly in connection with structura! shapes 
and forms. The United States market situation, consequently, is so tight that 
United States producers are, in some instances, booked up with orders for 2 or 
more years. This demand has also had an effect on prices, particularly in the 
United States. Japan, at present, establishes the average world price of finished 
and semifinished steel said to be about $110 per ton as compared to the United 
States price which is said to be about $145 a ton delivered in India—if it could 
be obtained at all. 

Arrangements have been completed for the import of 1 million tons from the 
Soviet Union over the next 3 years, and a technical purchasing mission is sched- 
uled soon to leave India in order to explore the possibilities of additional steel 
procurement ia Japan, northwest Europe, Canada, and possibly the United States. 

Most indications have been that the price at which the Soviet Union is willing 
to deliver the steel under its contract with India is that established in the world 
market or perhaps as much as $35 a ton lower than the United States price for 
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comparable types. The report that India will pay 2 pounds sterling ($5.60) 
per ton above world price is unconfirmed. It appears that India intends to pay 
in commodities otherwise difficult to sell. 

Mr. CarNaHAN. Mr. Chairman—— 

Chairman Ricuarps. We are proceeding under the 5-minute rule. 

Mr. CaRNAHAN. It seems to me there is an urgent need for a definite 
and clear restatement of the goals of our foreign-aid programs, as well 
as such a statement regarding our entire foreign-policy objectives. 

Mr. McGuire, in his statement dealing with pn pa assistance, says 
that— 


The objective of United States policy in these areas— 
this is the area under consideration today— 


is to assist the countries in maintaining their independence and to prevent them 
from falling under the domination of the Communists. 

I would like to ask if those same objectives apply to our development 
assistance and other foreign-aid programs? 

Mr. ALLEN. Yes, sir; they do. 

Mr. CarNAHAN. Are we giving the aid more to maintain their in- 
dependence or more to prevent them from falling under the domina- 
tion of the Communists? 

Mr. ALLEN. I take it, sir, that those are two aspects of the same 
problem. There is only one threat to these newly independent coun- 
tries. The threat is certainly not from turning-the-clock-back to 
western imperialism. 

India is not under any threat by the United States, Great Britain, 
or France or any western country. None of these underdeveloped 
countries are. The only threat that exists in the world today to their 
independence that I know of is directed from Moscow and Peiping. 

Mr. CarNAHAN. Is it possible, then, to develop effective mutual 
development of foreign-aid programs free from Soviet competition? 

Mr. ALLEN. I don’t know how we are going to keep the Soviets 
from coming into any country they want to and making an offer. I 
can’t think of any way that we could devise to avoid that. 

Mr. CaRNAHAN. Then our program must be a_negative-type 
program? 

Mr. ALLEN. I wouldn’t concur, Mr. Congressman, in that. I think 
the great drive of our program and the most important part of it is to 
stabilize these countries that have recently obtained their independ- 
ence, and to keep them going forward. 

The obtaining of independence was an important goal in itself, 
but is was a psychological goal, a feeling that they had an opportunity 
to govern themselves. That in my mind, was merely the first step | 
toward the achievement of other goals of a higher standard of living 
and modernization. They want our help to enable them to catch up | 
with the modern world. That is a very positive goal. That isn’t | 
Just a negative goal. 

Mr. CARNAHAN. Do we have an international mutual development 
program which we would be following if there were no “ommunist 
activities throughout the world? 

Mr. ALLEN. Sir, that is a very pertinent question, but one on which 
I will have to give you a personal opinion. I think very definitely 
that we would. I think it would be in the national interest of the 
United States, even if the Soviet Union didn’t exist, to try to do what 
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we could to assist these newly developing countries to achieve better 
living conditions, better health conditions, better economic conditions, 
to become more modern in every sense of the word, politically and 
economically. 

It will be a healthier world for the United States to live in if that is 
achieved. That is my own opinion, sir. 

Mr. CarNnaHAN. That is all, Mr. Chairman. 

Chairman Ricuarps. Mrs. Bolton. 

Mrs. Bouton. I have a number of questions that I would like to 
ask later, Mr. Chairman. It is an interesting fact that we have no 
programs to speak of, the World Health Organization has some pro- 
grams, but we haven’t been very imaginative about getting down into 
countries which are coming along, like the Gold Coast of Nigeria. 
There is a great deal of help needed all through Africa. They would 
like to have help from the United States. They would like to have 
technicians from the United States. 

Is there no way by which the metropole countries can be persuaded 
that more American aid could go in there? Can we not develop a 
more friendly contact with the other countries of Africa? Libya, 
Ethiopia, the Sudan are free countries—others are moving toward 
freedom. They want our methods and our ways. Can we not find 
ways to see that they get them? 

Mr. AuuLeNn. I am glad that you brought out that important ques- 
tion, Mrs. Bolton. I think very definitely that we ought to have pro- 
grams of assistance to the dependent areas of Africa as well as the 
independent countries. 

It sometimes is a question of priorities. Areas like Nigeria and the 
Gold Coast, to take those two as an example, have had British develop- 
ment programs. There are Belgian programs in the Congo. These 
areas are not completely neglected. 

If you are establishing priorities and have a certain amount of 
money to go around, you often find a tendency to say, ‘Let the metro- 
pole country take the responsibility in this area. Since there is so 
much work to be done, we will concentrate on other areas.” 

Mrs. Bouton. I would like to suggest, Mr. Secretary, if I may 
interrupt you, that it looks to me as though we were just waiting until 
the horse was out before we close the barn door. 

Mr. Auten. I welcome your remarks, Mrs. Bolton. I don’t think 
we will have much trouble in arranging with the metropole countries 
to work in those areas. 

If we are ready and willing and have the funds to carry on programs 
in the dependent areas of Africa, I am confident we can work in close 
harmony with the metropole countries in achieving it. 

Mrs. Botton. But.when you present no program there is nothing 
for us here on the Hill to work toward. May I ask, also, whether the 
State Department is prepared to advise the committee what new 
consulates they propose for Africa? 

Mr. Auten. We have in our appropriations bill, which comes 
before the House tomorrow, provisions for 3 or 4 additional consulates 
in Africa. 

We plan 10 and possibly 12 new posts in all of the Near East and 
Africa area. First, we have to have provisions for 3 new Embassies, 
1 in Rabat, Morocco, 1 in Tunis, Tunisia, and 1 in Khartoum in the 
Sudan. 
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We have provisions for a new consulate in Abidjan, in French West 
Africa. We have plans for a consulate in Uganda. Thete is a pro- 
vision for a consulate in Mogadishio, in Italian Somaliland; which will 
become an independent country in 1960. We are making; provisions 
for that. 

Mrs. Botton. There is no provision for the French Ca‘neroons? 

Mr. ALLEN. I am not quite certain, Mrs. Bolton, how that stacks 
up at the present moment. It has been considered. Whether we 
have it in our plans for this year or perhaps are waiting fos: next year, 
[am not certain. I will supply that for the record. 

(The information is as follows:) 

The Department’s 1957 fiscal year budget presentation to Cong’ess requests 
the opening of the following four new consular posts in Africa: 

Abidjan, Ivory Coast, French West Africa 
Douala (or Youande), French Cameroons 
Kampala (or Entebbe), Uganda 
Mogadiscio, Italian Somalia 

The opening of a post in the French Cameroons is essential because of the in- 
creasing political and economic importance of the area during the pist year. It 
is one of the few areas in central Africa where there has been an active Communist- 
inspired movement. Under United Nations trusteeship, there hay been more 
political activity than in adjacent French territories. The area has been develop- 
ing economically with investment opportunities opening up and commerce in- 
creasing. Furthermore, it has been impossible for the limited staff in Leopoldville 
to cover the territory because of its distance from Leopoldville. 

Chairman Ricuarps. Mr. Zablocki. 

Mr. Zastocki. Thank you, Mr. Chairman. I have several ques- 
tions. Mrs. Kelly who is unable to be here requested that I ask a 
few questions in her behalf. 

I would like to ask my questions first, and I hope time later permits 
to ask hers. 

Secretary Allen, since the past administration has been criticized 
by some individuals for its failure to request Congress to authorize, 
“put teeth in,” the 1950 tripartite agreement, my question to the 
Secretary is: Will the present administration make such a request of 
this Congress; and, if it will, when, and what specifically will the 
request include? 

Mr. Auten. Mr. Zablocki, the situation as it stands at the moment, 
as far as I know, is that there is no plan to request special authorization 
of the Congress by the administration for the use of the Armed Forces 
of the United States in support of the tripartite declaration of 1950. 

Mr. Zastocki. If this administration does not make such a request 
for an authorization, then is not the 1950 tripartite declaration mere 
words? 

Mr. Auten. No, sir; Mr. Zablocki; far from it. There are many 
things that can be done short of landing marines. The tripartite 
declaration, as you will recall, states that the United States, Great 
Britain, and France will use their best endeavors, whatever the exact 
wording i is, to prevent the violation of the frontiers of Israel by force, 
and will do so either within or without the United Nations. ‘‘Within’”’ 
comes first. It is important that it comes first. We are going to 
make every possible endeavor to work at this problem through the 
United Nations. We are not contemplating, until we know reasons 
to the contrary, a failure in working through the United Nations in 
this matter. 

It was the United States Government that presented the resolution 
to the Security Council a month ago that was responsible for the 
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fortunate presence of the Secretary General of the United Nations in 
the Middle East at the present moment. In spite of the fact that 
there were many people who doubted the wisdom of calling a special 
meeting of the Security Council last month and putting forward the 
resolution, the United States was confident that was a useful move. 
We fought it through the Security Council. 

There was certain skepticism among both the Arabs and the 
Israelis, and a good deal of complaint on the part of the Soviet dele- 
gate, who offered many amendments. Nevertheless, we insisted and 
obtained an agreement for it. He has gone out there. It looks to me 
as if he has a reasonably good chance of accomplishing perhaps more 
than just a cease-fire. 

So, we are concentrating on trying to work through the United 
Nations, if we possibly can. We are perfectly aware that there are 
occasions on which the United Nations is rendered impotent through 
the voting procedure of the Security Council. We are not saying that 
if the United Nations can’t act, we are going to consider that our hands 
are absolutely tied. We are going to concentrate, as I say, on trying 
to do it through the United Nations, if at all humanly possible. 

Mr. Zasuiockt. There is no question that the best way to do it is 
through the United Nations. But coming back to the tripartite 
declaration, if the declaration states that we will meet any aggressive 
force, within or without, such aggressive action will have to be done 
with force. If the administration asks for authorization to use force 
to meet an aggressive force, isn’t it proper to conclude that the authori- 
zation could very well deter aggressive action? 

Mr. AuueNn. I would like to just point out here that it is not quite 
proper to refer to the tripartite declaration as an agreement. It was 
an executive declaration of the three powers, the United States, 
Great Britain, and France. It doesn’t say anything about the use of 
force by the three powers. 

I will read the last paragraph of the tripartite declaration, which 
has just been handed to me: 

The three Governments take this opportunity of declaring their deep interest 
in and their desire to promote the establishment and maintenance of peace and 
stability in the area, and their unalterable opposition to the use of force or threat 
of force between any of the states in that area. 

The three Governments, should they find that any of these states was preparing 
to violate frontiers or armistice lines, would, consistently with their obligations 
as members of the United Nations, immediately take action both within and 
outside the United Nations to prevent such violation. 

The statement is, “‘would immediately take action.”’ That leaves 
the three Governments to decide the appropriate action in the light 
of the circumstances which arise. 

Chairman Ricwarps. If you will pardon me, a while ago, Mr. 
Secretary, you said that the tripartite agreement provides that we 
would take such action as was necessary to preserve the frontiers of 
Israel. I imagine you meant the frontiers both ways? 

Mr. ALLEN. Both ways; yes, sir. 

Chairman RicHarps. Mr. Smith. 

Mr. Situ. I would like to get back to the Aswan Dam, Mr. Allen. 
I think we had some testimony here a while back to the effect that we 
had made an offer to the Egyptians as to what we would do, and that 
the matter was being held up because in the meantime the Russians 
had made an offer. What is the status of that offer? 
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Mr. ALLEN. | have not examined all the testimony carefully, but I 
would be rather surprised if the statement were made that our offer 
was being held up by us because the Russians had made an offer——— 

Mr. Smiru. By the Egyptians. 

Mr. ALLEN. That is not the exact status of the case, sir, no. Nego- 
tiations are still going on with regard to our offer. 

The proposals and suggestions for altering the proposals have been 
exchanged. There are several aspects of the matter, not only the 
financial arrangements in Egypt itself, but such other attendant ques- 
tions as the division of the water with the Sudan, and so forth. Our 
offer hasn’t been withdrawn. I am not aware that the Egyptians 
have put our suggestion aside. 

Mr. SmitH. You don’t know whether or not they have rejected it 
or accepted it? 

Mr. AuueNn. They have not rejected it, certainly. A mutual 
agreement has not yet been reached between us and the Egyptians 
on the matter. 

Mr. Dorsey. Colonel Nasser has openly stated that he wishes to 
clear up the matter of the division of the Nile waters with the Sudan 
before finalizing agreements. 

Mr. Auten. That is right. The Prime Minister of Egypt himself 
made a statement a couple of months ago in which he said he did not 
want to start the work on the dam until mutual agreement had been 
reached between Egypt and the Sudan on the division of the water 
of the Nile. 

Mr. Smitu. Wasn’t there also a question of how it was to be 
financed? Our terms of financing? 


Mr. Auten. That is right. The discussion is going on between 
Egypt and the International Bank and the United States and Great 
Britain. 

Mr. Saira. I have a question for Mr. McGuire; I notice in the 
conclusion of your remarks, the first point you make is: 


The Middle East must be recognized as an area where threat of military 
aggression still exists. 

Would you care to discuss that matter in executive session? 

Mr. McGuire. I think it would be preferable, sir. 

Mr. Smiru. That is all right with me. Mr. Dorsey, as I under- 
stand that part of your statement, we are basing our help on the 
desirability of having these countries gain economic stability? 

Mr. Dorsry. That is true. 

Mr. Smirtu. Is time of the essence, or is this going to be a long, 
slow process? 

Mr. Dorsey. Well, I think, Mr. Congressman, that time is cer- 
tainly important. But there is also the very important factor of 
ability to absorb aid and to carry out economic development pro- 
grams. These factors vary with the country. There are differences 
between countries as to availability of trained manpower; local re- 
sources which can be put into economic development, and other 
factors of that sort. 

It is to our interest, it seems to me, to help them with all speed 
in order to achieve a sounder economic basis for their life. 

Mr. Smiru. If economic stability is our aim, what objection can 
we have if somebody assists us in this program? Would there be 
any objection to Russian economic assistance? 
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Mr. Dorsey. I would like to refer this question to Secretary Allen, 
since it is essentially a political question. 

Mr. Auuen. I will say this: [f economic aid is granted to any 
country for the same purpose for which the United States is giving 
it, 1 don’t hesitate to say “‘Yes.’”’ You have to look behind the pur- 
pose and see if there is a genuine desire on the part of the offering 
countries for continuing and solid independence and for economic 
progress. If anybody else comes along who wants to join in that 
same policy, with the same motives and same end in view, well 
and good. 

Mr. Smiru. Mr. Nehru advances that very argument, doesn’t he? 

Mr. Auten. Yes. Of course, it is a matter of judgment what the 
purpose behind different offers might be. 

Chairman Ricuarps. Mr. Burleson. 

Mr. Burueson. No questions at the present time, Mr. Chairman. 

Chairman Ricuarps. Dr. Judd. 

Mr. Jupp. What you have said this morning is what a lot of us 
have tried to say since this program was begun. The arguments are 
just as sound as they always were, and yet, somehow or other, we 
seem to be commanding less confidence and perhaps even generating 
ill will. This is the thing that troubles me. I believe in this pro- 
gram. I don’t see how anybody can disagree with the philosophy of 
it as being right. 

But, if I am taking care of a patient, and I am doing all the things 
that I am sure are right, but every week the patient sinks a little bit, 
then I have to find something else to do to change that course of 
events. 

Somewhere in the implementation, or the personnel that we are 
sending out, or the way we are doing it, we aren’t hitting the target 
that we have in mind. That is the thing that disturbs me. 

The operation looks perfect. I can justify it, so can you. But if 
the patient dies, we made a mistake. 

I would like to know what we ought to do differently. Let me say 
it another way—we here are in politics, and it is hard to be a respon- 
sible candidate if you have an opponent who will promise everything 
under the sun. That is what we are up against in the world, trying 
to be a responsible country, telling the truth, what is within reason 
and within our capabilities, not exaggerate. The Commies will 
promise everything. What are we todo? Stick to plain undramatic 
presentations—and lose? There are some politicians who say that 
you can’t save the Nation unless you get elected, they would argue 
therefore that we have to, shall I say, be a little less than responsible, 
or something, in order to win in this world struggle. 

[ can’t escape the conclusion that we are not winning as well as we 
ought. I am going to vote for this program and support it, but | 
know from what I saw, and what we hear here, that we are not accom- 
plishing what you and all of us want to accomplish. 

Should we be less responsible and more demagogic in order to win? 
Should we continue our present operation even if we lose the patient? 
This is the kind of decision we have to make. If you don’t want to 
comment on that, you don’t need to. That is the problem. 

Chairman Ricwarps. I would like to say to the committee that is 
a no-quorum call. I hope that after you go down, you can come back 
for a while. 
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Mr. ALLEN. Mr. Judd, you have put your finger on a point that 
concerns every one of us who is working in this program. These 
problems face me as I come before your committee year after year. 
Everybody can perhaps give his own reaction, based on his own 
experience or judgment. 

I feel that as the American Government and the American people 
get more and more experienced in the conduct of programs of this 
kind, we will become sophisticated enough to be aware that it is almost 
inevitable in a program of this kind that countries are going to weigh 
off our action toward one country by how much we have done for a 
neighboring country. 

We have heard a lot here about the Soviet Union entering this field. 
The Soviet Union is a newcomer. The Soviet Union has a lot ahead 
of it that perhaps Soviet officials don’t realize in this type of operation. 
There are headaches in it. It is a difficult one to operate. 

I think if we are aware of the fact that people are going to complain 
and pretend they are extremely unhappy because we have only given 
them $100 million instead of the $200 million they asked for or 
expected, then we just won’t get quite so disturbed, provided we 
look the situation square in the face and recognize it as one of the 
facts of life. I think that is one answer to your question. 

Mr. Dorsey here may have an observation from his own experience 
in this particular matter. 

Mr. Dorstry. I would like to say, very briefly, Dr. Judd, from an 
operating point of view, one of the very definite policies of the ICA 
at this time is to review its missions and its personnel, to make every 
effort that it can to improve both personnel and operations to get 
the most effective people and the most effective operating procedures 
into our program that we can, based now on some years of operation. 

We were pretty new to this sort of thing when we went into it. Now, 
we have a fund of experience; we want to build on that, and improve 
our Overseas Operations in every manner possible. 

Mr. Jupp. I am glad to hear that. Our subcommittee recom- 
mended that pretty nearly 2% years ago. I think there is something 
in the manner, the methods, or attitudes of some of our personnel 
that alienates or antagonizes people. I saw a recent interview with 
Mollet, the Prime Minister of France. He, too, stated that Americans 
tend to give lectures which, even if what they are doing is right, 
irritates people to the point where they say, ‘““Go home.”’ 

I suspect the big difficulty is our very efficiency, our drive, our 
enthusiam; we override people. I hope you will get to the bottom 
of these questions. There is no use doing it at all if we don’t win. 

Chairman Ricuarps. We will come back to that in a moment. 
Mr. Byrd. 

Mr. Byrp. Mr. Chairman, I would like to defer to my colleague, 
Mr. Wayne Hays, on the other side of the table. 

Mr. Hays of Arkansas. I have his proxy, Mr. Chairman. 

Chairman Ricuarps. I beg your pardon Mr. Hays. It is your 
turn. 

Mr. Hays of Arkansas. Thank you, sir. 

Chairman Ricuarps. You are sitting on the wrong side of the table. 

Mr. Vorys. He is sitting on the right side. 

Mr. Hays of Arkansas. I have no questions at this time, Mr. 
Chairman. 
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Chairman Ricuarps. Mr. Jarman. 

Mr. Jarman. Mr. Chairman, I think my question will be to 
Secretary Allen. 

When our subcommittee was in India at the end of last year, there 
was some discussion, of course, of the next 5-year program in India, 
and discussion of the anticipated deficit, which I understand would 
run around $800 million to a billion in the next 5-year program. 

We then got to Burma and learned, for the first time, of a loan that 
was consummated as of October 17 of last year, wherein India will 
loan to Burma 200 million rupees, the equivalent of $42 million. My 
understanding is that the loan is convertible by Burma into sterling. 

It was obvious from discussions that we had in India, as I recall it, 
that India would certainly be looking to the United States as one of 
her allies and friends for grant aid in meeting the deficit that is antic- 
ipated under the next 5-year program, a deficit of approximately 
$200 million per year. 

The thing that troubles me, Mr. Secretary, are we in the United 
States justified in giving economic aid to a nation that is itself con- 
summating economic loans to her own allies? 

Chairman RicnHarps. Do you want to go into executive session? 

Mr. Atuen. I can make a general observation on that. That is 
a question that has been brought up previously. It occurs to me to 
remark that [ was in the middle eastern division during the war when 
we were helping Great Britain very prominently under lend-lease, 
Great Britain at the same time had certain obligations in the Middle 
East that Britain was carrying out. 

A lot of Americans said at that moment, ‘‘Why should we be help- 
ing Great Britain when Great Britain is helping other countries; why 
shouldn’t we help those other countries directly?” 

There are certain circumstances in which relationships between 
countries are important enough that it is in our interest for them to 
be maintained. I, myself, don’t find it difficult to go along with an 
Indian loan to Burma. I don’t know the details of this particular 
loan. There are very intimate relationships between India and 
Burma. 

It seems to me that it would be a dangerous policy for us to follow, 
to say that any country that gets aid from us has from that moment 
on to restrict all of its activities with other countries because of its 
getting money from us, that it can’t make any loans anywhere. | 
don’t believe that would be in our interest to do so. 

It would depend, in the particular case, on the size of the loan, the 
terms of it, and whether it is to a country that we would strongly 
object to getting the aid. But I don’t think that we would want to 
object to Burma’s getting a loan from India. 

Mr. Jarman. My own reaction now is that I wouldn’t see any need 
for prohibiting technical assistance, or some development assistance, 
going to a nation that is loaning money to another nation; but I have 
some real doubts in my own mind as to our justification in giving or 
loaning actual economic help, to a nation that feels itself in a position 
to be loaning money, not goods or services to another nation. 

Mr. Auten. Mr. Chairman, may I ask my—— 

Chairman Ricuarps. Let me stop right there. We will have to go 
in recess, to answer the roll call. We will recess for 5 or 10 minutes. 

(A short recess was taken.) 
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Chairman Ricuarps. The committee will come to order, please. 
| believe Mr. Jarman was questioning the witness at the time we 
recessed. Mr. Jarman. 

Mr. JARMAN. I have nothing additional on that, unless Secretary 
Allen has an additional comment that he wants to make. 

Mr. AuLEeN. I would prefer to go into that question later, the 
Indian loan. I do have a few more comments on that question. 

Chairman RicHarps. Now or later? 

Mr. ALuen. Later. 

(The following material has been supplied for the record by Hon. 
George Allen: ) 

In October 1955, India signed a loan agreement with Burma for 200 million 
rupees (equivalent to $42 million) convertible into sterling. However, it is 
estimated that 70 percent will be used to finance Burma’s imports from India, 
including such items as textiles, peanut oil, and coal. Burma had experienced 
difficulty in financing its normal imports largely because of difficulties in selling 
rice in the world market. The Government of Burma considered the situation 
last fall to constitute a financial emergency. The emergency has since diminished 
and to date it appears that Burma has not actually drawn on the Indian credit. 

Repayments of any sums drawn down are to begin in 1959 aad to extend for 4 
years so that repayments must be completed within 8 years at 4 percent interest. 
Thus the drain on India’s foreign exchange is very slight at most, since half the 
loan will be repaid during the second 5-year plan. 

Like other assistance from one member country of the Colombo Plan group to 
another, this loan represents regional cooperation; one country which is in need of 
help seeures it from another which is in position to extend assistance. United 


States foreiga policy cucourages regional cooperation. The concept of self-help 
and mutual] assistance underlies the Fresident’s Fund for Asian Economie Develop- 
ment. It is clear that India’s action in granting this loan has been carefully 
coordinated with India’s own economic development plans so that the total effect 
on the Indian economy should be generally favorable. There is no evidence 
that it will result in India’s exporting items which have been imported as part of an 
aid program, nor that they will ship to Burma commodities which are in short 
supply in India. 

This loan and the trade between India and Burma constitute a continuance of 
their historic and political association when they were both part of the British 
South Asian Condominion. India had compelling reasons of sentiment, geogra- 
phy, and trade motivating its loan to Burma. 

Chairman Ricuarps. Mr. Byrd, do you want to ask some 
questions? 

Mr. Byrp. Mr. Chairman, I make reference to a statement by 
one of the witnesses a moment ago, in which he spoke of the control 
of disease in the Far East. He spoke of our programs which are help- 
ing to bring about a better control of disease. 

I just ask this question: While I and the other members of my 
study mission were in the Far East last fall, it seemed that one of the 
bases of the poverty, dissatisfaction, and unrest that we found there 
was the factor of overpopulation. While I recognize that we have the 
moral obligation to help prevent and stamp out the diseases which 
take a terrific toll of the population there, 1 am just going to ask 
this question: Whether or not it isn’t recognized that by helping with 
our programs, which serve to control diseases, do we not accentuate 
this factor, which certainly contributes to the unrest and poverty and 
to perhaps some of the conflicts that arise in that part of the world? 

Of course, that question could be misinterpreted as being somewhat 
un-Christian, and I certainly don’t mean it in that way. It just 
scems to me that it is a situation we have to face. While we proceed 
with our programs to make war on malaria, tuberculosis, dysentery, 
cholera, and the various other diseases in South Asia and the Far 
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fast, aren’t we, by so doing, helping to complicate and compound 
the other problem of overpopulation? It is just something, I think, 
that we have to face; not that I am against our efforts in that regard, 
not that I am against our programs to help stamp out disease and 
reduce the great number of deaths in proportion to the births. 
But it certainly is something we can’t overlook. I would like to 
get your reaction. 

Mr. AtueN. I am glad you mentioned tbat, Mr. Byrd. I can 
assure you it is a question I gave great thought to during my period 
in India. 

If you will let your mind dwell on the difficulties presented by 
that aspect, you can very easily come to a rather hopeless conclusion. 
On the other hand, it seems to me that this question of improving 
health standards is very similar to the problem that we are trying 
to meet in the entire global conduct of our foreign relations. The 
famous Four Horsemen of the Apocalypse—famine, disease, war, 
and death—and all those are things that have kept population down 
in the past. 

When you attack any one of them, when you try to prevent war, 
you are adding to the question of overpopulation. 

The matter of trying to improve people’s health is merely one 
aspect of the general effort to make the world a better place to live 
in. You are attacking all of these great enemies of mankind—war, 
pestilence, famine, disease, and so forth. 

It is true that they do increase the population problem every- 
where. But what is the other alternative? Shall we say: ‘Just let 
people die of malaria’? Shall we continue to let there be wars and 
famines and not try to prevent war or dam the rivers and maintain 
flood control? That is such a hopeless picture that I think the 
answer is that we have to go ahead and try to improve the world on 
all scores. 

It may be that it will not look like such overpopulation if you 
have a population free of disease, free from famine. Well-fed, strong, 
healthy people don’t seem like surplus, as much as miserable, un- 
healthy people do. 

Mrs. Boiron. Mr. Chairman, will the gentleman yield? 

Mr. Byrp. Yes. 

Mrs. Bouton. It seems to me that, with the world so accessible to 
everything so easily, the destruction of disease in India, all through 
the Far East, and in Africa, is self-protection for the United States. 

Our boys came home with every known and some unknown dis- 
eases from the war areas. Certainly our increasing tourists might 
easily come back with a tsetse fly or some such in the folds of their 
umbrellas. It seems to me that in helping to do away with disease 
anywhere in the world we are doing something for ourselves quite 
deliberately and literally. 

Now, if you will all give me a nice broad smile, I would suggest 
that planned parenthood is a very good idea for the Far East, or 
rhythm, I don’t care which you prefer, but take it somehow on both 
sides of the ledger. Perhaps with healthy children arriving at more 
stated intervals, we might build a world that res lly would “be worth 
living in. Thank you for the smiles. 

Mr. Byrp. I, of course, have no objections, as I said before, to the 
program. Iam grateful to the gentlewoman for her contribution. 
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Mrs. Bouron. Perhaps you are more timid than lam. You haven’t 
lived as long. 

Mr. Byrp. I just think it is a problem that we have to recognize. 
While we are trying to be helpful, and while we are perhaps following 
the most sincere moral and religious motives in so doing, it is obvious 
that we are, in a measure, defeating ourselves. 

That is neither here nor there. | am in favor of the program, as } 
sav. I have been disturbed by the problem. 

[ have another question or two, if I still have some time, Mr. 
Chairman. 

Mr. Zasuocki. Mr. Chairman, I hope it is understood that not all 
of us are in agreement with the suggestions proposed. 

Mr. Byrp. Mr. Chairman, I would like to ask Mr. Dorsey about our 
efforts in connection with supplying railroad cars and railroad locomo- 
tives to India. 

[ understand that last year we began a program of supplying India 
with a number of railroad cars and locomotives. I would like to ask, 
How far has the program progressed? Just what is the objective? 
How many locomotives and railroad cars are we planning to supply to 
India? 

Mr. Dorsgy. I would rather go into that, if I might, during 
executive session. 

Chairman RicHarps. We will go into executive session at this point. 

Mr. Zasuockt. Before we go into executive session, may I ask the 
questions requested by Mrs. Kelly? 

Chairman Ricuarps. The decision of the Chair to go into executive 
session will be held in abeyance. We will defer for a few minutes. 

Go ahead, Mr. Zablocki. 

Mr. Zasiocki. Mrs. Kelly had requested that I ask the Secretary 
to comment on her resolution, House Joint Resolution 600. The 
resolution requests the President to instruct the permanent representa- 
tive of the United States to the United Nations to request the Security 
Council without delay to convene the Arab States and the State of 
Israel and other interested nations in a peace conference. 

Mr. Hays of Arkansas. Pardon me. That is asked for by Mrs. 
Kelly? 

Mr. Zasuocktr. Yes. 

Mr. Hays of Arkansas. I have a resolution pending on the subject. 

Chairman Ricuarps. Are vou familiar with that resolution in- 
troduced by Mrs. Kelly? 

Mr. ALLEN. No, I have not seen the resolution. 

[ will merely reply that undoubtedly the views of the Department of 
State on that resolution will be requested, and it would be presump- 
tuous for me now to express the views of the Secretary of State. 

Chairman Ricuarps. And I would like to add, the views of the 
Department have been requested. I haven’t a reply yet. 

Mr. Hays of Arkansas. Do you yield? 

If the resolution is referred to, I would like the record to show that 
Resolution 222, which I introduced is on the same subject, and | 
assume that what the chairman says would apply to my resolution on 
the Middle East—that the views of the Department have been 

requested? 

Chairman Ricuarps. I don’t think the resolutions were identical. 

Mr. Hays of Arkansas. No, they provide a little different approach. 
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Mr. Zasiocki. Mrs. Kelly’s next question is: Do we contemplate 
giving arms to Israel to combat aggression? 

Mr. ALLEN. Do we contemplate giving arms to Israel? 

Mr. Zasiocki. Yes. 

Mr. AuLEN. I suppose the word ‘‘giving’’ was used advisedly. 
There is no program at the moment for giving arms to Israel. 

Mr. Zasuockt. Here is her last question: What will the United 
States do if any of the Arab nations make further moves of aggression? 

Mr. Auten. This will depend, sir, on the circumstances at the 
time... | want to repeat, however, in order to prevent that from sound- 
ing like a curt answer, that the Secretary of State has made it clear 
on many occasions that the preservation of Israel is one of the cardinal 
points of American foreign policy. Consequently, we will act in 
accordance with that policy, if Israel is a victim of aggression. 

Mr. Zastocki. Mr. Chairman, my time ran out, and I was not 
quite satisfied with the answer to my question. 

Mr. Secretary, would you care to further comment on the question 
that I had asked, on the 1950 declaration, particularly since Mr. 
MeGuire in his conclusions states, “The Middle East must be recog- 
nized as an area where threat of military aggression still exists”? 

Mr. Secretary, do you deem it advisable, in order to establish peace 
and stability, ihat the Congress be requested to authorize the pro- 
visions of the 1950 declaration? 

Mr. AuuEen. | don’t presume, Mr. Zablocki, that vou are asking me 
to express a personal view on that. I am here, of course, representing 
the administration, and decision on the part of the administration to 
request Congress in an important matter of this kind to authorize 
the President to use the Armed Forces of the United States would be 
w request of the President of the United States. 

I can merely state that as of the present moment, as far as I am 
aware, the President has not decided to request that authorization 
of the Congress. That will be a decision that, of course, the President 
himself will have to make. 

Mr. Zasiockt. Thank you, Mr. Secretary. I hope to pursue this 
matter In executive session. 

Chairman RicHarps. I think the Assistant Secretary’s answer was 
a wise answer. We don’t know what the future holds. 

Mr. Zasiockt. It certainly was a wise answer, I agree, Mr. Chair- 
man. But it certainly does not shed any light as to what our policy 
or action might be in the area. 

If there should, perchance, be an aggressive act, we don’t know 
whether the present Administration intends to use force- 

Chairman Ricuarps. Or any other administration. 

Mr. Zasiockt. Spoken truly in a bipartisan spirit. 

Chairman Ricuarps. I don’t want to rush out of open session. 
If there are any further questions. 

Mr. Zanuocki. Just one more. Mr. Chairman. I didn’t want to 
imterrupt Dr. Judd; but I think Mr. Dorsey gave the answer to Dr. 
Judd’s question on page 20 of his statement. Undoubtedly Soviet 
penetration in the countries listed was by barter and trade, For 
example, in Egypt, it was barter. In the case of Afghanistan, in- 
creased trade. With India, trade. With Ceylon and Nepal, trade. 

Certainly we should not try to outbid Soviet Russia in assistance to 
the various countries that need assistance. Is it not preferable, 
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however, to extend our trade with these nations? Something that 
Congress is reluctant to face up to. 

Mrs. Botton. Mr. Chairman, | would like to see us go into exeeu- 
tive session. I think there are a lot of things that we need to discuss 
in executive session. Do you mind? 

Mr. Zastockr. I don’t mind at all, Mrs. Bolton. 

I think some of this ought to be told to the public, so that they 
would be prepared. Many people don’t understand why we are 
losing so many countries. It is because we are reluctant to trade 
with them. 

Mrs. Botton. It is also that we upset their markets, sometimes, 
too. : 
Mr. Zasiocki. | agree with Mrs. Bolton’s suggestion, that we take 
it up in executive session. 

Chairman Ricwarps. It seems to me that your question deals 
with the same points raised by Mr. Vorys and Dr. Judd. 

Mr. Zasuocki. It isn’t my question. I believe the answer to Dr. 
Judd’s question why we are losing our friends and allies, is on page 
20 of Mr. Dorsey’s statement. 

As I said, if we look at the list of the countries that were penetrated 
by the Soviet, it is apparent that penetration resulted because of trade 
agreements and barter. I think that is the answer to Dr. Judd’s 
dilemma as to what we must do. We must expand trade. 

Mr. Byrp. Just as the distinguished gentleman said a minute ago, 
that he didn’t want my statement interpreted as one which he would 
agree to, I would like to reciprocate at this time and say that I don’t 
agree with that which he has just made if he is referring to trade with 
the Communists. 

Chairman RicHarps. Are there any further questions in open 
session? The committee will go into executive session, please. 

(Whereupon, at 1:03 p. m., the committee went into executive 
session.) 


EXECUTIVE SESSION 


Chairman RicHarps. The committee will come to order, please. 
We have with us again this morning Assistant Secretary of State 
Allen who is available for further questioning. Mr. Zablocki. 

Mr. Zasiocki. I don’t want to ask too many questions, Mr. 
Chairman. 

But Secretary Dulles in his statement vesterday at the annual 
meeting of the members of the Associated Press stated that “we are 
associated with the Baghdad Pact.’’ 

Mr. McGuire states, ‘‘We supported the Baghdad Pact.’ 

Is the United States contemplating membership in the Baghdad 
Pact? 

Mr. Auten. The word “contemplating” is a difficult one. You 
know the controversies that have arisen over that word. I remember 
an instance in which somebody in the State Departme nt was asked 
whether the United States Department of State ever ‘‘contemplated”’ 
the recognition of the Peiping regime. 

There was a great dispute over whether the State Department 
which was contemplating all sorts of possibilities, meant by the word 
“contemplating” that we were favorably considering it. 

At the present moment the American Government does not con- 
sider that it is in our interest or conducive to the achievement of the 
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ends that we seek in the Middle East for the United States to join 
the Baghdad Pact. 

Mr. Zastockt. How would the word “associated”’ with the Baghdad 
Pact be explained? 

Mr. Aten. | think, Mr. Zablocki, that that is a normal and proper 
word to depict our relationship with the Baghdad Pact. 

Just last week our representative at Teheran, our observer, indi- 
cated the willingness of the United States to reply favorably to the 
invitation of the members of the Baghdad Pact, that we become full 
members of their Economic Committee, although we are not members 
of the pact itself. 

We did that. While we don’t belong to the pact, we belong to 
the Economic Committee. 

It seems to me the word “associated’”’ is a justifiable word to 
describe our relationship. 

Mr. Zastockt. Mr. Secretary, can the pact achieve its objectives 
without. United States membership, that is, the objectives of this 
collective security arrangement? We were told that it could not 
without our membership. 

Mr. AuLEN. Many of the members of the pact, in fact, all of them 
have stated, that the pact cannot achieve its full objective without 
American membership. 

We recognize the earnest desire on the part of the members of the 
Baghdad Pact for the United States to join. As a matter of fact, I 
am rglad that the shoe is on that foot, rather than a situation in which 
we were trying to elbow our way into an organization, giving it the 
aspect of outside interference in a local organization. 

The Baghdad Pact would be strengthened, certainly, by United 
States membership in it. There can’t be any doubt about that. 
However, other difficulties we feel would be created that, on balance, 
make it undesirable for us to take full membership at the present 
time. If you want to go into some of those difficulties, we can. 

Mr. Zastocki. The New York Times reported, Sunday, that the 
British withdrew from the negotiations in the Aswan Dam proposition. 
Is there any truth to that? 

Mr. Auten. I am not aware that the British have withdrawn, no, 
sir. [Iam certain that we would be aware of it, and I would personally 
be aware of it if it happened. The British have not withdrawn. 

Mr. Zasxockt. If the British withdraw, what will our position be? 

Mr. Auten. That is a rather speculative question, but we have 
approached the matter up to the present time on the basis of tripartite 
action, that is, the International Bank, plus American and British 
contributions. If either the United States or British, Great Britain 
withdrew, certainly the whole matter would have to be looked at over 
again from a fresh angle. 

[ find it a little difficult, in all honesty, to try to judge what the 
United States’ position would be at that moment. 

(Discussion off the record.) 

Chairman Ricuarps. Mr. Secretary, I believe that if you and the 
members of the team would come up here for, say, a half hour in the 
morning, I think we could finish. 

Mrs. Boiron. I would like to ask why tec ‘hnic al cooperation in 1955 
over in the Near East and s—thes s—2,704, in 
i956 there were only 1,300, in 1957 thers are sale 1.2 million. Why 
are we declining on technical assistance in those areas, if we are? 


the 
\ 
me, 
doo 
N 
pro 
\ 
whe 
an) 
\ 
mu 
the 
it t 


$36. 
mor 
also 
\ 
find 
pro 
\ 


une 





MUTUAL SECURITY ACT OF 1956 


Chairman Ricuarps. What was that? 

Mrs. Botron. Technical assistance in the dependent overseas 
territories. 

Mr. Dorsry. I would like to say that it was our understanding that 
the desire of Congress last year was that in countries in which in- 
dependence was not on its way, we should minimize our 

Mrs. Bouron. May I ask where and when and how the Congress so 
expressed itself? I would like to have that so I can refer back to it. 

Mr. Dorsey. [t appears as section 549 (b) of the Mutual Security 
Act of 1955. We have been emphasizing our programs, as you know, 
Mrs. Bolton, in such countries as Nigeria, the Gold Coast, and so on, 
which have immediate independence ahead. 

We are nevertheless looking at the whole general program very 
thoroughly. It is true, however, that in recent previous years assist- 
ance has been given to such other territories as Kenya, Tanganyika—— 

Mrs. Boiron. There is an ICA program in Kenya now. 

Mr. Dorsry. At the present level, the DOT programs in general 
seem to us to be adequate to meet the desires of the governments of 
the metropoles in those areas 

Mrs. Botton. That was what I meant awhile ago. It seems to 
me, if we are leaving it to that, we are being foolish, in leaving the 
door wide open after the horse gets out. 

Mr. Dorsgy. Both the Department of State and the ICA have the 
problem under consideration. 

Mrs. Boiron. But you have reduced these programs at a 1r4oment 
when the whole African situation is pyramiding up. It seemg to me 
an unwise procedure. 

Mr. Dorsry. I would like to cite one area in which we ave very 
much interested, and that is the Central African Federation, where 
they are trying to do a multilateral job. We have not decreased 
it there. 

Mrs. Boron. Your plans there are very interesting. 

I would like to ask the Secretary whether the Department asked for 
any increase of travel funds in the African area, or any area where we 
have consulates that are in large areas? ® 

Mr. Aen. In the State Department appropriations budget for 
this year? 

Mrs. Bouron. Yes. 

Mr. ALLEN. I am not familiar with the details on travel funds, but 
the general State Department appropriation request was for a very 
considerable increase in all categories, I believe, of our operations. 

I would be very surprised if the travel funds were not also increased. 
I will be glad to supply that detail for the record. 

(The information requested is as follows:) 

The 1957 fiscal year budget presentation to Congress requests an increase of 
$36,565 for travel within districts of assignment. This increase would permit 
more extensive travel by staffs of existing NEA posts, including those in Africa, 
also would provide for the travel requirements of new posts. 

Mrs. Boutron. May I ask how this committee is going to be able to 
find out what the State Department has asked for in a matter of a 
program for the coming year? 

Mr. Auten. Mrs. Bolton, this is a matter which, of course, comes 
under the administrative section of the Department of State. 
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I will merely make this general reply, that as far as I am aware, the 
Department of State stands at the disposal of this committee at any 
time this committee wants to hear any member of the Department of 
State on any subject it may wish. 

I am certain my friend Loy Henderson wouldn’t mind my saying 
on his behalf that we would welcome the opportunity to explain to 
this committee anything about the workings of the Department of 
State and its plans. I shall report your remarks in proper quarters. 

Mrs. Bouton. I will be happy if you will do so. 

Mr. Dorsey. I wonder if I might, for the record, supplement my 
reply to Mrs. Bolton’s previous question. 

I would like to say it is my understanding that in the legislation for 
fiscal year 1956 it was the sense of the Congress that assistance to 
the DOT’s be used to promote the growth of self-government. Of 
course, within the amount of funds that we have available, this has 
raised questions from a priority point of view as to which territories 
we would assist. 

Mrs. Boutron. Why only to the DOT’s? 

Mr. Dorsry. You are speaking largely of those countries? 

Mrs. Bouton. Yes, because they are all that are in your program. 
What about the other countries where they want us terribly? | 
have been out there and know they really do. 

Mr. Dorsey. We do have substantial programs in Ethiopia, 
Liberia, and Libya and have had for 5 years. We welcome the 
interest of the Congress in the problems that we face there. 

Secondly, I would like to mention that if general policy changes 
require a shift in our plans in the area,then one of the first sources of 
funds to which we would naturally look to adjust our program would 
be the special fund for the Near East and Africa. 

Chairman Ricuarps. In other words, they will have the money to 
take care of an expanded program. 

Mrs. Bouron. | would like to be very serious for a minute, if I may. 
I feel very deeply the need that we have as a committee here somehow 
or other to be more intelligeat about the whole situation in the continent 
of Africa. It is very little known here in this country. It certain] 
is very little known to the Congress. As some of vou know, the possi- 
bilities in Africa are beyond one’s power to calculate. 

One of the things that is happening now is to me a very dangerous 
and serious thing. The British and the French are seeing to it that 
in the papers, some of them African papers, perhaps some of their 
own, they are picking up practically daily every racial problem that 
has hit us below the Mason-Dixon line and north of the Mason-Dixon 
line in this country. It is headlined. It is brought out in every con- 
ceivable way. The hatred of America has grown tremendously in 
just 6 months. I think that we must face that very, very honestly 
and see what we can do to stop it. It would seem as if the French 
and the British are behaving exceedingly badly to let such things 
go on in their dependencies, if they are expecting help from us there. 
I fear it has reached serious proportions in Africa. Thank you, 
Mr. Chairman. 

Chairman Ricuarps. Mr. Byrd. 

Mr. Byrp. I wonder if we might return to the question that | 
asked Mr. Dorsey earlier regarding the length and breadth of our 
program of supplying railroad cars and locomotives to India. 
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Mr. Dorsey. Mr. Byrd, it is my understanding that in 1955, fiscal 
year 1955, we had some $18,500, 000 devoted to the supply of railroad 
rolling stock for India. A very large component of that was purchased 
in the United States, and is in the form of American rolling stock. 

Our interest in India has been to attempt to help the Indians to 
build up basic services, such as transportation, on which a sound 
economic development of that country rests very considerably. 

The Indian railroad system is, I believe, the fourth largest in the 
world. The Indians are making great strides to improve it, as a part 
of their two 5-year plans. We “think it is important, as I mentioned 
before. The first 5-year plan resulted in an increase in industrial 
production of some 50 percent. The objective of the second plan is 
to put some additional 10 million people to work through that plan. 

Mr. Byrp. Could you tell me approximately the number of units 
of railroad equipment that $18.5 million represents? 

Mr. AuLEN. That I cannot tell you, but I will be glad to supply 
that information to the committee, if I may, Mr. Chairman 

Chairman Ricuarps. I wish you would. 

(The information referred to appears on p. 581.) 

Mr. Byrp. What percentage of the rolling stock comes from the 
United States? 

Mr. ALLEN. Fifty percent, as | understand it. 

Mr. Byrp. Of course, Mr. Chairman, the primary reason why | 
asked that question is because in our own coal fields of West Virginia 
and Pennsylvania, and some of the other States of America, we are 
faced with a shortage of railroad cars. 

I was just interested as to how far we are going to go in supplying 
Mr. Nehru, whom I consider to be a menace, with railroad cars that 
our own coal miners and our own coal operators can’t seem to iret for 
themselves. 

Mr. Dorsry. May I make one point, Mr. Byrd, that the part of 
the program mentioned earlier was financed in fiscal 1955, that it is 
not included in 1956 or 1957, and that the American railroad industry 
at. the time was in a somewhat depressed state. 

Mr. Byrp. I am quite sure that the American people, who hi oe 
been too well pleased with the treatment that we Americans get’ from 
the Indians, as voiced by Mr. Nehru himself, are not happy ‘anil will 
continue not to be happy when we supply the Indians with aes nts 
of equipment that we ourselves are doing without. 

Mr. ALLEN. May I comment, Mr. Byrd, on that, that I hapjtened 

») have had a personal part in that, to some extent, because the 
ae of supplying locomotives to India came up w hile I was tihere. 

Japanese and German firms, I believe, offered 35 percent under the 
American price, but the American manufacturers insisted that: half 
of this would be manufactured in the United States. 

Mr. Byrp. Thank you, Mr. Chairman. 

Mr. Zasiocki. I don’t want to appear that I am on the same » old 
bicycle, but since we are faced with the pressure for arms to. the 
Middle East, particularly arms to Israel, isn’t it preferable that we 

restate, if necessary, by getting the authorization from Congress, 
restate the provisions of the 1950 Tripartite Declaration? 

We are being pressured for arms to Israel. I believe, a restatement 
of the principles of the 1950 declaration would satisfy and reassure 
the countries in that area. 
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Chairman Ricwarps. I understood that the Secretary answered 
your previous question to the effect that if such a request came from 
the executive department to the Congress, the President of the 
United States would have to make it, and that he had no knowledge 
as to the President’s plans at present. 

Mr. Zasuocki. I am restating the question, because I have a great 
deal of esteem and admiration for Secretary Allen. 

Chairman Ricwarps. It is your point that Congress should do 
something about it? 

Mr. Zasiockt. Not necessarily Congress. It is preferable that the 
executive department make a restatement which would very well 
serve to withstand the pressure for additional arms. 

Mr. AuLeN. There are two or three considerations that go into the 
question. If I could speak to you, subject to some editing of the 
record 

Mr. Zastockt. It can be off the record entirely. 

Mr. ALLEN. Let me point this out— 

Chairman RicHarps. Do you want to take this off the record 
entirely? 

Mr. ALLEN. Yes; if we may. 

(Discussion off the record.) 

Mr. AuueN. | think we passed over much too lightly the general 
fund for the Middle East. I think it is extremely important. One 
of the things that we have learned by experience, that we have suf- 
fered under and want to correct, is the fact that every time that you 
put all the funds in bilateral programs, the amounts we request in- 
evitably become known and the foreign governments, instead of being 
appreciative, consider the amount already their own, as voted by 
Congress, and they make great objections when it is reduced as much 
asa penny. Give the administration a more flexible w av of handling 
its aid program and I think we can show considerable improvement. 

All sorts of problems arise. 

(Discussion off the record.) 

Mr. AuLien. We cannot foresee 2 years ahead. We are already 
making up our program for 1958, in a rough way, without knowing 
what. the developments will be. The dependent areas of Africa are 
places where we may need funds. We are not in a position to outline 
a bilateral program for each of these dependent areas at the moment. 
We hope very much that this flexible fund can be 

Chairman Ricwarps. I have always been in favor of the idea of a 
flexible fund. I believe that in this kind of program, with all its im- 
ponderables, you have to have flexibility to make it effective. But, 
at the same time, it is not very palatable to Congress to give the 
Executive a blank check for a $300 million fund, to say, ‘‘Here it is. 
Do like you please.’ 

Take the other side of the thing. Suppose you have a rigid agree- 
ment as to a program. You fix it, so there is an adequate sum of 
money tied up for it and then it doesn’t pan out right. It is pretty 
hard then to adjust yourself to changing conditions. That is one 
reason why I don’t like the Aswan Dam proposition. If you have a 
rigid commitment to do a particular thing for a particular country, 
for a certain period of years, it is hard to change your mind. 

The committee stands adjourned until 10:30 in the morning. At 
that time we will have about 30 minutes with these gentlemen in 
executive session. 





MUTUAL SECURITY ACT OF 1956 


(Whereupon, at 1:35 o’clock p. m., the hearing adjourned.) 
(The following information has been supplied by the Department of 
State in response to a request by Mrs. Bolton. See also p. 491.) 


TECHNICAL ASSISTANCE ACTIVITIES IN AFRICA 


United States bilateral program 

Under United States bilateral programs, technical cooperation assistance is 
being furnished in fiscal year 1956 to Liberia in the amount of $1.8 million: 
Ethiopia in the amount of $3 million; Libya in the amount of $2 million. This 
aid is being used to provide demonstration and training in the fields of education, 
technical and vocational training, agricultural education demonstration and exten- 
sion, public health demonstration and training, and transportation. In additio: 
$5 million of development assistance is being made available to Libya to help 
finance agricultural credit, development of water for agriculture, construction of 
schools, and for transportation. 

Technical cooperation assistance in the amount of $1.2 million is being made 
available to the Gold Coast, Nigeria, Uganda, Somalia, and the Central Afriea: 
Federation. In view of the substantial assistance already being made availabh 
to these territories by the responsible European metropoles, the character of the 
United States program here is different from that in the independent territories. 
These programs are intended to provide through United States technicians or 
through training in the United States, a supplement to the assistance being made 
available by the metropoles in those areas where the United States has demon- 
strated an experience uniquely applicable to the African scene. This assistanee 
is primarily in the fields of agricultural extension education, technical and voca- 
tional training, and transportation. 

United Nations expanded program of technical assistance 

Major United Nations technical assistance programs in Africa are in Ethiopia, 
Liberia, and Libya. Approved programs for 1956 are as follows: Ethiopia, 
$372,229; Liberia, $257,386; Libva, $733,163. 

In Ethiopia, aid is being provided in agricultural development, improvement of 
health conditions, education, development of civil aviation, teleeommunications, 
and public administration. Training institutions have been or are being estab- 
lished in civil aviation, training of primary teachers, public administration, and 
training of personnel in venereal disease treatment. 

In Liberia, UNTA is aiding education (Klay National Fundamental Education 
Center, assistance to University of Liberia, and development of a teacher training 
center in Monrovia) ; health (malaria and yaws control program); and agricultural 
development. 

In Libya, 33 instructors are being provided in a technical and clerical center in 
Tripoli to train clerical workers. Other major programs are in agricultural 
development, education (educational training and production center), and health 
two schools of nursing). 
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Countries and territories receiving technical assistance under United Nations ex- 
panded program of technical assistance, calendar year 1956, and/or United States 
technical cooperation or exchange programs, fiscal year 1956 


United States 
technical cooper- | 
ation or technical 

exchange pro- 
gram, fiscal year 


United Nations 
expanded pro- 
| gram of technical 
| assistance cal- 


1956 endar year 1956 


A. Near East and Africa: 
Algeria 
Bechuanaland 
Belgian Territories in Africa 
British East Africa 
Kenya 
Tanganyika 
Uganda 
Cameroons (French West Africa) 
Central African Federation 
Egypt 
Ethiopia. 
France (nonmetropolitan territories) 
Gambia 
Gold Coast 
Greece 
Iran 
Iraq 
Israel 
Jordan 
Lebanon 
Liberia 
Libya 
Mauritius 
Morocco (French Zone) 
Nigeria 
Reunion Island 
Saudi Arabia 
Seychelles 
Sierra Leone 
Somaliland (British) 
Somaliland (Italian) 
Sudan 
Syria 
‘Tunisia 
‘Turkey 
Yemen 
+ East and Africa: 
Afghanistan 
Burma 
Cambodia 
Ceylon 
China (Taiwan) 
Hong Kong 
India 
Indonesia 
Japan 
Korea 
Laos 
Malaya, Federation of 
Nepal 
North Borneo 
Pakistan 
Papua and New Guinea 
Philippines 
Sarawak 
Singapore 
Thailand 
Vietnam 
C. Latin America: 
Argentina 
Bolivia 
Brazil 
British West Indies 
British Guiana 
British Honduras 
Jamaica 
Barbados, Windward, and Leeward Islands 
Chile 
Colombia 
Costa Rica 
Cuba , 
Dominican Republic 
Ecuador - - 
FE] Salvador 
French Guiana 
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Countries and territories receiving technical assistance 


1956 


unde) 


United 


5S] 


Nations ex- 


vanded program of technical assistance, calendar year 1956, and/or United States 
I ( y 


technical cooperation or exchange programs, fiscal year 1956 


C. Latin America—Continued 

Guadeloupe 
Guatemala 
Haiti 
Honduras... 
Mexico. 
Nicaragua . 
Panama. 
Paraguay 
Peru. 
Surinam _.. 
Trinidad 
Uruguay - 
Venezuela 

PD. Europe: 

Austria 

Cyprus 

Finland -._- 

France 

Iceland 

Italy iin 
Joint Control Areas 
Malta....--- 

Spain _- eae 
Yugoslavia_.__. 


United States 
technical cooper- 
ation or technical | 

exchange pro- | 
gram, fiscal year | 

1956 | 
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Continued 


United Nations 
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| gram of technical 


assistance cal- 
endar year 1956 
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(The following information has been supplied for the record in 
response to a request by Mr. Byrd. 


Under operational agreement No. 


See also p. 577.) 
17, Railway Rehabilitation, the United 


States committed a total of $38.5 million to India during fiscal years 1954 and 


1955. 


The above funds were to provide the following: 100 type WG broad gage joco- 
motives (steam); 4,365 broad gage freight wagons; and 4,365 meter gage freight 


wagons. 


Country of source 


Japan i 


United Kingdom_.....-..-._- 
Do 





50 WG locomotives 

1,650 MC cars 

1,650 O cars... .-- 
Total 


25 WG locomotives 


| 1,715 O car bodies. . 


1,000 O car bodies 

2,715 MC wheel and axles 
2,715 O wheel and axles 
500 MC car bodies 


Grand total 


Item 





Value 

$8, 940, 650 
7, 0&0, 299 
5, 846, 546 


| 21, 867, 495 
2 088, 750 
| 2.036, 750 
} 6, 176, 115 
1, 942, 000 
2, 533, 910 
750, 000 


15, 477, 525 
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WEDNESDAY, APRIL 25, 1956 


House OF REPRESENTATIVES, 
CoMMITTEE ON ForREIGN AFFAIRS, 
Washington, D. C. 

The committee met, pursuant to call, in room G-—3, United States 
Capitol, at 10:50 a. m., the Honorable James P. Richards (chairman) 
presiding. 

Chairman RicHarps. The committee will come to order, please. 

We will continue hearings on amendments to the Mutual Security 
Act. 

We have witnesses on the Middle East, Assistant Secretary of State 
Allen, Mr. Dorsey representing ICA, and Mr. McGuire representing 
Defense. These gentlemen were questioned at length vesterday but 
some members have additional questions. 

The Secretary has another appointment at 11:30 and we will allow 
him to leave before that time. 

Does the gentleman from Connecticut have any questions? 

Mr. Morano. Have you been getting up-to-date reports on 


Hammarskjold’s trip to the Middle East? 


STATEMENT OF HON. GEORGE ALLEN, ASSISTANT SECRETARY 
FOR NEAR EASTERN, SOUTH ASIAN AND AFRICAN AFFAIRS, 
DEPARTMENT OF STATE 


Mr. ALLEN. We have been getting, Mr. Morano, very good reports 
from our offices in the field on his conversations in Cairo and Tel 
Aviv, Jerusalem, Beirut, and Damascus. He is in Amman, I believe, 
today. 

Of course, he will make his own recommendations to the Security 
Council. He is keeping his own counsel about the recommendations 
he will make, but we have been following closely his conversations. 

Mr. Morano. Are any surprises evident in the information that 
has been reaching vou? 

Mr. Auuen. Insofar as his conversations are concerned? 

My general impression is that the conversations have gone some- 
what better than we have had reason to anticipate, in view of the very 
strong feelings in the area. The big surprise was the sudden state- 
ment of the Soviet Government, the day before the Soviet leaders 
landed in Great Britain, that the Soviet Union would be favorably 
disposed toward a peaceful settlement of the Arab-Israeli problem. 
That really constituted a new development in the whole picture. 





584 MUTUAL SECURITY ACT OF 1956 


Prior to that time, the Arab States had thought that they could depend 
upon Soviet support for their position, regardless of what the situation 
was, it has come as a considerable surprise to them and they are still 
reacting from it in a somewhat uncertain and, some of them, in a 
somewhat shocked manner. 

Mr. Morano. Mr. Ben Gurion was reported to have made a 
statement this morning to the effect that the Russian statement was 
“phony in nature,” and that while he was making that kind of a 
statement—the Russian leaders were making that kind of statement, 
the arms from Russian satellites were still pouring into Egypt and that 
he took no stock, no confidence or comfort in the statements made by 
the Russians. Do you care to comment on that? 

Mr. AuuEN. I have noticed Mr. Ben Gurion’s statement on that 
subject. We have to bear in mind that the Israeli Government at 
the present moment is making very earnest and energetic efforts to 
obtain arms. An immediate Israeli reaction was one of concern lest 
the Soviet statement lead countries from which they are endeavoring 
to obtain arms to think that there was no longer any need for arms 
or that perhaps an agreement was in the making for a four-power 
arms embargo of any arms shipments to the area. The Israeli Gov- 
ernment takes the position that that would leave Israel in a much 
weaker position than Egypt, if everything were frozen as it exists at 
the moment. So it was rather natural that the Israeli Government 
would want to counteract any impression that the situation had 
suddenly become calm and peaceful and consequently there was no 
need to consider any more the request by Israel for arms. 

Mr. Morano. You mean the four-power declaration would include 
Soviet Russia? 

Mr. ALLEN. Yes. 

Mr. Morano. I thought we were told a few weeks ago by some 
member of the State Department, or someone, that as of now it 
would take the Egyptians 6 or 7 months, or at least 4 months to 
catch up with the arms position held by the Israelis. In other words, 
the Israelis would continue to lead in defense posture for at least 4 
months. 

Mr. ALLEN. I am not certain what testimony or statement you are 
referring to, but that is largely a matter of opinion. The Government 
of Israel maintains that as of this moment, Egypt has superior military 
supplies to Israel. 

Mr. Morano. What is our position? What are our beliefs in that 
situation? 

Mr. Auten. As I say that is largely a matter of opinion, based on 
such intelligence information as can be obtained. And I think opin- 
ions will vary on the basis of the same intelligence. 

(Discussion off the record.) 

Mr. AEN. Both sides are strong enough now to do a great deal 
of damage to the other, regardless of who wins. That is a further 
reason for all of us working on the problem to do everything we pos- 
sibly can to maintain peace in the area and not to have a test of arms. 

Mr. Morano. Now, it was my understanding that our Government 
declined to make a decision on sending arms aid to Israel, because we 
felt that (a) the Israelis were still strong enough for a few months, at 
least to take care of themselves and (6) we felt all other measures 
at the disposal of the State Department should be tried before we 
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decided on sending arms. These measures are being taken. One of 
them, I assume, is this Hammarskjold visit. 

Mr. ALLEN. That is the chief activity at the present moment and 
all efforts are being concentrated—TI shouldn’t say all, but certainly 
the major effort, on that aspect. 

Mr. Morano. Are we to conclude, Mr. Allen, that if Mr. Ham- 
marskjold’s visit is unsuccessful, our State Department will take 
another good look at the question of whether or not to send arms to 
Israel? 

Mr. ALLEN. Let me say the State Department is looking at that 
question now. We won’t have to wait for Mr. Hammarskjold to 
come back to keep that matter under the most active examination, 
and the Secretary, himself, is giving very close personal attention to 
it. I will add that we are making all efforts to help achieve the success 
of the Hammarskjold mission. We are not going into the operation 
with the contemplation that it is going to fail or that it is very likely to 
fail, At the same time we recognize fully that no mission of this kind 
has a 100 percent chance of success and that we should give some 
thought to the situation if it doesn’t succeed. If it does not succeed, 
that certainly will present a new situation that will have to be taken 
into account by anybody who is examining the question of armaments 
for the Middle East. 

Mr. Morano. And we can hope to expect that your Department 
will give notice to this committee when and if a change in policy is 
made with relation to the shipment of arms to Israel. 

Mr. ALLEN. I would expect, in view of the close contacts we have 
with this committee, that that would be true, yes, sir. 

Mr. Morano. Thank you. 

Chairman Ricuarps. Mr. Bentley— 

Mr. Benttey. I would like to ask 1 or 2 questions about India, 
if | may. 

In volume III it says the main United States objective with regard 
to India is the maintenance of an India with a democratic government 
uncommitted to the Communist bloc and resisting the encroachment 
of domestic communism. 

In the program we have a request here for $80 million development 
assistance and technical cooperation to India, this year. 

Since we have had a development assistance, or any type of economic 
assistance program to India in the last few years, is it your opinion, 
sir, that India has gotten closer, or further away from the Communist 
bloc? 

Mr. ALLEN. It is my opinion, sir, that India has maintained its 
independence constantly throughout this period. I don’t believe that 
India has come any closer under Communist or Soviet-Peking domina- 
tion during this period. 

It is certainly true that in many aspects of her foreign policy during 
the last 3 or 4 years, India has agreed with many of the same proposals 
that Peking and Moscow have. The admission of the Peking regime 
to the United Nations is the key item upon which Indian policy “and 
Moscow and Peking have been similar. But I do not believe that 
that has meant that India has been under the domination of Moscow 
and Peking. During the last year, the Communist Party inside India 
has suffered a very serious shake-up. Its position has been rendered 
almost untenable since the visit of Khrushchev and Bulganin to India. 
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Mr. Bentuey. | believe you said we didn’t want to demand a high 
percentage of cooperation from any one of these countries and put 
them in a position of being satellites of the United States. I am 
wondering if we are getting 50 percent cooperation from India. 

Mr. ALLEN. Let me remind you of certain considerations, Mr. 
Bentley, that are sometimes overlooked when the newspaper headlines 
talk so often about disagreements. There are at the present moment 
more than 2,000 Indian students in the United States studying at 
American universities, and more than 3,000 in Great Britain. 

As far as I know there are no regular Indian students in either 
Soviet Russia or in China. Now, a few visits are made by Indians 
who go to Russia and to China on invitation. 

(Discussion off the record.) 

Mr. ALLEN. There were in the first 6 months of last year, about 
20,000 American tourists, just ordinary American tourists, to India. 
We did about $300 million worth of trade both ways with India last 
year. My guess would be that the trade between India and China 
an offhand guess—wouldn’t be $25 million. I think that would 
probably be outside. 

So there is this factual situation regarding relations between our two 
countries that is far different from, say, our relations with Poland or 
some other satellite country, or relations between the United States 
and Communist China. Now, it seems to me that is something worth 
preserving. 

I am sometimes unhappy when foreigners compare what we give to 
one country with what we give to another country, but I am going to 
be guilty of doing that myself, at the moment. I mentioned yesterday, 
and I will repeat it now, that 3 years ago our aid to India was 4 times as 
much as our aid to Pakistan because the population of India is about 
4 times as large as Pakistan. 

This year we will be giving one and a half times more to Pakistan 
than we are to India. 

Mr. Bentuiey. That is the military and economic aid combined to 
Pakistan. You are not comparing economic aid as such? 

Mr. Atuten. The economic aid alone is 1 times more to Pakistan 
now than to India. 

Mr. Sevpen. Does that mean we are increasing our aid to Pakistan 
or decreasing our aid to India? 

Mr. Autuen. The actual aid to India this year was $50 million. 
Economic aid to Pakistan this past year was $93 million. Aid to India 
has gone as high as $80 million. It is just what we are suggesting for 
next year. 

Mr. Morano. Will the gentleman yield? 

Mr. Bentuey. Surely. 

Mr. Morano. Could it possibly be that some would prefer not to 
have India cooperate with us, that it might cost us more money? 

Mr. Auten. I wouldn’t say that. I would welcome more coopera- 
tion on the part of Mr. Nehru at any time it might appear. 

Mr. Benruey. I think it is a fair question to ask, though, if the 
relations are as good as all these figures quoted would lead us to believe, 
why is it the attitude of Mr. Nehru toward this Government is so 
different from his attitude toward the Soviet Union and Communist 
China? 

Mr. ALLEN. Well that is a complicated and complex question. 
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Mr. Benttey. | don’t want to take too much of the committee’s 
time. 

Mr. ALLEN. [t involves in some part the personality, I think, of 
Mr. Nehru, himself. Another factor is that there is political vote- 
getting appeal—we have to face it—in a number of countries in defying 
the United States. Politicians know they can get a lot of cheers as 
stout fellows who are defending the new indepe ndence of their country 
by shaking their fist at the United States. They get votes, not so 
much because they condemn the United States policy, but because 
they show themselves as great leaders of an independent country, 
not bound to anybody and not even afraid of the country which gives 
them aid. 

We’ve got to recognize that in many areas of the world, this vote- 
getter appeal, while unfortunate, is true. 

Mr. Bentuey. It is hard to understand why it is more popular to 
attack the United States than it is the Soviet Union. 

Mr. ALLEN. Yes, it is hard for me to understand that, too, Con- 
gressman. 

Mr. Jupp. Will the gentleman yield? 

Chairman RicHarps. Isn’t one reason they have an inferiority 
complex because they have been dominated for a long time by Western 
colonial powers? They associate the United States with the colonial 
powers and they want to impress other peoples with the fact that 
they are no longer dominated? 

Mr. Auuen. | think that is very well put, Mr. Chairman. 

(Discussion off the record.) 

Mr. Bentiey. Has it ever been pointed out to Mr. Nehru that | 
believe it was in the 1939 agreement between the Soviets and the 
Nazis—I think it was the agreement at that time—that India was 
specifically placed within the Soviet sphere of influence? 

Mr. ALLEN. That has been pointed out to Prime Minister Nehru. 
In the famous document that Molotov handed Ribbentrop in No- 
vember 1940, where the Russians stated clearly that the territorial 
aspirations of the Soviet Union lay south of Soviet territory in the 
direction of the Persian Gulf and the Indian Ocean. It has been 
brought prominently to Mr. Nehru’s attention. 

Mr. Bentiey. Thank you. 

I will be glad to yield to Dr. Judd. 

Mr. Jupp. On this question of vote getting, isn’t it instructive that 
some Americans do the same, for example, Bill Thompson, in Chicago, 
thought the sure-fire way for him to get elected mayor twice, only 
25 years or so ago, was to punch King George III, in the snoot every 
morning? 

Mr. ALLEN. Yes, sir. 

Mr. Jupp. It is a human tendency to pick out some foreign country 
and shoot at it as a way of proving one’s own patriotism. It is irri- 
tating and I think Nehru is shortsighted to do it, but I think it is 
understandable for the reason the chairman stated. It is like an 
adolescent boy thumbing his nose at somebody who used to be over 
him. 

Chairman Ricuarps. I think I understand what yo': are talking 
about, Mr. Secretary. There is another thing people don’t under- 
stand about the attitude of India. Why should India lb’ given aid if 
they do not ask forit. I think Mr. Adair asked the othe! day whether 
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India had ever applied for economic aid. Don’t they take the atti- 
tude, “If you want to give it to us, all right, but we are not going to 
ask for it’’? 

Other countries apparently officially request our assistance. Has 
India ever officially requested economic aid and development? 

Mr. ALLEN. That is a question that often comes up and the answer 
to it is clear. Every project of aid to India is based on a proposal by 
the Indian authorities for that particular project. 

Chairman RicuHarps. Do they request American assistance for each 
project? 

Mr. ALLEN. Yes, sir. 

Mr. SeLtpen. Do they request grants instead of loans? 

Mr. ALLEN. Seventy-five percent of the economic aid to India last 
year was on a loan basis. That was the highest loan component of 
any aid program we have. 

Mr. Setpen. Do they request it, though, in grants, rather than in 
loans? 

Mr. Auten. I am informed that an agreement is worked out on the 
total aid program. If the aid is $50 million, as it was in the past year, 
general agreement is worked out that of that total, 75 percent will be 
in loans. And then we work out individual projects and make them 
fit in so that the total adds up at the end to 75 percent as a loan. 

(Discussion off the record.) 

Mr. Aten. I don’t think we ought to make loans unless we have 
the intention that they are going to be repaid in some form or other. 

Mr. SELDEN. I quite agree with you. I wouldn’t think we would 
make them on that basis. 

Mr. Aparr. Mr. Allen, to pursue this matter just a little further, 
regarding the question the chairman just raised, are those requests 
from India in written form, or are they presented informally in con- 
versations with our Ambassador, or other representatives? 

Mr. ALLEN. They are in written form. In the form of proposed 
projects. Then their proposal is examined and negotiated and the 
final agreement is reached. 

Mr. Aparr. When our committee was in Madras last fall, we picked 
up the morning paper which we had no reason to expect would be 
different from any other morning paper, except for the approaching 
visit of the Russians, at that time, and as we read that paper, it 
gave, I think, a shock to every one of us. On page after page there 
would be something snide and unfriendly and unkindly said about us 
I have the paper in my files in my office and take it out and read it 
occasionally. In those same papers, only friendly things were said 
about the Russians. 

Now that is the thing that concerns me. I wonder—and I ask this 
in all fairness and frankness—if we would not be doing the thing which 
we ought to do for our own Government and at the same time doing a 
kindness for the Indian Government, if we took a more firm position. 

We have certain national honor and dignity to uphold, as well as 
the Indians. They are trading upon that now, and they speak 
properly, I think, about their new found nationalism, honor and 
dignity and such things. By the same token, so should we. From 
your own experience, I think, you know that certain firmness with the 
Indian Government has been rewarded, and I wonder if we should 
not have a firmer line with respect to that Government now. 
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I would like to have vour reaction to that general line of thinking. 

Mr. ALLEN. Mr. Adair, you spoke of “one” morning in Madras. 
| spent 2 years in New Delhi. 

Mr. Aparr. Reading the same kind of thing? 

Mr. ALLEN. Reading the same newspaper. It is not a pleasant 
experience, far from it. 

I might take up the chairman’s illustration and say tha: the British 
consul general in Chicago probably lived through some unpleasant 
vears in Chicago. But you make the further point that those news- 
papers were not only critical of the United States but they had only 
pleasant things to say about the Soviet Union, as if to make it even 
harder to take. 

The question of firmness is a pertinent one. Also involved is the 
question of dignity and responsibile action on the part o! the Ameri- 
can Government in its relation to a country like India. [ know it is 
asking a lot in view of constant criticisms of the United States, but 
as far as feasible, I think the United States should conduct its rela- 
tions with India in an adult, dignified manner. We should be as 
understanding as we can of the fact that India is a newly independent 
country which feels a need to show the world that it is independent. 

There are certain things about the United States they find it easy 
and convenient to attack. T hey think we are responsible for the rem- 
nants of colonialism in the area. The newspapers speak a great deal 
about racial problems in the United States, which gives people in 
India a chance to sound off against the United States. 

Firmness? Yes. Firmness with dignity, I would say. | 

Mr. Aparr. Upon this point Dr. Judd referred a few moments ago 
to a situation that some of us recall, the campaign of Bill Thompson 
in Chicago. I think, Dr. Judd, there is a difference. Ja that case 
there was a man running for mayor and here we are comparing it to 
the action of the central government of a great nation, which it seems 
to me is a different thing. 

Mr. Jupp. Yes, but I must say a lot of the stuff that was in that 
Madras newspaper was in the correspondence columns where citizens 
were blowing off as they do here. It was not the action of the gov- 
ernment. 

Mr. Apair. That is true, but the papers of India, I take it, are 
reflecting the attitude of the central government. 

Mr. Jupp. Ours don’t. 

Mr. Aparr..I am concerned about our own national well-being 
with which we in the Congress are charged. If we permit ourselves to 
be shoved and kicked by the Indian Government and then we respond 
by giving assistance, | am by no means convinced we are doing the 
thing we ought to do for our own people and that we are setting an 
example for the world. 

Other nations see this, as has been said so many times #round this 
table and they then might, with logic, say, ‘““That is the way to get 
help from the United States: To kick them and belabor them verbally, 
and then you get the assistance.” 

Mr. Byrp. I wonder if the gentleman might be thinking of Ceylon. 

Mr. Apair. That certainly comes to mind. 

Mr. Auten. I am glad the question of Ceylon has been raised 
because that is also a very pertinent one. 
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We informed the Government of Ceylon last month that we were 
prepared to enter into an economic aid agreement with them. In 
the meantime, elections have been held and a new government is in 
office which has made public statements to the effect that it wants 
to follow a neutralist policy. 

The question arises immediately, should we withdraw the offer that 
was made previously. 

[ do not think so. I want to point out no aid agreement has been 
reached with the Government of Ceylon and will not be reached 
unless there is a mutually agreeable basis upon which it can be reached, 

On the other hand, I should want to avoid very carefully any indi- 

cation that the United States policy toward a given country, X. Y, 
or Z, is a policy toward one partic ‘ular individual in that country. 
After all, Ceylon is still there. The people of Ceylon are the same. 
Ceylon is in the same geographical area, and the same economic and 
strategic considerations that existed before. 

It would seem to me a poor policy for us suddenly to say, ‘‘ Now, 
since you people of Ceylon have elected so and so, we don’t have 
anything to do with you any more.’ 

i think that would be following a 19th century type of policy which 
some western powers followed toward underdeveloped areas. 

Mr. Apatr. Mr. Chairman, if I could make just one or two more 
observations. 

I don’t know that it has been seriously proposed that we withdraw 
our aid from Ceylon, but certainly many people have remarked on 
the fact that in the time when we weren’t giving any aid—in fact, 
under the terms of the Battle Act, we were sort of forcing them in 
the other direction—they were very friendly. And the election that 
followed our discussions about aid certainly went against us. It is 
a little hard, I think, to explain. 

The circumstance Mr. Byrd mentions, the kind of thing that hap- 
pened in Ceylon—that is the thing that deeply concerns me about 
this Indian situation. Whether we are not harming ourselves and 
harming the cause of world peace if in the face of their attitude toward 
us, we continue to say in effect, ‘Well, regardless of what you say to 
us and what you do to us, it makes no difference. We are still going 
to take it and respond with assistance.”’ 

I am afraid it is a fundamentally dangerous thing. 

Mr. ALLEN. Let me say here something I had in mind to mention 
to start with, that our Ambassador to India, Mr. John Sherman 
Cooper, has left New Delhi and he will arrive in Washington on May 2 
He is expected on that date. He has indicated a hope that he will 
be given the privilege of coming and speaking to this committee on 
this very subject. 

Chairman RicHarps. I am sure the Secretary is right. He has 
told us that he wants to come. Iam sure the committee agrees with 
me that we will want to hear him. I will extend an invitation to him 
to appear. 

Now you have been talking about the press in free countries. 
Sometimes we don’t fully realize that what we complain about in 
India is the product of democratic institutions. As a matter of fact, 
a lot of people in foreign countries don’t understand what happens in 
this country as a result of reading what is said in the papers. 
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Here is what Admiral Radford said in testimony before this com- 
mittee the other day. In talking about the general confusion in the 
world he said: 

The other thing that contributes to this misunderstanding between us in the 
free world, in my opinion, is the picture of confusion that is presented to the rest 
of the world by the free press of the United States. 

Certainly I wouldn’t advocate a controlled press, but I do say the democratic 
system, as reported by our press and transmitted around the world, unfortunately 
presents to many people in foreign countries a picture of confusion in the United 
States, 

I might say the situation created in other countries may be a 
product of our free system. You can call it one of its strengths and 
one of its weaknesses. 

Mr. Jupp. Several of us here attended last night a dinner given by 
the Cooperative League of the United States, and a distinguished 
guest was one of the top leaders of the cooperatives in Europe, head 
of the co-ops in Switzerland. He has just come to this country, has 
spent a couple of days with Time and Life and various other big 
concerns. Yet he said the thing that impressed him most in Americ: 
was not our big enterprises, but the friendly attitude of the ordinary 
American people. 

He didn’t see any of the things he was led to believe were rampant 
here, such as a McCarthy threat to our freedom and so on. He came 
over thinking we were on the verge of being a police state. The 
press had given him that impression and he was a very intelligent 
fellow. 

Chairman Ricuarps. I was impressed with what Billy Graham 
said. I didn’t get this impression when I went to India. I wasn’t 
there long enough. As the Secretary knows, I didn’t get out among 
the people and didn’t get to talk to them enough. Billy Graham 
said that the people of India were more friendly to the United States 
than any other people he had visited. 

Mr. Auuen. I have in my hand, Mr. Chairman, a booklet put out 
by the Government of India called —— al Assistance, dealing with 
assistance from the United States. The Government of India puts 
out a great deal of literature on the aid programs in which the United 
States is cooperating. So far as the amount of publicity on American 
aid to India is concerned, I would like to say, that there is no problem. 
American aid is known to the Indian people. They know it far and 
wide. It is such a frequently debated question in politics and in the 
press that they hear about it on all sides and in every forum, so they 
know it. There is no question about that. 

Chairman Ricwarps. Mrs. Bolton. 

Mrs. Botron. I have one or two other questions. Do you think 
there is any possibility of developing regional programs in the Near 
Kast? 

Mr. Auten. I do, Mrs. Bolton. There are several very good pro- 
grams that can be developed. The conspicuous ones most! y concern 
water development. The proper use of water in the Midcle East is 
the greatest thing that can be done to improve the economic situation 
in the area. The Tigris and Euphrates Rivers involve the Govern- 
ments of Turkey, Syria, Iraq, and Lran, and the famous Jordan River 
development scheme involves Lebanon, Syria, Jordan, and Israel. 
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The Nile River scheme involves Egypt, the Sudan, and very promi- 
nently Ethiopia. 

Mrs. Botton. Is there a possibility of its happening? 

Mr. Auuen. I think there is. The Jordan River scheme is the one 
I would most heartily like to see developed. You know the difficulties 
that face that one. There is good work going on in Iraq already, on 
the Tigris and Euphrates. That work can be expanded. 

Communications is another great field in which this area can be 
developed. 

Mrs. Bouton. Do vou see any possibility of it? 

Mr. Auuen. I think very definitely, ves. We have a request for 
$100 million in this coming year. If we have the funds, the programs 
are there to be developed, many of them in noncontroversial areas. 
It is a question of having the funds. 

Mrs. Botton. Have the Israelis changed their mind about the dam 
project? Are they going to go forward with the plan, quite regardless 
of the attitude of the Arabs? 

Mr. Auuen. The Israeli Government? 

Mrs. Bouton. Yes. 

Mr. ALLEN. The plan to cut the Jordan River at Banat Jacov, do 
you mean? 

Mrs. Bouton. Yes. 

Mr. Auuen. The Israeli Government takes the position that it has 
the technical right to cut that canal because they gave notice last 
September they would wait a reasonable time for the Johnston plan 
to be accepted. As of March 1 this year, I believe, they maintained 
they had the right, but we have no indication as of the moment that 
they are going to take unilateral action to cut the river. 

Mrs. Botton. Have you had any indication as to what the Soviet 
principles are of wanting peace in the Near East? Do they want a 
return from the U. N. of the frontiers? 

Mr. Auuen. I see that one American correspondent, writing from 
Cairo this morning, speculates that it will be the Soviet plan to 
suggest that Israel be forced to draw back to the frontiers as provided 
in the United Nations resolution of 1947. It should be noted that 
one of the conspicuous things in the Soviet statement was a strong 
complaint against the Baghdad pact. I think we ought not to over- 
look that fact. Whenever the Soviets have had a chance to take up 
the matter, they have worked very hard against the Baghdad pact. 
We should recognize that as a chief Soviet aim. 

Mrs. Boiron. Mr. Chairman, I have other questions I will be glad 
to put on paper and have the Department answer for the committee. 
I don’t want to delay things. 

Chairman Ricuarps. We brought the witness back here this 
morning with the understanding that we would finish with him in 30 
minutes. If he can stay, it is fine. He does have another engage- 
ment. 

Mr. Auten. Mr. Chairman, this hearing is the most important 
thing that I have to do. 

Chairman Ricuarps. Suppose you go ahead with your questions, 
then. 

Mrs. Botton. I will let the others proceed with their questions. 

Chairman Ricuarps. Mrs. Church. 
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Mrs. Cuurcn. Mr. Allen, I will try to make it very brief. I have 
one observation that I cannot fail to make, but I will not elaborate on 
it. I am not nearly so concerned as others about whether or not we 
should cut off aid to India to show our just indignation, but I do 
think that it is very important for our sake and for theirs, to make 
the people of India perfectly sure that we are a country that too has 
creat self-respect. 

When I was dealing with the Indian women whom it was my priv- 
ilege to meet, I found that after there had been a show of firmness 
on my part, we got down to brass tacks and mutual self-respect. | 
do not think that it is wise to threaten India with curtailment of aid, 
but I would like to see us take a stronger stand. 

Having made that observation, I would jump over, if I may, to 
Israel. 

When we were writing up our subcommittee report, there was some 
discussion of the internationalization of Jerusalem. I know our 
United States position on that matter, but how important an issue 
is it to the United States? 

Mr. ALLEN. The principal problems between the Arab States and 
Israel at the present moment are first and the most serious, I think, 
is the question of agreed boundaries. A close second is the settlement 
of refugees. Many people think the refugee question ought to be put 
first. 

A third question is the status of Jerusalem. 

Many schemes have been put forward by various people for the 
internationalization of Jerusalem, or at least of the holy places. 
There are suggestions for an international commission w hich would 
have supervisory jurisdiction over access to the actual holy places 
themselves, without trying to exercise sovereignty over the territory. 
That is a possible solution. 

The point of view of the United States administration is that while 
we should not have too inflexible and fixed a position on this, we should 
always recognize Jerusalem as a city which encompasses places holy 
to three great religions, and that none of those should be overlooked. 

Mrs. Cuurcu. If it came to a question of sitting down at a confer- 
ence table, where we could get agreements on the boundaries and on 
the refugees—which seems to be almost a vain hope—would there be 
any question of negotiating on the basis of Jerusalem or would we 
insist on nationalization as something not only desirable, but upon 
which we should be adamant? 

Mr. Auuen. I think that is by far the easiest of the three questions 
to solve and I believe we could find a solution perfectly acceptable 
to both the Israelis and the Arabs on that point. 

Mrs. Cuurcnu. In other words, you would not put predominant 
emphasis upon that as an issue between us? 

Mr. ALLEN. I would not because I don’t think it is one that is so 
difficult to solve. We are much closer together on it. 

Chairman RicHarps. Would the gentlewoman yield there? 

Mrs. Cuurcu. Yes. 

Chairman RicHarps. Doesn’t the very fact that Israel established 
a government that is seated in Jerusalem in utter disregard of the 
findings of the United Nations and the admonitions of the United 
Nations, indicate that it would be a very hard problem to solve? 
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Mr. AuLeNn. It would if you approached the problem, sir, from the 
point of view of territorial sovereignty. I had in mind an approach 
from the point of view of some international commission which would 
be on the spot and see to it that people of all religions had free access 
to their respective holy places. That, I don’t believe, would be too 
difficult. 

Chairman RicHarps. You wanted to ask something on this point? 

Mr. Sevpen. Mr. Allen, I would like to return for just a moment, 
if you don’t mind, to the discussion we were having on the loans and 
grants that are being made to India. The chairman asked you a 
question on this subject and you gave us some good information. 
However, I would like to pursue the subject a little further. 

Were the grants that have been made to India made as a 
result of the Indian Government’s requests for grants, or have they 
been made at the suggestion of our State Department? 

(Discussion off the record.) 

Mr. Setpen. That is what I wanted to know. 

Mr. ALLEN. That is our experience. 

Mr. SeLtpen. That is information we have been attempting to secure 
for the committee for a good while. 

Chairman Ricuarps. Dr. Judd. 

Mr. Jupp. May I ask, Mr. Secretary, how vou interpret this Soviet 
statement that you spoke about earlier, that it desires peace, in the 
Middle East? Do you interpret that as being a slick effort to get in 
a position where it will have the top hand in the Middle East negotia- 
tions? It can pose before the world as the country which is bringing 
peace by holding back the Arabs. Then it can use that very restraint 
as blackmail over all of us. The Soviets can say, “If you don’t give 
in on this and that point, we will let the Arabs loose again and war 
might result. You don’t want war, do you?” In the meantime, they 

can build the Arabs up until they are perhaps strong enough to win. 

re could be the same technique they have used elsewhere especially 
in the Far East, getting us or our allies to yield on point after point 
“to avoid general war.”” I never believed we could possibly get them 
into war as long as we had atomic superiority. 

They didn’t ‘have the bomb and we could have wiped them out. 
While they were in that position, they wanted to talk peace. When 
stronger, they are tougher. 

Mr. Aten. I think that is plausible and may be the dominant 
factor. 

At the same time, I suppose a good many considerations went into 
making up the Soviet mind on this point. 

(Discussion off the record.) 

Mr. Jupp. They apparently kicked that in the teeth the other night 
when they refused even to take a list of the imprisoned social demo- 
crats in East Europe whom they might help. 

Mr. ALLEN. Yes. 

Mr. Jupp. The next question I would like to ask is this, there are 
people in England who fear that possibly all of North Africa may be 
lost in the not too distant future, and who strongly feel if we are 
going to save the uranium deposits and have a base in Africa, the 
best place to build up is Rhodesia. They say its setup is such that 
it could be made a tremendously strong bastion, shall I call it. These 
are responsible people who do not say so publicly but thev are worried 
about it. 
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Your office would be cognizant of it. What is your estimate of that 
story? ; 
Mr. ALLEN. On the question whether all north Africa is going to 
be lost or not, I take a different point of view from that vou say bas 

been expressed in London. 

Mr. Jupp. They don’t intend to lose it but they say, ‘“This situa- 
tion is so precarious, it could blow up, we have to have a second line 
of defense. Plan it now. Don’t wait and plan it then.” 

Mr. Auuen. I think we can take quite the opposite point of view, 
‘Mr. Judd—that independence for Morocco and Tunis and whatever 
future there may be in Algeria may be gaining that area for us instead 
of losing it. 

In other words, we have an excellent opportunity, in our relations 
with Morocco particularly, to establish a basis for very warm and 
friendly relations between the United States and Moroeco. Morocco 
isan Atlantic power. It looks toward the Atlantic. It doesn’t want 
to become too closely involved in all the complications of the Middle 
Kast. 

If we show a friendly disposition toward Morocco, we may have a 
better situation there than we have ever had, instead of losing it. 
That is rather the point of view I am taking. 

Mr. Jupp. I hope so and I am not predicting or resigned, by any 
manner of means, to the loss of the Middle East and North Africa, 
but I am wondering whether there is any thought in our Government 
toward developing a second line of defense in Africa now just in case 
things go wrong. They do sometimes go wrong in international rela- 
tions just as they do in war. 

Mr. AuuEN. I will say we are very anxious to develop closer rela- 
tions and a cooperative program in Rhodesia. I myself am planning 
to go next month on a trip to Africa and Rhodesia will be one of the 
important places that I shall visit. 

We have had recently the visit to the United States of the Prime 
Minister of Southern Rhodesia and a few weeks later the Deputy 
Prime Minister of the Central African Federation. The relation- 
ships between the United States and that area are growing fast and 
we shall do everything we possibly can to increase that tempo. 

Mr. Jupp. Now, may I say a word about the Ceylon situation. 

The suggestion has been made by some of my colleagues here at 
the table that Ceylon voted against the West because the people 
thought they would get more from us if the ‘v were neutral instead of 
friendly and that therefore, we should be tougher with them. I 
interpret it the opposite way. We did follow the advice that some 
are always giving with respect to countries that are not wholly on 
our side. When Ceylon traded with Communist China, we said, 

“Nuts, we won’t give you any help.”’ Just as it is suggested we do 
with India. And I think we lost the election because of our cutting 
off aid. 

To me Ceylon is a perfect illustration of what not to do. We 
take a similar so-called tough line with India, maintain our self- 
respect, and so forth, tell them that if they are neutral or trade at all 
with Communist China, we won’t have anything to do with them, 
then we will lose India too at the next election. I don’t think that is 
a very good course to follow. Ceylon’s shift is a good object lesson. 

Chairman Ricuarps. Mr. Byrd. 
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Mr. Byrp. Mr. Chairman, I want to refer to~a statement that 
‘recently appeared in the International Peasant Union containing the 
words Mr. Nehru spoke when Messrs. Khrushchev and Bulganin were 
preparing to depart. 


In bidding the Soviet leaders farewell, Nehru declared with a note of emotion in 
his voice, ‘‘An entire generation will remember your visit. Please come back. 
We will expectantly await you.” 

As I recall, our subcommittee was detained an hour in the station at 
New Delhi waiting for clearance last fall. I was asked three times 
what was in my bags. Yet, I recall, too, that every preparation was 
being made for the forthcoming visit of the two buffoons from Russia. 
The streets were being scrubbed, and the children were being indoc- 
trinated and taught how they should weleome Khrushchev and 
Bulganin. 

Mr. Nehru didn’t seem to be overly happy to see us when we paid him 
a visit. I don’t recall his having said that coming generations might 
remember us, or that he expectantly awaited our return. 

Mr. Chairman, I can’t say in defense of India that it is a newly) 
independent country. J cannot say in defense of India that America 
has not too strongly taken the side of anticolonialism, because there 
are other newly independent countries that have been just as opposed 
to colonialism as is India, yet they have not sought to abuse the 
United States as Nehru has so often done. Newly won independence 
is no excuse for Mr. Nehru. 

I am like Mr. Adair in believing that we are just asking for trouble 
as long as we continue to tolerate the railing denunciations flung in 
our teeth by Mr. Nehru. I think one can sometimes exhibit just a 
little bit too much tolerance. 

Ceylon is an example of what will happen as long as we are content 
to give aid to Mr. Nehru and take his invective with tolerance and 
patience. Other countries are going to follow in the wake of creeping 
neutralism. 

I don’t take the attitude of opposing aid to India purely because of 
my unhappiness at some of the things Mr. Nehru says. Certainly, 
I am embittered toward him, but for us to continue to display tolerance 
and patience and, at the same time, give and give and give just 
encourages other countries to follow the pattern of India. Certainly, 
as long as he can talk about the United States and appear to the 
Russians to be so big and bold—and to the other people of the world, 
too—he will continue to do it. 

Mr. Chairman, I am wondering about the items in the 1957 fiscal 
budget for India. What are the categories? Is it all technical 
assistance or what is it? 

Chairman Ricuarps. Mr. Dorsey will answer that right now. 


STATEMENT OF STEPHEN P. DORSEY, ACTING REGIONAL 
DIRECTOR FOR NEAR EASTERN OPERATIONS, ICA 


Mr. Dorsry. We have two items. One for $70 million for devel- 
opment assistance and an amount of $10 million for technical coop- 
eration. The development assistance—if you will turn to page 
45—— 

Mr. Byrp. Which book? 

Mr. Dorsey. That is No. 3, I think. 
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Chairman Ricnarps. Mr. Allen, we will excuse you. 

Mr. ALLEN. Thank you very much. 

Mr. Dorsry. It is made up of food and agricultural imports of 
which the majority, some 20 millions is in the form of bread grains, 
some cotton and dairy fats. The industrial imports are in semi- 
finished steel, some machinery and vehicles, and a miscellaneous 
item which includes some DDT. I can’t give you more detail on 
that. 

The program is largely in the form of commodities which will be 
sold for local currency in India, to be used for the development of 
the basic services of which I spoke yesterday, as part of a program 
that will support their second 5-year plan. 

a Mr. Byrv. Now, I am interested, Mr. Chairman, in the compara- 
tive figures for Pakistan. I know they are here, too, but I need 
little assistance. 

(Discussion off the record.) 

Mr. Byrp. Of course, we have no defense support for India to use 
as a comparable figure. 

Mr. Dorsey. Hardly. 

Mr. Byrp. You mentioned $70 million for developmental assistance 
and $10 million for technical cooperation, is that right? 

Mr. Dorsry. That is correct, sit 

Mr. Byrp. What are the comparative figures for Pakistan? You 
mentioned $9 million for technical cooperation. 

Mr. Dorsry. That is right. 

Mr. Byrp. And what else for Pakistan that would compare? Do 
we have something for developmental assistance there? 

Mr. Dorsry. The de ‘fense support is comparable in this case to the 
development assistance in India. It is going to be used for economic 
development purposes which will support not only Pakistan’s general 
economy, but in addition strengthen the country, which has had very 
great drains placed on it by its support of a military program. 

Mr. Byrp. Mr. Chairman, I can’t reconcile this with the previous 
statement by Mr. Allen that we are giving India only one and a half 
times as much as we are providing for Pakistan, or maybe it was vice 
versa. 

Chairman RicuHarps. | believe he said India, one and a half as 
much as Pakistan. 

(Discussion off the record.) 

Mr. Byrp. That was when he was talking about two and a half 
times as much. He first said two and a half times as much. It had 
been four times as much in the past and he said this time it was going 
to be two and a half times as much. 

Mr. Dorsey. Defense support this year is one and a half times 
economic development in India. In other words, it is 90 against 70. 

Mr. Byrp. 90 million for Pakistan as against 50 for India? 

Mr. Dorsey. As against 70 for India. 

Mr. Byrp. Where do we get one and a half times? 

Mr. Dorsey. I am sorry, sir. I was talking about 1957. Mr. 
Allen spoke of 1956 fiscal year in which we had $93 million to be exact 
for Pakistan, versus $50 million for India. If you will look in the 
second column on page 39, you will see there $50 million for develop- 
ment assistance in fiscal year 1956. 

Mr. Byrp. I am interested in 1957. 
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Mr. Dorsey. I think Mr. Allen was speaking of this year, 1956. 

Mr. Byrn. He was not speaking of 1957? 

Mr. Dorsry. That is correct. 

Mr. Byrp. What would be the comparison with 1957? 

(Discussion off the record.) 

Mr. Byrp. Those figures are somewhat deceiving because you are 
talking about defense support in one and you are talking about 
developmental assistance in another, are you not? 

Now, what percentage of this did you say is going to be loans and 
what percentage is going to be grants? 

Mr. Dorsry. We haven’t a breakdown on loans for India next 
year, but Mr. Allen expressed his desire certainly to keep it at 75 
percent, or more, if possible. 

Chairman Ricuarps. I believe he said 70 percent last year. 

Mr. Byrp. Mr. Chairman, I wonder, without taking the further 
time of the committee, if I might be supplied with a breakdown of 
what we have given to India in the last 3 years—I am looking back to 
fiscal year 1955, 1956, and the coming year of 1957. 

Chairman RicHarps. Will you get that breakdown on India for the 
last 3 years. 

Mr. Dorsey. I will be very glad to. 

Mr. Byrp. And the comparable figures concerning Pakistan. 

Mr. Dorsey. I will be glad to. 

Chairman Ricuarps. We have the basic figures in the record, but 
he will get you the breakdown. 

Mr. Byrp. Would it be asking too much to see some of the letters 
of requests from Indian officials? 

Mr. Chairman, we are going to have a sufficiently hard time with 
this thing on the floor. 1, for one, am against it. May I have that 
material? 

Mr. Dorsey. I will be glad to furnish it to the committee in a 
separate memorandum since some of the material is available only in 
New Delhi. 

Chairman RicHarps. You asked if he could be supplied with some 
samples of the documents requesting this aid. 

Mr. Byrp. Yes, and I would like to have more information con- 
cerning the amounts, the percentage of the aid that has been going 
by grants, the percentage by loans. I would like to have the docu- 
mentation concerning the requests that have been made to our Govern- 
ment by the Indian Government. 

Mr. Dorsey. We will furnish that, Mr. Chairman. 

Mrs. Cuurcu. You are speaking of the relative quantity and 
quality of our gifts to a friendly nation as against a neutralist nation. 

I would like very respectfully to put something in the record of 
this morning’s meeting. It is impossible to travel around the world 
with Walter Judd without learning a great deal and one thing that I 
appreciated very definitely and conclusively was his frequent state- 
ment that neutral and even friendly nations had decided that it was 
not so bad to be neutral on two counts: (1) That it was certainly safer 
to remain neutral; and (2) that it was more profitable to remain neutral 
and get aid from both sides. 

When the record is read on Ceylon, Dr. Judd, I wondered if we 
should not consider whether Ceylon is learning that lesson, too, by 
looking at India. 
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Mr. Jupp. No, I think it is the other way around. I have made the 
statement you reported many times. U nquestionably those countries 
have been led by some of our policies to believe it may be safer and 
more profitable to be neutral and I think our policies have been mis- 
taken in allowing that impression to gain credence. I thought we 
should help Ceylon when she took our side at Bandung even though 
she was shipping rubber to China. I think Ceylon is a case that 
proves it isn’t always wise to be tough with neutrals. 

Mrs. Cuurcn. In talking the other night with the Ambassador of 
a neighboring country, he made the statement that he felt it was the 
influence of India that had mainly caused the reaction in Ceylon. 
He also went on to state that he wished our American press could be 
made to understand that every time we mentioned Diem in South 
Vietnam as the ‘“American-backed prime minister,’’ we were causing 
trouble for him. 

Mr. Jupp. Ceylon is another case of too little and too late. 

(Discussion off the record.) 

Mr. Jupp. We didn’t give any such evidence. The fact was, our 
Government couldn’t do so, because the law we had written wouldn’t 
let it. 

Mrs. CuurcwH. Were the people of Ceylon alerted to the fact that 
we had said we would relax the Battle Act and that aid would be 
forthcoming? 

Mr. Dorsey. No. 

Mrs. CuurcnH. That had never been told at all, in time to influence 
the election. 


STATEMENT OF WADE LATHRAM, POLITICO-ECONOMIC ADVISER, 
NEAR EASTERN, SOUTH ASIAN AND AFRICAN AFFAIRS, DE- 
PARTMENT OF STATE 


Mr. Laturam. There was a newspaper story to that effect, but 
there was no official announcement by the United States Government 
at that time, or prior to the election. The Ceylonese Government 
had not agreed to the aid program. 

(Discussion off the record.) 

Mrs. Cuurcu. Was that choice of timing made by the Ceylonese 
Government or by us? 

Mr. Laruram. It was made by them. 

Mr. Jupp. If the aid were to be given the night before the election, 
it would be too obvious. That is why last year the Ambassador 
wanted us to give aid then in time to show that it pays to stand with 
the United States. Our subcommittee tried to help by paying a 
visit to Ceylon to show our interest and concern. 

I think the whole episode tends to prove that people out there tend 
to think they can do better by being neutral, because of the fact 
that we didn’t stand by the Ceylonese who were stanchly on our 
side, just because they also had the rubber deal with Red China. 

Mr. Dorsey. I want to make one very brief statement, Mr. 
Chairman, and that is that I think it is significant that the population 
of India is some 4% times that of Pakistan, and therefore the ratio of 
aid on a per capita basis is very much higher to Pakistan. 

Chairman Ricuarps. I want to call another witness, please. 

Thank you, gentlemen. 

Mr. Tracy Voorhees. Will you have a seat, sir 
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Mr. Voorhees, you are a consultant to the Department of Defense, is 
that right? 


STATEMENT OF- HON. TRACY S. VOORHEES, CONSULTANT TO 
THE SECRETARY OF DEFENSE 


Mr. Vooruess. | appear today as a consultant to the Secretary of 
Defense. Previously I served as Defense Adviser to the United States 
Mission to NATO, and prior to that as Under Secretary of the Army. 

The addition of the military inventive capability of Western 
Europe to that of the United States, in order to continue to outpace 
the Russians in the development of new defensive weapons, is now 
possible through the mutual weapons development program, which is 
part of our United States military assistance to our allies. This is 
an immediate method of offsetting the accelerated development of 
military scientists and engineers by Russia. 

This weapons dev elopment program began in 1953 when the United 
States started to assist six European nations in speeding up for 
NATO use their own promising developments of new nonnuclear 
weapons. 

Il was greatly mterested in the recent statement of your fellow 
member, Congressman Thurmond Chatham, to your committee in 
which he described—from his own war experience—the great extent 
to which scieatists of European nations had been responsible for the 
invention of so many of the new weapons which turned the tide in 
favor of the West in World War II. Responsible United States mili- 
tary scientists today believe that the aggregate military inventive 
potential of the European NATO nations, including England and 
now Germany, at least equals that of the United States. 

An intergovernmental arrangement is now in process between the 
United States and Germany for the extension of the mutual weapons 
development program to Germany under arrangements by which 
German military science so supported will be working on a mutual 
basis with other NATO countries to develop new weapons for NATO. 
A distinguished group of United States scientists and military research 
and development personnel is to leave within the next 2 weeks for 
Germany for further discussions with the Germans as to this work. 

There are many highly promising weapons now under development 
under our mutual weapons program. Most of these can be described 
only in executive session. But among those concerning which military 
security permits public discussion are the development of a new light 
fighter-bomber, and pilot projects for tropospheric-scatter and iono- 
spheric-scatter communications systems. 

Work on the light fighter was started pursuant to a requirement 
given to us 2 years ago by Gen. Lauris Norstad, recently named to 
succeed Gen. Alfred M. Gruenther as Supreme Allied Commander for 
Europe. His requirement was for a small plane which could take off 
from a cow pasture [security deletion] which could land almost any- 
where and so be easily dispersed for protection against atomic attack 
on the ground; and which would cost only a small fraction of the 
prices of the much larger United States fighter-bombers. Three 
types of this light fighter, now being developed in France and Italy, 
will be flying within the next few months. All of them will be 
powered by a new jet engine which the British are developing, also 
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under our mutual weapons program. This fighter is one phase of 
our effort to assist the Europeans in creating, to meet their special 
needs, their own weapons, which they can manufacture themselves 
and so decrease their dependence on continuing United States military 
aid. 

The scatter communications systems—pilot projects for which, also 
being financed under the program, are now under construction—will, 
when the entire system is completed, give a militarily secure, relatively 
jam-proof, communications system extending from northern Norway 
through all the European capitals to eastern Turkey. This communi- 
cations system is not only for air defense, but will also serve as an 
instrument of command for SHAPE. 

The plan for this communications system was worked out by the 
SHAPE Air Defense Technical Center at The Hague, which was 
itself also created and financed as a part of the mutual weapons 
development program, and is now directing the carrying out of the 
pilot communications projects above mentioned. 

Negotiations are also now under way for the extension of the mutual 
weapons development program to Japan. 

The facilities assistance program—also a part of United States 
military assistance—was launched in 1953 to bring the European 
production capacity for chemical components of ammunition into 
balance with Europe’s much greater production capacity for metal 
components. 

This, like the mutual weapons development program, is being done 
under agreements through which the European nations share the cost 
with the United States. This program is also now assisting on a 
mutual basis in the creation of facilities by which the European NATO 
nations can themselves maintain the large amounts of weapons which 
the United States has furnished them as part of its military assistance. 

I will try to sketch this very rapidly and will supplement it with 
more complete figures for the record. making as many of those unclassi- 
fied as possible. 

It is a privilege for me to appear again before this committee. I 
have had the opportunity of doing so before, 2 years ago, in regard to 
these 2 programs, the mutual weapons development program and 
the facilities assistance program, and I previously had the opportunity, 
with the present chairman’s permission, to appear when I was Vice 
President of the Committee on the Present Danger. 

Chairman Ricwarps. I recall you were very helpful then. 

Mr. Voorneszs. Thank you, sir. 

Chairman Ricuarps. How much money is in these programs you 
are talking about today, a half billion dollars? 

Mr. VoorHEEs. The mutual weapons development program pro- 
posed is $58 million for next year and the facilities assistance program, 
$35 million. 

Chairman RicHarps. I was confusing that with the new weapons 
item. 

Mr. VoorHeEss. This is related to the advanced or new weapons 
which you have heard a great deal of testimony about, undoubtedly. 

Chairman Ricuarps. But the subject you are talking about does 
not include the half billion dollar program for new weapons? 

Mr. Vooruess. This is an entirely separate program. The purpose 
of this is to assist Europeans in the development of their own weapons 
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for the future. In other words, this is not production of weapons in 
quantitites, or purchase of weapons, but is the development of weapons. 

These two programs are matters of special interest to me. I had 
a hand in the starting of them 2% years ago when I was for more than 
a year defense adviser to our mission in NATO, and Director of 
Off-shore Procurement. After that time I came back and spent most 
of my time as what I believe is called a WOC consultant to the 
Secretary of Defense on these matters. 

Chairman Ricuarps. If you are available tomorrow, I think it 
would be better to have you continue then. We will have rollcalls 
from now on today, and I believe it will interfere with your presenta- 
tion. 

Mr. Vooruess. I will be happy to return. 

Chairman Ricnarps. The committee will adjourn until 10:30 in the 
morning. 

(Whereupon, at 12:10 p. m., the committee adjourned to reconvene 
at 10:30 a. m., Thursday, April 26, 1956.) 
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THURSDAY, APRIL 26, 1956 


House or REPRESENTATIVES, 
CoMMITTEE ON ForEIGN AFFAIRS, 
Washington, D. C. 

The committee met, pursuant to call, in room G-—3, United States 
Capitol, at 10:55 a. m., Hon. James P. Richards (chairman) presiding. 

Chairman Ricuarps. The committee will come to order, please. 
We will continue hearings on the bill, ““To amend the Mutual Security 
Act,” H. R. 10082. 

Mr. Voorhees, will you come forward, sir? 

You had just begun your testimony yesterday and we had to recess. 
Will you please, for the benefit of the record, identify yourself even 
though we know you. You have been here before, and we are glad 
to have you back again. 


STATEMENT OF HON. TRACY S. VOORHEES, CONSULTANT TO THE 
SECRETARY OF DEFENSE 


Mr. VoorHness. My name is Tracy 8S. Voorhees. I am a consultant 
to the Secretary of Defense, working in connection with the military- 
assistance program. I am a WOC consultant. 

Two or three years ago I was defense adviser to our mission to 
NATO and Director of Offshore Procurement. I had a hand in 
starting the two programs which are the subject of my testimony 
today. These are the mutual weapons development program and 
the facilities assistance program. 

Pursuant to the chairman’s suggestion at the close of the hearing 
yesterday, let me differentiate between the mutual weapons develop- 
ment program and the subject of advanced weapons about which 
testimony has already been given but which is not the subject of my 
testimony today. 

Chairman Ricuarps. Off the record. 

(Discussion off the record.) 

Mr. Voorness. The mutual weapons development program is @ 
research and development program. It is not for the mass purchase 
or production of existing weapons, but for the development of new 
weapons. The order of magnitude of it is the amount that is being 
suggested here for next year, $58 million. 

The advanced weapons program for purchase of mass quantities of 
new United States weapons is some, $532 million, and that has no 
relationship with the mutual weapons development program. The 
former program is for the purchase of weapons which have already 
been developed in the United States, and which are ready for mass 
production and use by our allies. 
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The mutual weapons development program has as a general pur- 
pose, if I may state it broadly, the addition of the European remarkable 
manny or potential for military invention, to that of the United 

tates. 

I was very much interested in reading an excerpt from the com- 
mittee’s record consisting of a statement made by your fellow Member, 
Congressman Thurmond Chatham, in which from his own wartime 
experience he told of the large number of weapons which had helped 
win World War II, the key inventions made in Europe. It is a very 
striking situation. 

That potential capability still exists there. Many of these people 
are something like a surgeon who has been a very great surgeon but 
hasn’t been in the operating room for 10 years. New techniques have 
been developed and his hand isn’t as good as it used to be. But with 
the information as to the new techniques and so forth, and with the 
technical assistance that can be given to him, he can again become one 
of the great surgeons of the world. That is the situation with much 
of the European and Japanese military inventive capability today. 

When Chairman Strauss of the Atomic Energy Commission talked 
last fall about the fact that the Russians were outpacing us in the 
education of engineers and scientists, I thought of this program. 
This program can, by adding the European inventive capability to 
that of the United States, do something immediate and very imagina- 
tive, to offset that situation. 

Responsible military scientists who have looked into this matter for 
us tell me that in the aggregate the inventive capability of Western 
Europe, now including Germany, as well as the United Kingdom, is at 
least equal to that of the United States. It is tremendously important 
if we are to keep ahead of the Russians, that we utilize this ability, 
that the research among the different nations is coordinated—so that 
each isn’t separately wasting time and money in its own separate 
struggle with the problem, but where the research is coordinated so 
that all are working for one common purpose—and that this work is 
coordinated with what we are doing in the United States. 

Extensive surveys have been made as to this European inventive 
capability within the past few months, at our request, and as to how to 
proceed to mobilize it more effectively. Only in the United Kingdom 
are the capabilities of the military scientist being reasonably fully 
ee 

(Discussion off the record.) 

Mr. Vooruesrs. I will go back now to the fall of 1953. The Congress 
had appropriated $50 million for advanced weapons. After studying 
the use of this, we decided that the most effective utilization would 
be to put it into research and development in Europe. At that time, 
and in my position in Paris as Director of Offshore Procurement and 
defense adviser to our mission to NATO, I was very fortunate in 
being able to obtain the services of Maj. Gen. Ward Maris, who is 
sitting right here today, who had retired a few months before from 
the Army and who had been in charge of the research and development 
for our own Army for the last 3 years before his retirement. 

General Maris was the man aks took hold of this thing and really 


made the program, under the direction of Don Quarles, now Secretary 
for the Air Force, who was then the Assistant Secretary of Defense 
for Research and Development. He gave the guidance and direction 
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from here. A team was organized of research and development 
military personnel from the 3 armed services, and General Maris 
and the team went to 6 European nations and asked them to disclose 
to us, for us to consider whether we would assist in financing, promising 
research and development projects that they had underway. 

On that basis, very frank disclosures were made of projects of 
extraordinary interest. Under the law that year the President 
personally had to approve the projects recommended for support 
and most of the recommendations were approved by the President. 
There were some thirty-odd, 33, as I oak different projects that 
were approved. 

Stated in simple language, we in the United States assisted research 
and development projects that these nations already had underway 
and on which they had spent a good deal of money. We did so where 
we felt that by some subsidization of them we could accelerate the 
development as well as obtain an agreement that they would be avail- 
able for NATO 

The program was continued in 1955 in the same way. In total, in 
1954, 1955, and 1956, so far, the United States has obligated about 
$65 million for this purpose. The countries contributed to these 
developments before the time that we invested in them about $52 
million, and since that time about $48 million. So this is truly a 
mutual program. It is not just a give-away with the United States 
doing the whole thing. 

Each agreement, as I say, includes as a byproduct the full right of 
the United States for information and the use by our Armed Forces 
of any product resulting from this work. 

At the same time we attempted to get requirements from SHAPE 
as to the military characteristics of weapons they felt they might need 
in the future. W e got some help in that but not as much as we had 
hoped for. We are still pursuing that. 

Let me illustrate the work under this program by taking at random 
a few of the things that we found in that first year (1953-54) and which 
are now nearing completion of the research and development stage. 

The Europeans had finally standardized an antiaircraft gun for 
low flying planes, the L-70, firing 40-millimeter ammunition. 

Previously each of the countries had its own weapons. There was 
no standardization. But even when they achieved a standard gun, 
they had no standardized fire-control system. General Maris and his 
team found that there were four different nations struggling with the 
development of separate fire-control systems. The British and 
French had promising developments. We financed, to some extent, 
both of them, and both of them have turned out very well. 

(Discussion off the record.) 

Mr. Vooruess. In any case, what has been caedasiiiiibiis here is a 
coordination of the European effort, a centering on the best that they 
could do there, and now the results are bei ing demonstrated this 
spring for all of the countries. 

(Discussion off the rec ord.) 

Mr. Vooruesrs. There is great mutual advantage in having the 
British and French working in close interchange w ith us in projects 
like these. They may come up with things even better than we have 
and so assist our own work. Also, it is a very great advantage for us 
to have them develop missiles which they can produce themselves, 
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pay for themselves, and which would be available for the defense of 
Western Europe. 

(Discussion off the record.) 

Mr. Vooruess. I won’t go further with what had been done in the 
1954 program. I have merely given some illustrations to show that 
this program has a good deal of promise. 

In 1955 and 1956 we got into something a little different. The 
SHAPE people—General Lauris Norstad who is going to take General 
Gruenther’s place—gave us a requirement for a light fighter. This is 
not classified, and I put it in my short public statement. It is an 
interesting idea. 

What he wanted was an aircraft that could take off from a cow 
pasiure and could be dispersed so that there wouldn’t be enough of 
them together to attract A-bombs. 

One of our dangers to allied air forces in Europe is that large planes 
require long runways. If these planes are gathered together, and 
with the Russians possessing an A-bomb potentiality, they become 
good targets. 

Following General Norstad’s requirement for a light plane we are 
developing under this program three different aircraft. One is by 
Fiat in Italy. This little model I brought here is the Fiat plane. 
Two others are being developed in France. 

(Discussion off the record.) 

Mr. Voorness. [t will be used for all of them. We are making 
three different models of these planes in order to test them out, and 
engines for the same purpose. [Security deletion.] 

These planes will take off from almost any field where you pay the 
farmer not to plow the field up. They are fighter-bombers for close 
support. 

Over there the distances are very short, and a little plane doesn’t 
have to fly so far. Such a plane may not be suitable for the global 
requirements of the United States Air Force, but it will be a very 
powerful weapon for our allies over there. 

(Discussion off the record.) 

Mr. Vorys. How much do those cost? 

Mr. VoorueEss. It is about a fifth as much as United States Air 
Force fighter-bombers, I would estimate. 

(Discussion off the record.) 

Chairman Ricuarps. Mr. Voorhees, we are very much interested 
in the development of new weapons, scientific research, and that kind 
of thing. We are not qualified to evaluate the program as military 
experts, scientists, or engineers. 

We are directly interested in what percentage do the other countries 
put up to support the mutual weapons program. 

Mr. Voorueess. I have the figures here. 

Chairman Ricuarps. Since we started that program, how much 
money have they put up? 

Mr. Voorness. They had, of course, put into these developments 
a good deal of money before we actually went into them ourselves. 

Chairman Ricuarps. We have built up the economy and the mili- 
tary establishment of those countries. Why don’t they go ahead 
and develop these things themselves? They have practically every 
military secret we have outside of the atomic field, at least in NATO. 
We just freely throw in what we have. 

(Discussion off the record.) 
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Chairman Ricuarps. If we throw ours in the pot, why don’t 
they throw theirs in the pot? 

Mr. Vooruess. I think they are. What you find is that the 
research and development budgets that these armed forces have are 
not adequate to support these programs at the maximum rate of 
development. By our putting in a certain amount ourselves, putting 
in certain technical assistance and getting the agreement that we will 
have the benefit of it ourselves, we make a truly mutual program out 
of them. We are strengthening the defense of the free world- 

Chairman Ricuarps. After all, the money we have spent to help 
these countries ought to entitle us to some of the advanced thinking 
on their inventions. 

Mr. Vooruess. It is to advance the inventions, sir, and also to 
give in this way some technical assistance to them which enables them 
to do more than they otherwise could. I think there is no way in 
which we are getting a greater strength for the defense of the free 
world, and for our own purposes, than we are through the relatively 
small expenditures in this program. 

On the contributions to the programs, I will give you the details 
later, but the contributions which these nations have made to these 
projects are greater than ours. 

Chairman Ricuarps. I am not arguing against the projects. I 
think it is a good thing from the defense standpoint. The point I am 
making is that if we are putting this much money into the weapons 
program, we ought to be able to cut down the corresponding amount 
of military aid. 

Mr. Voornzes. The purpose is to develop weapons that they could 
manufacture themselves. 

Chairman Ricuarps. I am talking about the cost of it. 

Mr. VoorHEEs. Shipping weapons from the United States is the 
most expensive way to arm the Europeans. The less expensive way 
is to have them make their own weapons. We want those weapons to 
be good, and we want them to be standardized so that they can really 
fight 

“Chairman Ricnarps. What part of these mutual programs to date 
has been paid by us? I understand it is a high percentage. 

Mr. Voorneres. The European nations have put in considerably 
more than we have. Of course, a part of their contribution was made 
before our participation. 

(Discussion off the record.) 

Mr. Vooruess. In general, you will find that these countries have 
limited defense budgets and the research and development people 
don’t have enough money in their budgets to take some of the steps 
that could accelerate these developments. 

We have, by relatively modest expenditures, done the things which 
we thought would speed the development up most for the smallest 
United States expense. 

Chairman Ricnarps. I don’t doubt that. I am in favor of this 
kind of thing. I think probably we get better results for our money 
than in some of the other fields where we have spent hundreds of 
millions of dollars. 

The point I want to make is, why, when you have a special pro- 
gram like that, would they even ask for anything. Why wouldn’t 
they come to us and say, “Here is a small program. You are already 
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helping us in hundreds of millions of dollars. We are glad to con- 
tribute what we can.” 

Mr. Voorners. We haven’t had any difficulty in their willingness 
to make these things available. What we have found is that each 
country was doing the thing alone for itself, and not getting as far 
ahead as we thought they could by a more coordinated effort, by our 
giving technical assistance. 

(Discussion off the record.) 

Chairman RicHarps. Can’t you give us figures to show us how 
much they have put in the program? I would like to bave that for 
the record. 

Mr. Vooruess. I will put that in the record. I can put it in on 
an overall basis, an unclassified basis, but country by country I 
would have to classify it, I think. I will put in the amounts which 
they put in before our contribution and the amounts they have put 
in after our contribution. 

(The information requested is as follows:) 

In response to the request of the chairman for information on the extent of 
participation by the countries of origin in the mutual weapons development 
program projects, this is shown by country, on a classified basis, on page 187, 


volume IV, Mutual Security Program Presentation Book. The unclassified 
totals as of March 1, 1956, are as follows: 





Country participation 
United States 
aid obliga- 
tions Under Prior to 
project project 


$19, 094, 500 | $22,703,500 | $18, 295, 700 
21, 353, 990 10, 390, 280 


b 11, 624, 659 , , 
25, 153, 605 14, 749, 574 23, 866, 993 


65, 602, 095 49, 077, 733 52, 552, 973 





Total development costs $167, 232, 801 
Total country costs $101, 630, 706 
United States share of costs $65, 602, 095 
Percent United States share of total costs 39. 2 
Percent United States share of projects 57. 2 


In summary, this program has now been in effect for nearly 2 years. Of the 
original projects included in the initial fiscal year 1954 program, 6 have been 
concluded successfully and are being made available to NATO countries for 
consideration, 12 are expected to be completed by June 1956, and 11 will need 
additional time for completion of their development; 1 project has been canceled; 
3 others are now under consideration for termination, but valuable information, 
which may well save large expenditures in offshore procurement, has resulted 
from 2 of these. 

I should like also to summarize the objectives of the mutual weapons develop- 
ment program, as I see them: 

1, To mobilize the scientific and technical competence of our allies in a way 
to stimulate the attainment of a more effective defense through mutual assistance 
in military research and development within existing security and funding 
limitations. 

2. To increase the defense capability of friendly nations through accelerating 
the development of advanced types of weapons which can be produced and 
maintained within the economic framework of the countries concerned, with 
decreasing dependence upon United States grant military assistance. 

3. To add the military inventive capabilities of our allies to those of the United 
States for defense of the free world. 

4. As an important byproduct, to assure to the United States any new technical 
knowledge so developed. 
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5. To encourage friendly foreign countries to take more effective and better 
coordinated measures to improve their research and development efforts for 
collective defense. 

6. To render both allied and United States military research and development 
more effective through better coordination and technical assistance. 

7. To assist our allies in the high costs involved in expanding their military 
research and development programs. 

8. To reduce United States costs over the longer term for continuing replace- 
ment of United States-furnished equipment as it becomes obsolete, and costs for 
the furnishing of spare parts and maintenance for United States equipment. 

I also wish to note that our agreements with other governments include certain 
conditions that the countries must be willing to accept. The country must agree 
to: 

1. Participate equitably in the financial support of the project. 

2. Make available to authorized representatives of the United States all 
research and developmental information concerning a supported project. 

3. Safeguard the security of any United States classified information which 
may be made available in connection with the project, and the security of the 
development itself. 

4. Make available to the United States Government for use of the United States 
Armed Forces only, should the latter desire such use, any weapons or weapons 
systems resulting from such developments. 

5. Make available on equitable terms any weapon or weapons system resulting 
from such development for use in defense of the free world. 


Mr. Vooruess. I am afraid I have run over my time. I would 
like to speak briefly on the facilities assistance program. ‘This pro- 
gram consisted of, initially, an effort by us on a mutual basis to assist 
these couniries in increasing their production capacity for the chemical 
components of ammunition. 

(Discussion off the record.) 

Chairman Ricuarps. Does that come in the field of offshore pro- 
curement? 

Mr. Vooruess. Yes, sir. That was the reason I was doing it; I 
was directing offshore procurement. We were able to get the Army 
over there, which had purchased hundreds of millions of dollars in 
ammunition in Europe, to direct it, and it was supervised for me by 
Lt. Gen. Thomas B. Larkin, who had been our Deputy Chief of Staff 
for Logistics. He isnow a retired general. Under this program, on a 
mutual basis, we paid for the machinery and the countries paid for the 
land and the buildings. 

(Discussion off the record.) 

_ Mr. Vooruerss. That program now is being extended. We are ask- 
ing this year $35 million for it, first to change the capability from 
copper-shell casings to steel, which would be much less expensive, and 
also for projects for the maintenance of equipment that we have 
already given them. 

Mr. Vorys. How much have you put in? 

Mr. Vooruess. My recollection is that it was some $57 million so 
far, and it has been approximately equaled by the contributions that 
other countries have made. 

(Discussion off the record.) 

Mr. Vooruesrs. These two programs for which we are asking $58 
million for one and $35 million for the other, are truly mutual programs 
in which the countries will put up approximately similar amounts 
and from which the United States will derive very great benefit for 
our allies and for ourselves. We are getting very real value for our 
money. 

I should mention one other thing which has come about through 
this program. General Gruenther wanted a SHAP# air-defense 
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technical center to coordinate the defense of Western Europe. Previ- 
ously this work had been done separately by each country. You 
can’t have an effective air defense with such geographical boundaries. 
It has to be an all-European air defense. 

(Discussion off the record.) 

Mr. Voorness. A team of United States scientists went over and 
felt that such an air defense technical center could be best located in 
Holland. 

(Discussion off the record.) 

Mr. VoorHeEss. We financed the center through this program. We 
put in $2.5 million to pay the expenses of it for a couple of years. 

This air defense technical center, operating under SHAPE, pro- 
posed the tropospheric-scatter and ionospheric-scatter communica- 
tions systems that were discussed at the NATO meeting in December. 

With this new system you can bounce a radio signal against the 
troposphere for a range of about 240 miles or against the ionosphere, 
for about 1,000 miles. With this more dependable communications 
system we will really have an instrument of command with which 
we could disseminate warning if someone were to attack. 

(Discussion off the record.) 

Mr. Vooruesgs. The pilot projects for this were approved by Mr. 
McGuire several months ago. We are now buying equipment for 
them. 

(Discussion off the record.) 


STATEMENT OF E. PERKINS McGUIRE, DEPUTY ASSISTANT SEC- 
RETARY FOR INTERNATIONAL SECURITY AFFAIRS, DEPART- 
MENT OF DEFENSE 


Mr. McGuire. I think the information you asked for on the mutual 
weapons development program is shown in detail on page 187 of 
volume 4. It is shown by country, our contribution, the country’s 
contribution prior to our going into the project, and the country’s 
contribution after we went into the project. 

Chairman Ricwarps. It is in the book? 

Mr. McGuire. Yes, sir, on page 187, book 4. 

Mr. Vooruess. In the facilities assistance, the contributions by the 
respective countries have been: The United States, obligations of 
about $57.5 million; the European countries, about $52 million. That 
is for the ammunition program. 

Chairman Ricuarps. What were the figures on that? 

Mr. Voornesrs. About $57.5 million for the United States, and $52 
million for the European countries. 

Chairman Ricuarps. What would the ratio be 

Mr. Voorness. In the mutual weapons development program, the 
European expense will be very much higher than that of the United 
States because we were financing projects on which they had already 
spent a substantial amount of money. 

Chairman Ricuarps. The facilities assistance program necessarily 
goes into the field of offshore procurement, a great deal of it? 

Mr. VoorHess. Yes, sir. 

Chairman Ricuarps. I reckon you are familiar with the fact that 
the House has tightened up military procurement procedures a great 
deal. They encourage competitive bidding and fewer negotiated 
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contracts. 1 have heard a lot of general criticism—lI don’t know how 
well justified it is—about some of the contracts for offshore procure- 
ment. 

What is the policy? Are most of those contracts negotiated or on 
competitive bids? 

Mr. Voornesrs. They have to be negotiated, and they are sub- 
stantially made with the governments themselves. 

Chairman Ricuarps. They have to be negotiated? 

Mr. Vooruezs. They have to be. 

Chairman Ricnarps. There are no procedures worked out for 
competitive bidding? 

Mr. Vooruess. No, sir. It has been a matter of negotiating it 
with the governments, finding what was actually needed. Our ar- 
rangements are made with the governments themselves. 

Chairman Ricwarps. I understand some people have gotten rich 
on those contracts over there. They feel that is fair game. 

Mr. Vooruess. I don’t think anybody has gotten rich from these 
mutual weapons development or facilities assistance programs. 

Chairman Ricuarps. They have to be negotiated with foreign 
governments. But if we are going into this in the scale that we are 
talking about, why not insist that these governments comply with our 
procedures and have free competitive bidding? 

Mr. Vooruess. I think probably if they are conducting the pro- 
gram, they have to use their procedures rather than ours. 

Chairman Ricuarps. The French procedure is just about as efficient 
as their tax system over there. 

Mr. Voorness. They have done very well on these things. In 
England we have certifications from the Ministry of Supply on every 
item. They are parsimonious in the extreme in the way they hand 
out money. I think you can rely on that protection. 

The French are not noted for their generosity with their own money. 
This involves their money; these are their contracts. We are merely 
participating to a certain extent. 

Chirman Ricwarps. It is their money and our money. 

Mr. VoornHegs. Our money is in it. 

Chairman Ricnarps. They furnish the procedures, and they go 
ahead according to their own way of doing things. I wonder if they 
keep as close check on those things as we do. 

Mr. VoorHegs. We don’t go into the thing unless the price is at 
least as low as the lower of United States and foreign prices. 

Chairman Ricuarps. Sometimes these reports are false. I have 
received information which makes me question the way our program 
is being conducted over there. 

Mr. Vooruess. As to this program, in order to protect our invest- 
ment in it, I made arrangements directly with the Paris office of the 
General Accounting Office for the auditing of this work. I have not 
heard any criticism of waste of money on any of the projects. I would 
be very much surprised, personally, if there were any valid criticism. 

Chairman Ricwarps. This is just part of what I am worried about. 
Look at page 205. I quote: 

By placing defense-production orders, valued at approximately $2.8 billion in 


allied countries, the United States has helped to create a sizable production base 
which the countries themselves could not have built. 
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I agree with that. We have created a real production base which 
competes with us to some extent. Then, furthermore, you say down 
here: 

Most foreign governments still are not financially able to place enough orders 
to keep these plants in operation and meet agreed force goals at the same time, 

We have been hearing that for several years, but that raises this 
fundamental question. Many of these countries are more prosperous. 
even than before the war. There is a big danger that these countries 
have come to believe it is our obligation to keep up their defense 
program, to meet certain parts of the defense budget. They are 
going to make us do it if they can. 

If we fall for it, we are a bunch of suckers. That is the way I feel 
about it. 

Mr. Vooruess. The portion which you have referred to is entirely 
outside the subject of my testimony. 

Chairman Ricwarps. I mention this because it is closely related. 
We will have a witness on offshore procurement. 

Mr. Vooruegs. I am not qualified on that. 

Chairman Ricuarps. But your two subjects do go into that field, 
to a certain extent. 

Mr. Vooruess. The principal offshore procurement contracts were 
placed there in the years 1952 and 1953. 

Chairman Ricnarps. We have spent almost $3 billion. 

Mr. Vooruess. Of course, at that time the economic and fiscal 
situations were quite different from what they are now. That was 
the time that General Draper was over there and preceded the time 
I was there. 

When I went there, we did have a very substantial continuation 
program for the purchase of ammunition, largely, and some other 
weapons. 

Chairman Ricuarps. We will go into that later. 

Mr. VoorueEss. I am not really qualified to talk about that at the 
present time. I do think that offshore procurement did accomplish 
this. It got the Europeans back into a position in which they could 
manufacture a lot of military equipment which they had not been able 
to do; so it probably results in a much better capability to produce their 
own weapons rather than be dependent on our weapons. The biggest 
cost to us is in sending weapons and spare parts from the United 
States. The production of weapons and ammunition over there is 
the economical thing. But I don’t know what is necessary at the 
present time in order to maintain the production base. 


STATEMENT OF COL. H. H. CRITZ, OFFICE OF PROGRAMING AND 
CONTROL, OFFICE OF ASSISTANT SECRETARY FOR INTER- 
NATIONAL SECURITY AFFAIRS, DEPARTMENT OF DEFENSE 


Colonel Critz. May I speak to that a moment, Mr. Chairman? 
As you realize, and as Mr. Voorhees just said, our offshore procure- 
ment in 1952 and 1953 was at its highest, and went close to the 
billion-dollar mark. 

Last year, in fiscal 1955, we only used $160 million, and in this fiscal 
year 1956, we estimate $80 million. It is on the downgrade. 

We have built the base. It is just the maintenance of that base 
here and there so that it doesn’t dry up, that is our major problem. 
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As you say, sir, we will have a special witness here to go into this in 
any detail that. you desire. 

Chairman Ricuarps. I think it is a good showing of curtailing 
operations. There is no question about that. There is good ground 
to hope and believe that it should be just about over. 

Mr. McGuire. Mr. Chairman, I thoroughly agree with you. It is 
a very difficult situation. I believe the witness that we will have to 
cover this specific subject will point out to you that we have recognized 
that point, that we have put the cards on the table with these countries, 
and that they must recognize that, if we are to continue, each of them 
has a national responsibility. It is for their own welfare that they 
must recognize this. We have made it clear that follow-on contracts 
are going to have to be made on the basis of a national responsibility, 
with a commitment as to the taking over of that national responsi- 
bility. It is conceivable that a country, through the budgetary cycle 
differences, could, if I said to them, ‘‘You have to take on all of this,”’ 
say, “We just can’t do it. It is not in our budget now.” I have 
taken the approach that if that is the case, can the country do it over 
a longer period, presuming there would ‘be a continuation of each 
contract—that on that basis, that commitment, we would extend the 
contract only where we had the necessary requirement and only where 
we had affirmation by the military people that it is a necessary and 
valuable strategic 

Chairman Ricuarps. I am glad to hear you make that statement. 
We will certainly want to hear you on that. 

Mr. Voorueszs. Mr. Chairman, would you indulge me to make a 
moment’s personal statement about this? 

You question what we are doing in these two programs: Is it a wise 
expenditure for the United States, are we getting good value for it? 
I have tried to show objectively w hy I think so. I would like to say, 
sir, the value of that, in my mind, is so great that since the primary 
interest I have is the defense of the United States by deterring war, 
when I came back here in the fall of 1954 I spent a large part of my 
time working under Don Quarles, snd his successors also under 
Mr. Hensel and Mr. Gray, and I have contributed my time without 
pay in order to do that work because I believe that this is of such 
great value 

Chairman Ricuarps. You have been very helpful to this committee. 

Mr. VooruHesgs. I believe it so deeply, sir, that—I would like to 
mention certain people who made this program possible and who 
ought to be commended. Don Quarles gave it imaginative direction 
while he was Assistant Secretary for Research and Development. 
Otherwise, we wouldn’t have gotten it started. Then there is Maj. 
Gen. Ward Mari is, retired, who came back as a civil-service 
employee, gave up his retired pay because of the provisions of the law, 
in order to work on this program for 2 years until physical reasons 
necessitated his returning. Then Lieutenant General Larkin, who 
had done the same kind of thing for the facilities assistance program, 
took over the weapons dev elopment program when General Maris 
had to come home. General Larson also gave up his retired. pay 
to do this work over the past 2% years. 

That is the kind of dedicated service that these people have ren- 
dered. That has been the reason such accomplishments in new 
weapons have been possible. There is, I am told, a provision in the 
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bill before you, under which retired officers could be retained as expert 
consultants and keep their retired pay while they are working as 
consultants under the mititary-assistance program and could do so 
not just for 1 year but without time limit. I think that would be a 
tremendous advantage. We have a reservoir of men of tremendous 
ability in these retired officers. 

I got these two generals and they made the programs. They have 
done so at great sacrifice. I do think, though, that a provision under 
which these men could as consultants—rather than as civil-service 
employees—do this kind of work without giving up their retired pay 
would be both good for the United States and fair to such men. 

Chairman Ricnarps. That is an interesting and worthwhile sug- 
gestion. 

Mr. Vooruess. It is in the bill before you. 

Chairman Ricuarps. What is that? 

Mr. Vooruers. It is in the bill before you, because it would only 
apply to the military-assistance program. 

Chairman Ricuarps. It is confined to that? 

Mr. VoorueEss. It is confined to that. 

Chairman Ricuarps. Mr. Vorys. 

Mr. Vorys. Mr. Chairman, | have some questions. I think we 
are all tremendously enthusiastic about these new weapons, and are 
gratified for the work of these men, Mr. Voorhees and his associates. 

However, Mr. Chairman, we need to come to an overall picture on 
this. Let’s take the facilities and assistance program. We and the 
other countries have spent over $100 million. It has been going a 
couple of years. We were told it was to get sources of supply for 
ammunition over there, for two purposes: They could make their 
own weapons and maintain their base supply, and they could make it 
promptly. Then we bear that one of the long-lead time items is 
ammunition procured offshore. We find that a whale of a lot of the 
money is still going for ammunition. 

(Discussion off the record.) 

Mr. Vorys. We had hopes that this was going to end up in getting 
a little of the load off our backs. But here we find in this program, 
as you are describing it, that while it challenges our imagination, 
we end up with the same old story, hundreds of millions of dollars in 
long-lead time for ammunition. 

A great chunk of it isin Europe. Why is that? 

Mr. Vooruess. The continuance of the ammunition contracts to 
maintain the production base over there is something, as I told the 
chairman, that I am not familiar with at the present time. I am now 
out of that entirely. There will be witnesses who will be competent 
to testify to the reasons for that. 

Mr. Vorys. Here is the trouble with trying to have these two pro- 
grams in a sort of watertight compartment. They aren’t separate 
programs at all. I remember the first year when you came in asking 
$250 million on this mutual weapons program. That is what was 
asked for in 1953. I just checked my recollection. We were told, 
‘Psychologically that will be a wonderful lift over there because they 
are all excited about new weapons.” 

When the Congress, in its wisdom or lack of wisdom, found that 
was a little heavy investment for psychological purposes, they cut 
that to $50 million. You haven’t gotten anywhere near $250 million. 
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You are coming in for $58 million. This thing started off as an item 
of psychological warfare. Now we have more psychological warfare. 
We have this mutual weapons program this year. We have $531 
million, of which $334 million is new money, for a new weapons pro- 
gram. 

it is hard for us on the committee, who try to study these things, 
to keep in mind all these separate programs, and it is impossible for 
the average Member of Congress to keep this sorted out. All of it 
could be done under military assistance. It is, all of it, military as- 
sistance. 

We had hopes that with the new weapons we were going to get 
away somewhere from the mass army concept under which this thing 
started out and was carried on; but we find we are still doing business 
at the old stand, and the new weapons are added on top. 

When we talk about that, you can very well say, “I only handle 
one part.”” Our committee has to handle al] parts of it, and I think 
possibly we will gamble that there can be some ultimate savings by 
these new weapons, and therefore some reductions made in some of 
the rest of the program. Thank you, Mr. Chairman. 

Mr. VoorHeEs. Would you permit me to speak to that? 

Mr. Vorys. That was a question, but it got to be a speech. 

Mr. VooruHess. I have the figures now of the mutual weapons 
development. The expenditures of the United States have been, in 
round figures, the obligations, that is, $65 million. The obligations 
on the same projects made by the other countries all together are 
approximately $101 million. Of those, roughly half were made 
before we invested in the inventions, and roughly half after. 

Congressman Vorys speaks about this $250 million request. That 
was an idea of Harold Stassen. You gave us $50 million for this. I 
was then Director of Offshore Procurement, and the question was 
how we could best use that sum. I think it turned out very well that 
the sum was $50 million rather than $250 million, because we used it 
for research and development rather than for the mass production of 
new weapons. 

We have obligated some $65 million here in a couple of years on it. 
The money has been spent very carefully. That initial request of 
Mr. Stassen’s, you recall, was embodied in a separate section of the 
law. So, it was separated from the rest of the military assistance. 

You may recall, Mr. Vorys, the conversation that you and I had 
in the summer of 1954 when you thought this ought to be a part of 
military assistance, and I drafted with you some clauses that went 
into the conference report of 1954 which made this an integral part of 
the military assistance program. ‘This isn’t separate from it. This 
is part of the program. Our $58 million figure is an illustrative 
amount. It could be increased by Mr. McGuire, or decreased, as 
the need arises. 

Chairman Ricuarps. Is there any of the special weapons program 
that it is anticipated will be used to renovate the Maginot line? 

Mr. Vooruess. No, sir. That is one thing I think that is thor- 
oughly dead. Probably on an atomic battlefield, people would have 
to be dug in to some extent to be able to withstand the blast from 
atomic weapons and the radiation. But there is no concept of any- 
thing like a Maginot Line. It wouldn’t make sense in an atomic war. 
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Chairman Ricwarps. I like this new weapons program. It is the 
kind of thing that we are trying to do over here. I think probably 
it is the most important part of the program, but it seems to me that 
we have to pay a premium to get the benefit of it. I am worried 
about the philosophy that is being built up over there toward military 
aid. The idea seems to be, “We don’t think it is very important, 
but we will do it if you pay for it.”” If you have no morale behind 
the program we have wasted our money. 

I want to make clear that I have defended this program every year 
that it has come up. Are there any questions? 

Mrs. Ketuiy. Do I understand correctly that this entire program is 
air-defense weapons? 

Mr. Vooruees. No. This program is for all three services. 

Mrs. Ketuiy. I don’t mean just one service. It says here on this 
page, “Development of new weapons.”’ 

: Mr. Voorness. There are Army, Navy, and Air Force weapons in 
there. 

Mrs. Ketiy. They are all nonnuclear? 

Mr. Voorness. All nonnuclear. 

Mrs. Ketuy. As a result of this program has there been any ac- 
cepted item, which has been decided and agreed on which is now 
ready for immediate production? 

Mr. Vooruess. There are various of them now which are in the 
testing stage. The research and development stage has been finished. 
Of course, the cycle from the beginning of research and development 
to the mass production of weapons is much longer than 2 years. 
Therefore, the fact that we have a number of these in which the 
research and development is just being finished now is only possible 
because they were in an advanced stage of development at the time 
we began to finance them. 

Mrs. Ketity. My question is, Have you reached one that is in 
production, and what is that weapon? 

Mr. Vooruess. I think the nearest one would be the tropospheric 
scatter and the ionospheric scatter communication systems, where 
we are putting in two pilot projects which will add very considerably 
to our communications capabilities over there and, also, I think the 
light fighter that will be tested this year. 

Mrs. Ketiy. That is the one you referred to? 

Mr. Voorneszs. That is probably the most important, one of the 
most important of all. 

Mrs. Ketiy. That is the fighter you referred to? 

Mr. Vooruess. Italy and France, and the engine from England. 
That is to meet a specific requirement of SHAPE. Those will all be 
flying within less than a year. 

Mrs. Keitiy. We can say as a result of this program that that 
fighter has been accepted? 

Mr. Vooruess. I think that is fair to say. 

Mrs. Kexiy. Are there any others besides that fighter? 

Mr. Voorners. We can’t do things that fast. The fact that we 
are now at a point where we are ready for the testing of these weapons, 
considering that the first contracts were let, as I recall it, less than 2 
years ago—it is pretty fast. These things have moved very rapidly. 

Mrs. Key. It is in that stage where it has been accepted, and 
probably with some adjustments we would have them ready in another 
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year. I am trying to pinpoint if there is one project which has come 
out of this program which is in the capability stage of use within a 
year. 

Mr. Voorness. I think I can answer the question affirmatively as. 
to the capability. But to have it accepted by SHAPE and put into 
mass production, I think that is going to take more time. If we have 
some of these in the next 2 years, we would be doing very, very well. 

The normal peacetime cycle of research and development in the 
United States from the time we start research until we have a weapon 
on a battlefield, with forces equipped to use it, is 10 to 12 years. 
So, by comparison, it can be seen how rapidly this European program 
really is moving. 

Mrs. Ketiy. We have nothing like that light-fighter in our own 
defense? 

Mr. VoorHeszs. The Air Force didn’t feel it had a requirement 
for a small plane like that. You see, this plane is desizned to meet 
special European conditions. However, now the Air Force has 
gotten interested in it. 

(Discussion off the record.) 

Mrs. Ketuy. That is all. 

Chairman Ricuarps. Mrs. Bolton. 

Mrs. Botron. If you have covered this, please don’t do it again. 
I am very much interested in your program for medicine, nutrition, 
agriculture, and so forth. It is on page 207. It is part of the non- 
regional military assistance. What is actually going on? 

Mr. VoorHess. I am sorry. That is entirely out of my field. I 
don’t know anything about it. All I am qualified to testify on are 
the mutual weapons development program and the facilities assist- 
ance program. 

Colonel Crirz. We can have a witness to describe that, if you would 
like it. 

Mrs. Botton. I would like to know a little more about it. 

Chairman Ricuarps. Thank you, sir. We are glad to have heard 
from you. I hope you won’t think we are unappreciative of the fine 
service you are rendering. 

I believe we have time for one more witness. 

Mr. Vooruess. I will get the information that you requested and 
put it in the record. 

(The information referred to appears on p. 781.) 

Chairman Ricuarps. We will call Admiral Delany, Deputy Direc- 
tor for Mutual Defense Assistance Control, International Coopera- 
tion Administration, who will answer questions that you may have on 
the Battle Act. Have you a statement? 


STATEMENT OF ADM. W. S. DeLANY, DEPUTY DIRECTOR FOR 
MUTUAL DEFENSE ASSISTANCE CONTROL, INTERNATIONAL 
COOPERATION ADMINISTRATION 


Mr. Deuany. I have presented it. 

Chairman Ricuarps. Without objection, the general statement will 
be placed in the record at this point. You have an additional short 
statement? 

Mr. Deuany. Yes, sir. That relates to the budget. You can put 
both of them in the record. 

75009—56——40 
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Chairman Ricuarps. Both statements will be placed in the record 
at this point. 
(The statements referred to are as follows: ) 


GENERAL STATEMENT ON East-West TRADE 


The first time it was my privilege to appear before this committee was in 
February 1954. At that time, among other things, I gave you the facts and 
considerations that led to the revision of our economic defense policy. I pointed 
out that the previous policy had reached the point of diminishing returns—and 
that we had to concentrate our controls on commodities which contribute sig- 
nificantly to the war potential of the bloc, and on tighter enforcement procedures, 
I mentioned too, one of the general objectives was to be certain that our actions 
tend always to increase the political and economic unity of the free world. 

Last year in executive session I presented a detailed report concerning the 1954 
revision in the international controls. At that time I went into detail about the 
reduction in the number of items under both international control and Battle 
Act control. I called attention to the circumstances surrounding the reduction, 
and the fact that the results both in coverage and in enforcement of controls were 
to the overall security advantage of the free world. 

Between the publication of the revised Battle Act list in August 1954, and our 
subsequent yearly publication of the lists in August 1955, certain further amend- 
ments were made to the control lists. Between the publication of the lists in 
August 1954 and our yearly publication in August 1955, the definitional coverage 
of some 46 items under titles I and II of the Battle Act list was revised; another 
14 items were added to or upgraded in the list while 2 items were removed because 
their strategic control was no longer warranted. Since August 1955, the defini- 
tions of two additional items were revised. All these amendments were either 
forwarded to this committee at the time they were accepted within the Economic 
Defense Advisory Committee structure or were incorporated into the revised 
list published in August 1955 which was also forwarded to this committee. I 
should like to note again that these changes resulted from a thorough analysis 
of the military, technical and other intelligence materials available to us from 
both governmental and nongovernmental sources, and were made after obtaining 
the points of view at the policy level of the Departments of State, Defense, 
and Commerce and Treasury as required by the act. 

Concerning the shipment of Battle Act embargo items which have actually 
taken place under unusual circumstances and which have been reported since our 
last presentation, I should like to note that they were of a relatively small value. 
On June 28, 1955, the President determined that an exception should be granted 
and aid be continued to France, Italy, the Federal Republic of Germany and the 
United Kingdom. This Presidential determination was required under section 
103 (b) of the Mutual Defense Assistance Control Act of 1951 because of some 
$603,000 worth of title I, category B, items shipped by those countries to the 
Soviet bloc. Similarly in January 1956 the President granted an exception and 
determined that aid be continued to Denmark, the United Kingdom and Italy. 
This determination was made necessary by the shipment of $283.000 worth of 
title I, category B, items by those countries to the Soviet bloc. Notification of 
these Presidential determinations was made to the six committees of Congress 
mentioned in the Battle Act at the time the determinations took place. None 
of the shipments involved in either of these determinations included arms, ammu- 
nition, implements of war or atomic energy material. With the exception of 
certain bearings shipped by Italy to the bloe as a result of an administrative 
error, all the shipments reported in the letter of January 1956 were prior com- 
mitments—that is shipments resulting from commitments made prior to the 
effective date of the Battle Act embargo provisions or prior to the date or revision 
of the lists. With the exception of a small quantity of items sent by the United 
Kingdom to Communist China to service certain nonstrategic equipment pre- 
viously shipped to that country by the United Kingdom, all of the shipments 
reported in the letter of June 1955 were prior commitments. No other shipments 
in either of these two determinations went to Communist China. 

I pointed out in my presentation of June 16, 1955, that the United States does 
not permit the shipment of commodities to Communist China. I also noted 
that most of the other important free-world trading nations have not gone as fat 
as we have in this respect. However, they do maintain much more extensive 
controls on shipments to that destination than on shipments to the European 
Soviet bloc. I further noted that all the items on the old and new control lists 
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applying to the European Soviet bloe—embargo, quantitative control, and sur- 
veillance—plus an additional list of items which do not appear on any of the 
various lists applying to the European Soviet bloc are embargoed by the par- 
ticipating countries to Communist China. 

Too little time had elapsed between the August 1954 revision and my June 1955 
presentation for me to give you any real evaluation on the effect of the changes. 
You know, I am sure, of the time that is involved in accumulating and compiling 
trade figures from all the countries of the world. Even now, the figures for 1955 
are only partial. 

From the available data for 1955, we believe the trade in 1955, that is, the 
dollar value of free-world trade with the Sino-Soviet bloc, will exceed 1954 mainly 
due to increased imports from the bloc. The dollar value of that year totaled 
$3.6 billion—that is $1.76 billion in exports to, and $1.83 billion imports from, the 
bloc. It appears, too, that 1955 dollar figures will exceed the highest previous 
postwar year, 1948, when the total trade was about $3.98 billion. That would 
mean the 1955 trade, as we see it now, will have a dollar value of about $4.3 
billion. $1.94 billion would be in free-world exports to the bloe and $2.33 billion 
in free-world imports from the bloc. Our estimated values for this trade with the 
bloc are as follows: 

[In billions] 





Total .8.S.R.| Satellites China 





} 
Free-world exports to: 


$1. 10 $0. 30 
- 90 . 29 


1. 22 | 1.49 
- 95 | 1,38 


' Includes $0.01 billion each in 1954 and 1955 for Outer Mongolia. 


This would show the 1955 free-world trade with the entire bloc to be about 19 
percent higher than the 1954 trade. I should like to point out, however, that this 
does not represent any relative increase-in East-West trade. The facts show that 
although the dollar value of free-world trade with the bloe rose in 1955, the dollar 
value of world trade in general also rose, hence the bloc share of world trade re- 
mained at about the same percentage as last year (2.3 percent in 1954 and 2.5 
percent in 1955). The major reasons for the lack of a substantial increase in free- 
world trade with the bloc are attributable to the bloc itself. These are brought 
out in our seventh report to Congress entitled ‘Soviet Deterrents to Increased 
Foreign Trade.’ As relates to the countries in Europe which we call the COCOM 
countries, i. e., the ones who participate voluntarily with us in international trade 
controls, and who are the highly industrialized countries, our figures show that 
their percentage of exports to the bloc in 1955 was 3.3 percent, only slightly larger 
than 1954 when it was 2.8 percent of their overall export dollar value. 

Our preliminary figures for 1955 show that bloc imports from the free world 
were up by about 10 percent over 1954 and their exports up about 30 percent. 
This would give them a more favorable balance than in 1954. The U. 5 S. R, 
itself will show only about a 7-percent increase in the dollar value of its trade with 
the free world compared with the 19 percent for the bloc as a whole. 

Intrabloc trade remains about the same as before, i. e., 80 percent of Sino- 
Soviet bloc trade is intrabloc—20 percent with the free world. China conducts 
80 percent of her foreign trade within the bloc also. 

We believe that in 1955 the bloe will have completed about 30 percent more 
trade agreements in numbers with free world nations in 1955 over 1954. 

Now, on commodity breakdown of that trade, I think the most illustrative 
presentation would come from this chart which comparatively shows U. S. 8. R. 
and European satellite import and export trade in key commodity categories with 
the free world for 1952, 1953, and 1954, 
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TRADE BETWEEN THE FREE WORLD AND THE 
EUROPEAN SOVIET BLOC 


(Major Commodity Groupa—Millions of United States Dollars] 


Comparison: By years; between imports and exports; between the U. 8. 8. R. 
and the Buropean satellites; between commodity groups. 


FOOD, BEVERAGES, TOBACCO, FATS AND OILS 


Small value of unclassifiable commodities not included in above groups. 

European Satellites: Albania, Bulgaria, Ozechoslovakia, Soviet Occupied Zone 
of Germany, Hungary, Poland, Romania 

Source: Dept. of Commerce, figures unadjusted for price change. 
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Please note in group 1 (foods, etc.) the change in imports and exports. Note 
the increased imports by the bloc in 1954 over 1952 and the decreased exports 
from the bloc. Within that group grain exports alone have gone down from $246 
million in 1952 to $69 million in 1954. 

Then in the second group note the decrease in imports by the bloe and the 
increased exports from the bloc. A breakdown would show exports from the 
U.S. S. R.; Wood went from $34 million in 1952 to $75 million in 1954, cotton 
went from $2 million in 1952 to $44 million in 1954, petroleum went from $10 
million in 1952 to $56 million in 1954. 

These are figures on the U. 8.5. R. For the satellites, for example, petroleum 
goes from $16 million in 1952 to $60 million in 1954, and wood from $35 million 
to $73 million. 

Now look at the third group, and note there is no really significant dollar value 
increase in imports by the U. 8S. 8. R.—from $213 to $261 million—but the exports 
increase from $44 million to $106 million between 1952 and 1954. The satellites 
imports are almost static, but their exports go from $247 million to $370 million 
between 1952 and 1954. As far as we can predict for 1955, these same general 
patterns will prevail. 

Now, of course, we are interested in trying to analyze, if we can, the effects of 
the reduction of items on the list in August 1954. We are concerned with the 
COCOM countries primarily because they represent, as I said, the industrialized 
nations. 

I think the figures below are interesting from that point of view. 


Exports from COCOM countries to the European Soviet bloc of product categories 
affected by the August 1954 strategic list revision 


{In millions of United States dollars] 





Ist half of 2d half of 1st half! of 
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1 Omits 2d quarter for Belgium-Luxembourg. 


You will note that in the first half of 1954, that is, the period before revision 
that the dollar value of the exports by COCOM countries under this heading 
totaled: $48.5 million. Now in the second half of 1954—after revision—they 
totaled $73.6 million. But please note that of this $25 million increase, $18.6 
million was in metals and minerals and their manufacture, and $5.2 million in 
transportation equipment. As you know, bare copper wire was removed from 
embargo in 1954 and put under surveillance. In spite of the United States 
efforts then and many times since, we could not get agreement to hold this part 
of copper under embargo—the increase in the metal category is mostly bare 
copper wire. In the transportation field, the increase during the second half 
of 1954 was due to the purchase by the bloc of types of ships which are under 
quantitative control rather than embargo. In the export of electric and power 
ScDenanene equipment there was a decrease of $3.7 million in the second half of 

954, 

In the first half of 1955 the total exports of these same items were $66 million, 
a decrease of $7.6 million. 
b+ The export of certain categories of items continue to show an increase; general 
industrial equipment by $2.4 million and metals, minerals, ete., $2.2 million. 
The export of transportation equipment, on the other hand, is down by $6.8 
million and electrical and power generating equipment is down by $3.7 million. 
Almost all the other categories showed a decline. 

I should like to note that the categories in this table include, but are not 
limited to, items affected by the August 1954 revision of the control lists. These 
figures are for the exports of all items in these categories, whether under control 
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or not, and not for the exports of the deleted or revised items only. . We did 
make a deliberate effort to secure information on trade specifically in the decon- 
trolled commodities. On the basis of the information made available to us, 
which covers COCOM: country trade in the deeontrolled items up through the 
first half of 1955, there appears to be no substa tial basis to definitively attribute 
the increase in exports to the reduction in the number of items on the control 
lists or to say that the increase consisted to any determinable extent to trade 
in items removed from the lists, with the exception of some copper shipments. 

Now, of course, although the trade of these COCOM countries represents the 
gres utest dollar value and volume of free worl! trade with the bloc, other free 
world countries trade too. I thought rather than try to give you concrete figures 
I might illustrate the increasing or decreasing trends between 1954 and 1955 
by using percentage figures. I picked the countries listed here because they are 
the biggest traders. 


Comparison by percentages of trade with Soviet bloc and trade with free world 


Exports Imports 
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In Paris, within the international committee for the control of trade with the 
bloc, the year 1955 saw what the United States would interpret as a growing 
tendency on the part of most PC’s against any further extension of the controls. 
Pressures for trade with the bloc are increasing—competition among the member 
countries is building up—and there are many indications that the idea of trade 
controls is undergoing some serious reexamination in certain countries. During 
the year, however, new items were added to controls. We were able, through 
long hard efforts, to get some copper cables and machines for their manufacture, 
under embargo. In spite of our efforts, however, as I have said, we have not been 
able to get bare copper wire under higher control. We are continuing that effort. 

The situation regarding the effort to get a better control over construction of 
smaller merchant ships, fishing vessels, etc., has not changed. The pressure, 
however, for Soviet orders had for a time decreased (the European yards are full 
of free-world orders). Within the last few weeks this pressure has again been 
noted and we are once more confronted with a very difficult negotiating problem. 
We attribute it primarily to the efforts the bloc is making to destroy the controls 
on the faster merchant shipping. 

Finally, as you are aware I am sure, our sixth and seventh reports to Congress 
on the Mutual Defense Assistance Control Act of 1951 have been published since 
our last presentation. The sixth report issued on June 30, 1955, dealt with Soviet 
bloc economic activities in the free world and went into the details of what Moscow 
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and itsjsatellites were doing in the economic sphere to extend their penetration. 
The seventh report, released on February 13 of this year, dealt with Soviet de- 
terrents to increased foreign trade. This report was devoted to pointing out that 
the Soviet bloc, through its own activities, its policies, and its lack of exports, is 
primarily responsible for the low level of East-West trade. Both these reports 
have been transmitted to this committee. 


ADMINISTRATIVE EXPENSE OF CONTROL 


The administrative expense of control, as defined in the authorizations and 
appropriations for Control Act expenses, has become relatively stabilized at a 
level jvst under $1,200,000. These funds are used by the International Coopera- 
tion Administration, State Department units, and the Commerce Department’s 
Bureau of Foreign Commerce by allocations made to them. 

In the reorganization of last July abolishing the Foreign Operations Adminis- 
tration, the responsibility of administering the Mutual Defense Assistant Control 
Act of 1951 was lodged with the Director of the International Cooperation 
Administration within the State Department. The main functions involved in 
the administration of the Control Act are determining commodity items that 
should be subject to strategic export control by other friendly countries and 
coordinating the activities of the various United States departments and agencies 
which are concerned with security controls over exports from other countries to 
the Communist bloc. 

The Deputy Director for MDAC is the focal point in ICA for carrying out 
the Director’s reponsibility of administering the Control Act. The bulk of the 
Control Act funds allocated to ICA goes to pay for the expenses of the Office of 
the Deputy Director for MDAC. In ICA there is also a small economic defense 
staff whose function is to represent the foreign economic assistance interest in the 
interagency councils and operations for carrying out the Control Act. A small 
portion of the ICA allocation pays for this unit. Overseas there is an ICA unit 
in the USRO Office of Security Trade Controls. This unit is financed from IC A’s 
Control Act funds. Basically, its function is to provide regional coordination 
in Europe of enforcement activities, designed to ensure the proper application in 
practice of the export controls adopted by the free-world countries. In all, about 
$400,000 of the Control Act appropriatior is allocated for ICA expenses. 

State Department receives a Control Act allocation of about $600,000. In 
the. departmental service, the main part of this is used to finance economic and 
trade analysis work which the Office of Intelligence Research carries out in support 
of the Control Act program. Overseas, it helps to finance the State contingent 
in the USRO Office of Security Trade Controls, which has the basic task of 
representing the United States in the international strategic trade control 
organization sitting in Paris (CG-COCOM-CHINCOM). Besides this, it 
provides financial support for the economic defense officers and staffs in various 
State missions around the world who carry on foreign negotiations on Control 
Act problems and provide field reporting on economic defense. The Control 
Act. funds allocated to State Department supplement funds provided out of the 
regular State operating appropriations, so as to make possible an intensified 
level of activity adequate to cope with the difficult problems of controlling 
East-West trade. 

Approximately $200,000 of the Control Act funds is allocated to finance Com- 
merce Department participation in the program. Commerce Department 
provides help mainly through the services of its export-control technicians in 
the Office of Export Supply and its geographical and statistical experts in the 
Office of Economie Affairs. 

The Defense Department also plays a major role in the execution of the Control 
Act program. However, it receives no Control Act funds in supplementation of 
the regular operating funds it devotes to the program. Other agencies, too, 
provide advice and supporting services for the program without receiving Control 
Act funds. 

With so many agency interests necessarily involved in carrying out the Mutual 
Defense Assistance Control Act, an interagency committee structure has been 
developed to effectively bring together the advice and operating help of these 
various agencies. In this way, policy decisions can be made and _ policy 
direction developed for the program with full appreciation of the various factors 
and interests that are involved—such as technical, foreign policy, economic, and 
military aspects. 
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Mr. Detany. Would you care to ask any questions on my general 
statement, sir? 

Chairman Ricuarps. Of course, we haven’t had a chance yet to 
study your general statement. You are prepared to answer any 
questions on the Battle Act? 

Mr. Deuany. Yes, sir. 

Chairman Ricuarps. Does any member want to ask any questions? 

Mr. Jupp. How are you getting around the Battle Act to give aid 
to Ceylon? 

Mr. Detany. That was a determination by the executive agencies 
of the Government within title 2 of the Battle Act. 

(Discussion off the record.) 

Mr. Jupp. There can be an exception to the law when the President 
determines it is specially in the interest of the United States? 

Mr. Dewany. Title 2 of the Battle Act is the cooperative portion 
of the act. As I say, it was a determination by the executive 
agencies 

Mr. Jupp. Did you see the statement, I think it was in yesterday’s 
paper, that the new Prime Minister of Ceylon says that he will take 
help from both sides and will enter into a new, long-term arrange- 
ment to trade with Communist China? 

Tke previous government had a 5-year treaty or agreement, and 
they were sweating it out till it ended. They were not going to 
renew it. They had never been willing to let Communist good will 
missions or trade missions come into Ceylon. ‘The new Premier says, 
so the paper reported, that he will enter into a new long-term agree- 
ment; is that the truth? Is that your information? 

Mr. Dexany. I saw that only in the press, the same as you did, 
sir. I have no information on that, sir, beyond what I saw. 

Mr. Jupp. Would that make it more difficult for you if they do 
enter into a new, long-term trade agreement with Communist China, 
in such important materials as rubber? 

Mr. Detany. I think, sir, if Ceylon did not cooperate within the 
intent and purpose of the law we would have to make a decision as 
to the continuation of aid. That problem has not arisen. It is the 
shipment of an item and not a newspaper-expressed intent that 
determines the eligibility of a country. 

Mr. Jupp. Assuming the newspaper report was correct, and that 
Ceylon is going to enter into a new 5-year treaty, would that make it 
necessary for us to amend the Battle Act or for you to get some 
exception to it? 

Mr. Detany. I don’t think there is any problem there, sir. It is 
a matter of the items that are shipped as relates to items that appear 
on the Battle Act. 

Mr. Jupp. Rubber is on second priority list, isn’t it? 

Mrs. Ke.tiy. Rubber was never included in A list. 

Mr. Detany. I don’t know what you mean by priority. 

Mr. Jupp. Isn’t rubber considered one of the most critical materials? 

Mr. Deuany. Yes, sir. 

Mr. Jupp. It comes under that second grade of critical categories? 

Mr. Detany. Yes, sir. 

Mr. Jupp. I am for the Battle Act, but I think perhaps we drafted 
it in a form which denied ourselves any leeway. We might want to 
have some on occasions. 
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I felt that we ought to be helping Ceylon a long time ago. If it had 
been done 2 years ago, I don’t think we would have lost the election. 
I am asking you if you have recommendations or suggestions for 
changes in the act, that would make it all around more useful? 

Mr. DeE.LaAny. My answer is that I do not believe that a change 
in the Battle Act is necessary. I think that the provisions of title 2 
give the necessary leeway in the administration of the act. If those 
provisions remain as they are, I think we can operate completely 
satisfactorily. 

Mr. Jupp. Why didn’t we send aid to Ceylon a great deal earlier, 
because political people in the administration told us here in this 
committee that they favored aid, and yet it wasn’t given. 

Mr. Detany. The Battle Act administrator favored aid. 

Mr. Jupp. I don’t know about that, but I know the Far East 
Division or rather the Middle East Division of the State Department 
favored it, and told us so. 

Mr. Devany. I can’t answer the question as to the reason for the 
delay, sir. I know the subject was under discussion for quite some 
time before the determination was made that the aid would be 
extended. 

Mr. Jupp. We were given the impression that it wasn’t because of 
lack of desire or because of undetermined policy, but that it was 
because of the restrictions, the terms of the Battle Act which made it 
impossible to do what they wanted to do. That is not true? 

Mr. De.any. [Security deletion.| The interpretation of the 
provisions of the act permitted the extension of aid. 

(Discussion off the record.) 

Mr. Jupp. We just take too long in our decisions, Mr. Chairman. 
We lose ball games because we move too late. 

Chairman Ricwarps. In connection with that, there has been a 
good bit of confusion in the public mind about restrictions on trade 
with the Soviet bloc. It is a fact that there are three lists, an inter- 
national list, a Battle Act list, a United States list? 

Mr. Detany. That is correct. 

Chairman Ricuarps. Are these lists different? 

Mr. Dextany. Not right now, because when the international list 
was revised in 1954 by a high level decision within our Government, 
the Battle Act list was brought into almost conformity with the 
international list. There is some rearrangement of items and other 
things. 

Generally speaking, the items that appear on the international list 
would appear on the Battle Act list. The same thing is true of our 
— United States list, which is known as the export security 
ist 

Chairman Ricuarps. Have the British made public an embargo 
list which the United States and other governments have refused to 
make public? 

Mr. Deuany. No, sir. 

Chairman Ricuarps. They have not? 

Mr. Detany. No, sir. The United Kingdom has published its 
own national list, the same as the United States has published its own 
national list through the Department of Commerce. 

But the list that is published by the United Kingdom is not the 
international list, and no country which is participating with us, 14 
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other nations, not one of those participating countries, including the 
United States, has made the international list, as a list, public. 

Chairman Ricnarps. Has the publication of any list by Great 
Britain involved any violation of an agreement? 

Mr. Detany. No, sir. 

Chairman Ricuarps. Can you give me a general statement of what 
liberalization of our list has occurred in the past 2 years? 

Mr. Detany. I will be glad to do that, sir. 

If I might, I have a classified statement here, if I may present it. 
I should like, with your permission, to give you first a factual state- 

ment about the 1954 list review and then deal with specific items. 

Mr. Jupp. Is that your general statement? 

Mr. Detany. This is another statement. 

I have appeared before this committee before, sir, and at that time 
I said, in an executive session, that no nation got exactly what it 
wanted in this review—certainly the United States would have pre- 
ferred to keep more items under control—certainly most other par- 
ticipating countries would have preferred to see more items decon- 
trolled. 

But we started the revisions knowing that we were going to have to 
negotiate for a multilaterally accepted list. We knew we would have 
to find an acceptable and workable list if we were to hold the voluntary 
system of international trade controls and preserve the unified cooper- 
ation of the participating countries in this effort. I have on many 
occasions emphasized the fact that the effectiveness of these controls 
depends on this unified voluntary cooperation and that the controls 
cannot be effectively administered bilaterally or unilaterally. 

You know, of course, that the list review was an item-by-item study. 
It was not a package deal. There was a multilaterally agreed set of 
criteria, against which each item was evaluated to determine whether 
it was to be retained under control. Now, of course, in spite of that 
agreement in wordage, there were naturally differing applications of 
these criteria to specific items among the participating countries -based 
on their evaluation as to use and efficiency in a bloc. Hence, it does 
not follow that if the United States evaluation showed an item met 
the criteria, other participating countries placed that same evaluation 
on the same item. Compromises did have to be negotiated and these 
compromises did result in changes which the U nited States, as well 
as other participating countries, would have preferred not to make. 

You will appreciate the rather widely different objectives of the 
participating countries when I tell you that one country wanted to 
control under embargo only as few as 120 items, with no quantitative 
control or watch list. Few countries wanted tighter enforcement 
procedures. Most countries favored a substantially reduced control 
list, and most of them had specific items which they, and not necessar- 
ily the United States, or other nations, believed had lost their strategic 
significance as contributing to the war potential of the bloc. 

It was within that atmosphere, and as I said, within the acceptance 
on the part of the United States and other participating countries 
that the preservation of the voluntary system of multilateral controls 
was essential that the negotiations were conducted. ‘The result shows 
that we kept 170 items under embargo, 26 under quantitative control 
and 63 under watch list and that we did get a tighter system of 
controls. 
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Now, specifically what happened. A review of the revisions will 
show that of the 266 items that were previously under embargo, 82 
remained with no change of definition, 9 were put on the atomic 
energy list, and the munitions list, 73 remained under embargo with 
definition changed, 32 were downgraded and 70 were deleted. Defini- 
tion changes made to make the item more definitive, were in many 
cases to our advantage, since they tended toward better controls, the 
avoidance of administrative errors and variances in interpretations by 
the participating countries. Countries would not agree to broad and 
all-inclusive definitions. 

(Discussion off the record.) 

Mr. Detany. I could go on with these anslyses, and am prepared 
to do so, but I do believe that what I have said will show that this 
action resulted in a net advantage to the free world in expanded peace- 
ful trade, and more effective control of the war potential items. It 
was a move in the best interests of the United States. 

These negotiations were carefully conducted. All the agencies of 
the executive branch of the Government participated and were in 
accord with the final agreement. There-were some differing points 
of view and in some cases, technicians presented points of view that 
were at variance with final decisions. 

Decisions were made after the evaluation of all parts of the prob- 
lem. The review was conducted in classified sessions; all papers in 
this matter are classified, as are the lists which eventuated from the 
revisions. There is an agreed understanding among the participating 
countries that the international list will not be published. It is a 
country’s prerogative within its own sovereign rights to publish its 
own control list of items.- No participating country has, however, 
published the international list. 

Chairman Ricwarps. That is what the British list is? 

Mr. Detany. Yes. But no participating country has ever pub- 
lished the international list. 

After the international list was revised, a high level decision was 
made tha 1952 Battle Act list would be brought into general conformity 
with the international list. The Battle Act lists subsequent to August 
1954, which have been given to the committee, are practically the 
same as the international list. 

Mr. Jupp. Is it proper to ask in what major respects, the British 
list differed from the international list? 

Mr. Deuany. I can give that to you in detail. 

(Discussion off the record.) 

Mr. Jupp. Does our national list differ substantially from the 
international list? 

Mr. Detany. Yes. 

Mr. Jupp. In what respect does ours differ? 

Mr. Detany. By definitions, by arrangement. There are no num- 
bers on the items. 

Mr. Jupp. That is technical. To go to the substance of it, are we 
pa restrictions that are more severe or strict than the international 
ist - 

Mr. Detany. There are additional itams on the United States con- 
trol list. The licensing procedure is within the Department of Com- 
merce. You have seen the recent United States list. that has been 
published indicating a relaxation of certain definite nonstrategic items 
that will not require the licensing procedure. 
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Mr. Jupp. Regardless of the numbers, does the British list contain 
more severe restrictions or less severe restrictions than the interna- 
tional list? 

Mr. Detany. I don’t know what you mean by “restrictions.” 

Mr. Jupp. Are they more tight or less tight? 

Mr. Deuany. Some of the items are identifiable within the British 
Board of Trade list. 

Chairman Ricuarps. Was it a tighter list or not? 

Mr. Dutany. No, sir, it is not tighter in that respect. 

Mr. Jupp. You mean, they are shipping a lot of stuff that the in- 
ternational list 

Mr. Detany. No. 

Mr. Jupp. I don’t get the point, then, of what you have been say- 
ing. 

Mrs. Ketuy. I have one question I would like to ask. As a result 
of this revision, what is the Soviet buying now that it was denied be- 
fore the revision? 

Mr. Vorys. Copper. 

Mr. Detany. One item is copper wire. The trade-in items that 
have been decontrolled, as shown in the figures in my statement, is 
not substantially different. 

Mrs. Ke.uy. Is copper the only one? 

Mr. Detany. Copper wire. That is the only item. 

Mrs. Keutiy. The Soviet is buying that in large quantities? 

Mr. Dexany. Yes. 

Mrs. Ketiy. Then what items did the United States desire main- 
tained on the list on which the United States had to compromise and 


remove from the list? Was it copper? Did you want to maintain 
copper? 

Mr. Detany. Definitely. 

Mrs. Ketity. What else did you want to maintain which you had 
to compromise on? 

Mr. Detany. You can go down the list, and I will be glad to 
discuss them SRennaTTy: I can give you a comment on any item 

ete 


that was completely deleted, and I can give you comments, as I have 
already given you on nickel, aluminum, quartz crystals, on other 
items. 

(Discussion off the record.) 

Mr. Vorys. Will the gentlewoman yield to me? I have to leave in 
a minute. I want to put one question. 

It is a different kind of question, but it seems to me the admiral 
and his group would shed light on it. I am particularly interested 
in the capacity of the Soviets for increased exports, unrequited 
exports of industiral stuff to carry out these agreements for economic 
aid that they are making all over the world. 

I note that their industrial stuff, including the satellites, has gone up 
from 291 million to 476, an increase of 185 million in a year. That is 
exports that they are getting something for. 

What I wondered is, whether you gentlemen could give us an idea 
of the capacity of the Soviets and the satellites to carry out a vast 
naanee of big promises for economic aid to countries all over the 
world. 

Mr. Dexany. I think if you wanted to have complete details on 
that, you would have to go into a discussion with the Intelligence 
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people.” I think that the public has been shown the enormous in- 
crease in the industrial production of the bloc, whether it is steel, 
whether it is electric power, whether it is anything, the potential is 
within the country. 

You have seen the report from the group that went there to study 
automation within the bloc. When they come out and report the 
enormous progress they have seen in automatic machinery, to the tune 
of taking ball-bearing production and running it through the line with 
a single woman attending it, where they take the ball bearing and 
polish it, treat it, do everything to it, wrap it up and put it in a box 
and off it goes. Any concept that the bloc does not have a potential 
for increasing its industrial development, I think, is erroneous. It 
exists. You have seen the statements on her emphasis on general 
industrial machinery. You see by comparison of these charts here 
how she is becoming an importer of raw material and food and an 
exporter of industrial products of her own country. 

Mer. Vorys. Therefore, in general, if you had to make the only 
answer, you would say that they have the capacity to carry out a lot 
of unrequited exports in industrial machinery and the sort of thing 
that is needed to carry out their agreements? 

Mr. Detany. I don’t think there is any question about it. As 
stated in here, 80 percent of her trade is intrabloc trade. Only 20 
percent of the bloc trade goes to the free world now. 

Mr. Vorys. Thank you very much. 

Mrs. Keuty. In other words, as a result of this revision, has the 
Soviet industrial capacity been increased and, naturally, their capacity 
to export? 

Mr. Detany. It is my honest opinion that those items which make 
a significant contribution to the war potential of the bloc are denied to 
the bloc. 

(Discussion off the record.) 

Mrs. Ketty. As a result of this, in any way is it strengthening the 
Soviets’ dollar surplus and balance? Is she getting United States 
dollars? 

Mr. Detany. I think in my statement I point to the fact, it is 
page 4 of the paper, I point to the fact that the exports from Russia 
to the free world in 1955 were 2.3 billion, and the free world exports 
to the bloc were 1.94 billion. Then on page 5 I mention that our 
preliminary figures for 1955 show that the bloc imports from the free 
world were up by 10 percent over 1954 and their exports about 30 
percent. This would give them a more favorable balance than in 
1954, because you will notice the spread between their exports and 
their imports. 

Chairman Ricnarps. We have talked about the different lists and 
the deletions from these lists. How close do these countries abide by 
the international list? 

Mr. Detany. Mr. Chairman, I believe they do abide by it. We 
know that they abide by it, because within the administrative proce- 
dures of the participating countries each country reports to the 
secretariat of the international forum the value of licenses issued on 
every item of the international list. 

Chairman Ricuarps. You have no inspection, of course, but you 
have no reason to believe that those— 
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Mr. Dexany. I do not believe it. I believe that we must have an 
appreciation of the fact that this is a voluatary participation on their 
part. It is not possible within that framework to be demanding to 
the point where they have to simply make reports for reports sake, 
or simply to comply with our request. But they do report. 

Mr. Hays of Arkansas. I may have to leave ina moment. I want 
to revert to what you said about title 2. Did I understand you to say 
that you would supply a list of other exceptions under title 2, similar 
to Ceylon? 

Mr. Detany. No, sir, I don’t think so. 

Mr. Hays of Arkansas, Are there other exceptions, then, that 
have been made by Presidential determination under title 2 that 
have not been filed with the committee? 

Mr. Detany. Those are all filed with the committee. I don’t believe 
there is a Presidential determination within title 2, but this committee 
has been furnished all the determinations by the President under 
title 1, category (B) and those exceptions now total, as I have re- 
pres to the committee in my last report, about $17.7 million. 
Most of those are under prior commitments. 

Mr. Jupp. Mr. Chairman, Mrs. Kelly asked, I think, whether 
these relaxations had contributed substantially to the industrial po- 
tential of the Communist bloc. You answered that you felt they 
hadn’t contributed to its warmaking potential. May we go back to 
the industrial potential? To what extent has it contributed to the 
industrial potential? 

Mr. Detany. May I answer that in a little different way, sir? I 
think that when I was before this committee in 1954, I outlined to 
the committee the fact that there was a new economic defense policy 
in the United States. I think I said, as I have said here before, that 
the policy required us to establish under a new criteria, on a narrower 
basis, control over those items. 

(Discussion off the record.) 

Mr. Detany. Every item on the list was evaluated against those 
criteria, and therefore, to speak to Mrs. Kelly’s question, I think 
the possibility does prevail that by the deletion of some form of an 
item you can say that we may have contributed something to the 
industrial potential. 

Again, I invite your attention to the fact that this review was 
directed specifically toward items that make a significant contribution 
to the bloc, because the conditions have changed to the point where 
the participating countries would not control for control’s sake, that 
this was a game where everybody was calling you, and you had to 
show your hand. If you didn’t have a winning hand, you didn’t win 
a pot on an item. 

Mr. Jupp. You know more about it than anybody else. I would 
like to have your estimate as to roughly how much this relaxation 
has contributed to their industrial potential. I want to know what 
the results have been, 10 percent, 50 percent; give us some idea how 
much this has helped their 

Mr. Detany. May I use the figures in my paper? It is on page 8. 
You will notice this table is labeled, “Exports from COCOM countries 
to the European Soviet bloc of product categories affected by the 
August 1954 Strategic List Revision.” 
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In the first half of 1954, the period before revision, the dollar value 
of the exports by COCOM countries under this heading total $48.5 
million. Now, in the second half of 1954, after revision, they total 
$73.6 million. But please note that of this $25 million increase, 
$18.6 million was in metals and minerals and their manufacture, and 
$5.2 million in transportation equipment. As you know bare copper 
wire was removed from embargo in 1954 and put under surveillance. 
In spite of the United States efforts then and many times since, we 
could not get agreement to hold this part of copper under embargo— 
the increase in the metal category is mostly bare copper wire. In 
the transportation field, the increase during the second half of 1954 
was due to the purchase by the bloc of types of ships which are under 
quantitative control rather than embargo. In the export of electric 
and power generating equipment there was a decrease of $3.7 million 
in the second half of 1954. 

And, on the next page, in the first half of 1955, the total exports of 
these same items were $66 million, a decrease of $7.6 million. 

The export of certain categories of items continue to show an 
increase; general industrial equipment by $2.4 million and metals, 
minerals, and so forth, $2.2 million. The export of transportation 
equipment, on the other hand, is down by $6.8 million and electrical 
and power-generating equipment is down by $3.7 million. Almost 
all the other categories showed a decline. 

Mrs. Ketuiy. To follow that same thinking, in a long-range plan, 
then, would the dollar balance among our own allies be decreased as 
a result of this increase in the Soviet bloc? 

Mr. Detany. I think, generally speaking, the exports from the 
bloc to the European countries are in excess of imports going into 
the bloc. 

Mrs. Ketiy. Would you say that again? 

Mr. Detany. More material, more items, more dollar value is 
exported from the bloc to the European countries than the European 
countries dollar’s value of imports into the Soviet bloc. 

Mrs. Keutiy. Will our allies have less United States dollars in order 
to purchase as a result of this revision? 

Mr. Detany. Are you talking United States trade with our allies? 

Mrs. Kretiy. By any chance is Russia demanding payment in 
dollars? 

Mr. Detany. No. I think it is true to say that the European 
participating countries are very cautious in their credits. 

Mr. Jupp. What do they get paid in? You said that they ship 
more goods to the West than the West ships to them. How does the 
West make up the balance, in pounds sterling? 

Mr. Deuany. Coal, timber, manganese. 

Mrs. Keuiy. Barter? 

Mr. Jupp. But you said there is a deficit, that the West gets more 
from the bloc than the bloc gets from the West. What does the bloc 
take to make up for the gap between the commodities it imports 
from the West and the—— 

Mr. Detany. I would say the bloc bas that credit, the difference 
between its European imports and exports. 

Mr. Jupp. What is the credit in, rubles? 

Mr. Detany. That is the sterling area. 
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Mrs. Ketiy. I want to know if the country with which we are 
trading and giving foreign assistance is lacking the dollar balance as 
a result of the increase of trade by them with the Soviet. 

Mr. Detany. They are not. 

Mrs. Ketuty. I am trying to find out if this has lowered—is it our 
dollar balance which would determine 

Mr. Jupp. What we are asking is, How do the western countries 
satisfy their deficit balance? 

Mr. Dexany. There is no dollar credit involved in this East-West 
trade between Western Europe and the Soviet bloc. 

Mr. Jupp. They are winding up at the end of the year owing the 
Soviets money because the Soviets didn’t buy enough of their goods. 
How do they settle that? 

Mr. Deuany. Frankly, I don’t know. It is sterling credit. I am 
sure of that. United States dollars are not in that. 

Chairman Ricuarps. I thought it would involve the credits of the 
individual countries. 

Mrs. Ketty. If they are owed a certain number of francs it could be 
adjusted by them saying to the French Government ‘‘cut the credit 
in half if you pay your half in American dollars.” 

Mr. Deuany. I am sure that is not a fact. 

Mrs. Ketiy. Could we check? 

Mr. Detany. Yes. 

(The following information was subsequently supplied for the 
record. ) 

To the extent that Soviet bloc sales are made to the United States, payments 
are made by United States purchasers in United States dollars. United. States 
imports from the Soviet bloc amounted to approximately $50 million in 1954 and 
to $65 million in 1955, while United States exports to the bloc amounted to $6.1 
million in 1954 and $7.2 million in 1955. v 

Most of the trade between the bloc and the West (excluding the United States 
and United Kingdom) is carried out under bilateral trade and payments agree- 
ments which set up the possibility of ‘‘swing” credits. These bilateral agreements 
usually provide that trade is to be balanced annually by shipments of commodi- 
ties. However, one party may, during the course of the agreement, import more 
than it exports to the other, up to that stipulated amount known as the “swing.” 
By the end of the period covered by the payments agreement, the ‘‘debtor”’ 
country is supposed to export to the creditor to the extent necessary to balance 
the accounts or make settlements in cash. Frequently, balances are carried, to 
be worked off in the next year’s trade. Where cash settlements are made under 
provisions specified in agreements, these usually refer to payments in Western 
European currencies or pounds sterling. 

Chairman Ricuarps. If our entire exports last year were between 
3 and 4 billion dollars over imports, how do we get the difference? 

Mr. Jupp. We do it by giving them credit, under the foreign-aid 
program. 

Mr. Futron. One example of where they make it up is with Britain 
on gold. Russia has sold gold to Britain. 

Mr. Jupp. The Soviets actually ought to be importing gold to bal- 
ance their international settlements, if they are exporting $100 million 
worth of goods to the Western European countries, and are only im- 
porting $80 million worth of goods. How is that gap of $20 million 
settled? Do those countries have to send Russian dollars, credits, or 
drafts on the bank in New York? : 

Chairman Ricuarps. That is not strictly within your jurisdiction 
is it? 
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Mr. Devany. I can’t answer that. 

Chairman Ricwarps. It could be handled several ways. 

Mr. Jupp. They might keep the amounts on the books and settle 
them the next year. 

Mr. Futtron. When you are looking at trade, it is a two-way street. 
Therefore, we shouldn’t look just to see whether the opposing system 
has received some buildup industrially or for war potential, but we 
should look rather to the proportion or balance between the two sides, 
to find which side the trade built up most. Has the trade. built up 
the European countries and free world countries, or are the opponents 
getting the better of the bargain, looking at the two-way street. 

Could you answer that for us? Which is getting built up most in- 
duatealne the free countries, particularly the European countries, or 
the bloc countries? 

Mr. Detany. I think it is to the advantage of the overall free 
world. 

Mr. Fuutron. Somebody claimed that the free world was getting 
sealskins, caviar and luxuries and the bloc was getting the sinews of 
war and industrial production in exchange. How is the balance on 
type of article? 

Mr. Detany. I think that it was the effort of the trade controls, to 
retain those items that are of significance to their war potential out of 
their trade. 

Mr. Futron. On the commodity controls there is an aim of trying 
to keep a fair balance of industrial goods, is there not, flowing back 
and forth between the two blocs? 

Mr. Dextany. You have seen the discussions on the trade, where 
we say that there are plenty of items off the list that they can buy 
from us if they want to talk about ~ reasing trade. 

Mr. Futron. Isn’t the Soviet’s position right now a high tariff 
position, where they restrict many articles of industrial manufacture 
from coming in without a high tariff being placed on it? 

Mr. Detany. I think everybody will agree the bloc used trade for 
political purposes. 

Mr. Futon. Isn’t there high tariff in the Soviet sphere on many of 
our industrial products; so, they are using economic principles and 
approach in some instances? 

Mr. Dexany. I don’t think so. I think it is completely within the 
will of the Government trade associations to take those items which 
are significant in their political evaluation of the thing. 

Mr. Futron. Could you put a statement in the rec ‘ord then of the 
use of tariffs by the Soviet bloc and the satellites on East-West trade? 
Because I have read just the contrary from what you are saying. 

Mr. Dexany. It is the interpretation of the word ‘“‘tariffs,”’ 
presume. 

(The following information was subsequently supplied for the 
record.) 

Trade in all Soviet bloe countries is conducted exclusively by Government 
trading agencies. Although there is a tariff system, it is not considered to be 
operative or to have any effect on the flow of goods. Because complete discretion 
with respect to imports is centered in Government agencies, it is reasonable to 


assume that they protect their own industries and, in fact, protect the interests 
of the bloe in all respects by the exercise of this authority. 
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Chairman RicHarps. The committee stands adjourned. Thank 
you very much. 

Mr. Dexany. Will you want me to come back? 

Chairman Ricuarps. It is possible. Will you be available? 

Mr. Dexuany. Yes, sir. 

Mr. Futron. Russia now is putting on tariffs to prevent import 
to protect its own industries, which policy is making Russia act 
within the economic sphere as if it were a high-tariff country in some 
instances. 

Mr. Jupp. Russia is trying to protect her infant industries as” we 
did for a century and more. She has become an exporter of manu- 
factured goods and an importer of raw materials, which is what the 
United States has been since World War I. 

Chairman Ricuarps. The committee stands adjourned. 

(Whereupon, at 1:07 p. m., the meeting adjourned.) 
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TUESDAY, MAY 1, 1956 


House or REPRESENTATIVES, 
CoMMITTEE ON ForEIGN AFFAIRS, 
Washington, D. C. 

The committee met, pursuant to call, in room G-3, United States 
Capitol, at 10:48 a. m., Hon. James P. Richards (chairman) presiding. 

Chairman Ricwarps. Gentlemen, we will continue hearings on H. R. 
10082, to amend the Mutual Security Act. 

We have with us this morning Mr. McGuire of Defense, Mr. Leigh 
of Defense, and Mr. Shaw of Defense, and the principal subject of the 
testimony will be offshore procurement. 

Mr. McGuire. That is right. 

Chairman Ricuarps. Do you have a statement that you want to 
make? Let me say this is an executive session. 


STATEMENT OF E. PERKINS McGUIRE, DEPUTY ASSISTANT SEC- 
RETARY FOR INTERNATIONAL SECURITY AFFAIRS, DEPART- 
MENT OF DEFENSE 


Mr. McGuire. I would like to cover, if I could, Mr. Chairman, 
offshore procurement, what we are planning to do, what we have been 
doing. There is another part of this subject that you are interested 
in—the profit factor. Mr. Monroe Leigh, who is here, will testify as 
an expert witness on that subject. 

Chairman Ricuarps. Mr. Leigh will appear on that phase of it? 

Mr. McGutrpe. Yes, sir. 

Chairman Ricuarps. The profit phase? 

Mr. McGutre. Yes. 

Chairman Ricuarps. I have some questions that I would like to 
ask him, 

Mr. McGuire. There are three sources of supply for items included 
in the approved mutual defense assistance materiel program. Some 
of the items can be furnished from supplies on hand in the Army, 
Navy or Air Force. Many of the items come from new production 
in the United States. An appreciable quantity of the items are being 
supplied from procurement in foreign countries. This last is what is 
known as offshore procurement. 

The first offshore procurement orders were placed in fiscal year 1952. 
By the end of fiscal year 1955, a total of $2.8 billion of contracts had 
been let with foreign manufacturers. 

Two billion, seven hundred million dollars of this amount was con- 
tracted in European countries; the balance of $120 million was con- 
tracted in the Far East. As of December 31, 1955, 60 percent of the 
materiel being procured offshore had been delivered ($1.7 billion). 
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Ammunition has been the largest single category of materiel pro- 
cured offshore, with total contracts amounting to approximately $1 
billion. Aircraft and aircraft components and spare parts is the 
second largest category, totaling $465 million. Ships and ship com- 
ponents, valued at $310 million, has been the third most impertant 
category. Other items which have been purchased offshore include 
electronics, combat vehicles, tanks, and artillery, to mention a few. 

For this year, fiscal year 1956, it is expected that offshore procure- 
ment will amount to $110 million. Last year, offshore procurement 
totaled $160 million; 2 years ago, fiscal year 1954, the amount was 
$440 million. As you can see, offshore procurement is declining. 

More than half of the United States offshore orders were contracted 
for in fiscal year 1953 ($1.6 billion), after indigenously financed orders 
had been placed by the other NATO members for a large part of the 
materiel required for the NATO forces buildup. Much of the muni- 
tions production in Europe, therefore, already had been utilized. 

When the large United States orders were superimposed upon 
those already placed by the European countries, proposed delivery 
schedules could be met only by improving production techniques and 
developing additional production capacity. Our OSP orders thus 
resulted in considerable expansion of this production capacity in these 
areas. 

It is estimated, for example, that European capacity for the produc- 
tion of ammunition doubled between 1950 and 1955. Much of this 
improvement must be attributed to the impact of offshore procurement 
of a billion dollars worth of ammunition. 

It has been mentioned that procurement of ammunition offshore 
has involved a “long lead time’’ in the past. It would be more ac- 
curate to refer to this as “long delivery time.” 

The time spread between availability of funds with which to initiate 
contracting and completion of deliveries under the contracts has been 
the result of several factors. 

First, many of the European as well as the Far Eastern contractors 
were unfamiliar with the techniques required to produce ammunition 
to United States specifications, and consequently took an abnormally 
long time to eliminate the bugs from their production processes. 

Second, in a limited number of cases, the special propellants called 
for in the United States specifications were not readily available to 
foreign contractors. No provision was made for an initial supply of 
necessary propellants from the United States, while production 
overseas was being developed. 

Third; in keeping with the points above, most of the contracts were 
made for a 2-year delivery period. 

Fourth, when it became evident that, with smaller OSP programs, 
current contracts would be completed before the country governments 
would be financially able to take over the maintenance of the producing 
plants, instructions were sent to the field to arrange for stretching 
out the delivery schedules, thereby postponing the date when the 
plants would complete their contracts. 

In procuring materiel offshore for its MDA program, the Depart- 
ment of Defense has been primarily concerned in developing and 
utilizing important sources of military supply. 

As byproducts of the process, offshore procurement has given 
impetus to the economies of countries in which orders have been 
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placed, and has made it possible for those countries to earn important 
amon bs of dollar exchange. 

Offshore-procurement contracts have been placed largely through 
negotiation. In most cases there was competitive bidding, however, 
with invitations to bid extended to specific or a limited group of 
countries or firms. It might be said that the contracts have been 
placed under competitive negotiation. 

In all negotiated contracts, price quotations supported by state- 
ments and analyses of estimated cost are solicited from as many 
qualified sources as are deemed necessary by the contracting officer 
to assure full and free competition consistent with the objectives of 
the program. All negotiated OSP contracts are let in accordance 
with applicable laws, the Armed Services Procurement Regulations, 
bilateral agreements. with the foreign governments, and principles 
established by the General Accounting Office. 

Three types of negotiated procurement are in use. The first is 
restricted solicitation, which involves solicitation of bids from selected 
or controlled sources. The second is low-bid matching, which 
involves permitting a selected production source to meet the lowest 
offer received on a particular item or items. 

The third is directed procurement, which involves contracting for 
a specific military item from a selected military source. 

This involves bilateral negotiations with the sources: examples 
include the procurement of Centurian tanks in the United Kingdom, 
the purchase of proprietary types of electronic equipment in Belgium, 
and the purchase of United States-type equipment from the sole 
European licensee of the United States firm which has the proprietary 
interest. 

There are a number of factors which might make it desirable to 
consider other methods than awarding contracts on the basis of the 
lowest acceptable competitive bids. Some of these are, for example: 

(a) Certain geographical areas possessing technical facilities which 
give them pricing advantages are vulnerable to attack by the potential 
enemy. It may be desirable from the military viewpoint to develop 
or improve munitions production in other less exposed geographic 
areas for the purpose of meeting long-range strategic, military and 
logistic objectives. 

(b) The location of a production source in Europe should be corre- 
lated with United States and NATO European lines of communication, 
sources of raw materials in time of war, and labor supply. 

(c) In some cases, supporting a new producer at initially higher 
costs will later pay off in established nhodietion at lower costs. 

(dq) The elimination of unemployment as a means of combating 
communism, can at times be met through directed procurement 
within the framework of a sound production base. 

To achieve these political or economic objectives through directed 
procurement, however, service procurement officers must be so di- 
rected. 

In nearly all instances, OSP materiel has been obtained at prices no 
greater than United States prices plus costs of delivery overseas. On 
the average, OSP contract prices have been lower than United States 
prices. 

Except that both have been concerned with expansion of the mobili- 
zation base, there is no direct connection between offshore procurement 
and the foreign military facilities assistance program. 
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No item of military supply that has been contracted for offshore 
has been scheduled for production using equipment provided under 
the facilities assistance program. 

Early projects under the facilities assistance program were devoted 
to creation of capacity for propellants and explosives that would be 
required in time of war. Standby capacity was sought as an objective. 
None of that capacity has been used in producing for OSP and it is 
specifically agreed that the country will maintain the plant without 
reliance on any followup United States support. 

This fiscal year the Department of Defense is making a special 
effort, in placing contracts for the relatively small ammunition re- 
quirements for the MDA program (approximately $31 million), to 
direct the orders into those plants most in need of business if their 
production capability is to be preserved. 

In order to point tne way for European countries in assuming the 
burden of maintaining the defense production base, United States 
contracts for most of the ammunition being procured this year will be 
placed (1) for only 1 year, and (2) in a given country only if that 
sommery wil agree to place ammunition orders of comparable mag- 
nitude. 

In future years, if a contract is awarded, the United States share 
will be reduced, and host countries will be expected to assume an 
appreciably larger part of the burden of maintaining the facilities. 

By this progressive withdrawal of United States support we plan 
that burden of maintaining these plants will be transferred to the 
foreign countries, as a national responsibility. 

When I speak of maintaining the plants, I am referring to the respon- 
sibility of giving them production orders in order that they may 
operate tne plants. 

It is proposed to follow these policies next fiscal year. Although 
our presentation shows $383.1 million of ammunition included in the 
materiel program for next year, it is estimated that approximately 
$50 million to $75 million will be eligible for OSP. 

The great bulk of the total will come from available United States 
stocks. Some of it is of types not manufactured offshore. In some 
cases the quantities of a particular round are too small to warrant 
overseas contracting. 

Chairman Ricuarps. Mr. Leigh, do you have a statement? 

Mr. Leicu. Yes, Mr. Chairman, I do. 

Chairman Ricuarps. I would like to get the statement before we 
ask questions. Mr. Leigh, will you please state for the information 
of the committee your position and duties? 


STATEMENT OF MONROE LEIGH, ASSISTANT GENERAL COUNSEL 
FOR INTERNATIONAL SECURITY AFFAIRS, DEPARTMENT OF 
DEFENSE 


Mr. Lerten. My name is Monroe Leigh. I am Assistant General 
Counsel of the Department of Defense. I am responsible for giving 
legal services to the Assistant Secretary of Defense for International 
Security Affairs. 

Chairman Ricnarps. Is there any particular phase of offshore 
procurement that you wish to speak to this morning? 

Mr. Letau. Mr. Chairman, | had understood that the committee 
was interested in having a short statement on the so-called no-profits 
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ao So, I had prepared such a statement, which I will be glad 
to read. 

Chairman Ricwarps. How long is your prepared statement? 

Mr. Lereu. It runs about 8 pages. 

A question has been raised as to the no-profits problem in the offshore 
procurement program. As is well known, the offshore procurement 
program of the United States is carried out in the typical case under a 
Memorandum of Understanding. 

This Memorandum of Understanding is an international agreement 
between the United States and the foreign government in question. 
The agreement establishes the general framework within which the 
offshore procurement program is carried out and offshore procurement 
contracts are made under the umbrella of the Memorandum of 
Understanding. 

Each Memorandum of Understanding contains a no-profits clause 
and each, despite textual variations from country to country, is 
intended to confirm the understanding that foreign governments 
should not profit from placement of offshore procurement contracts 
by the United States Government within their respective territories. 

We have negotiated such Memoranda of Understanding in each 
country where there was expected to be a large volume of offshore 
procurement involving contracts between the United States and the 
foreign sovereign as a government. 

The scope of the typical no-profits clause is well illustrated by 
article 16 of the Memorandum of Understanding between the United 
States and Italy, dated March 31, 1954. 

Mr. Chairman, I will omit reading this section because I will 
summarize all of them together later. I would like to insert in the 
record not only the no-profits provision in the Italian agreement 
but also the corresponding no-profits provisions in the agreements 
with the United Kingdom, Greece, France, Belgium, Spain, the Neth- 
erlands, Yugoslavia, Turkey, Luxembourg, Norway, and Denmark. 

Chairman Ricuarps. If there is no objection, that information will 
be placed in the record at this point. 

(The material referred to is as follows:) 


TREATIES AND OTHER INTERNATIONAL ACTS SERIES 3000. 
Dated September 2, 1953 


No-Prorirs CLAUSE IN OFFSHORE PROCUREMENT AGREEMENT WitTH BELGIUM 


On the offshore procurement contracts entered into between the United States 
Government and the Belgian Government, it is understood that no profits, in- 
cluding net gains resulting from fluctuations in exchange rates, will be made by 
the Belgian Government. The Belgian Government agrees to determine, prior 
to December 31, 1954, or on such later dates as may be mutually agreed upon by 
the two Governments, whether it has realized any such profit, in which event, 
or in the event that the United States Government prior to such date considers 
that such profit may have been realized, the Belgian Government agrees that it 
will enter into conversations with the United States Government for the purpose 
of determining the existence and the amount of such profit. During these con- 
versations the United States Government shall have access to such documents 
and accounting data as may be necessary to determine the facts. 

In the computation of profits hereunder, the contracts shall be taken collectively 
and allowances will be made for the increase in costs to the Belgian Government 
Which may have arisen out of the contracts due to a fluctuation of exchange rates. 
If as a result of conversations between the two Governments it is established that 
4 profit has been realized by the Belgian Government, the latter shall refund the 
amount of such profit to the United States Government under arrangements and 
procedures to be agreed upon between the two Governments. 
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No-Prorits CLAUSE IN OFrrFsHORE PROCUREMENT AGREEMENT WITH FRANCE 


Unpublished agreement dated June 12, 1953 


It is understood that no profit of any nature, including net gains resulting from 
fluctuations in exchange rates, will be made by the French Government. The 
French Government agrees to determine whether it has realized any such profit, 
in which event, or in the event that the United States Government considers that 
such profit may have been realized, the French Government agress that it will 
immediately enter into conversations with the United States Government for the 
purpose of determining the existence and the amount of such profit. During 
these conversations it is agreed that the French Government will make available 
such documents and accounting data as may be necessary to determine the facts, 
{n the computation of profits hereunder, the contracts shall be taken collectively. 
If, as a result of conversations between the respective Governments, it is estab- 
lished that profit has been realized by the French Government on such contracts, 
it shall refund the amount of the profit without interest to the United States 
Government under arrangements and procedures to be agreed upon between the 
two Governments. At the request of either Government all fund adjustments 
will be accomplished on complete contracts at the earliest practicable date, but 
this adjustment must be effected on or before December 31, 1955, or such later 
date as may be mutually agreed upon by the two Governments. This article 
shall not be construed as affecting in any manner any profit-refunding provisions 
as may be contained in individual contracts. 


No-PRoFIts CLAUSE IN OFFSHORE PROCUREMENT AGREEMENT WITH DENMARK 
Unpublished agreement dated May 11, 1954 


Agrees that, on offshore procurement contracts entered into between the Gov- 
ernment of the United States and the Government of Denmark, no profits of any 
nature, including net gains resulting from fluctuations in exchange rates, will be 
made by the Government of Denmark; agrees to determine whether it has realized 
any such profit, and in such event, or in the event that the United States Govern- 
ment considers that such profit may have been realized, to enter immediately into 
conversations with the United States Government for the purpose of determining 
the existence and the amount of such profit; agrees that during such conversations 
the United States Government shall have access to such documents and accounting 
data as may be necessary to determine the facts; agrees that in the computation of 
profits hereunder, the contracts shall be taken collectively; agrees that if as a 
result of conversations between the respective Governments it is established that 
profit has been realized by the Danish Government on such contract, it will 
refund the amount of the profit to the United States Government under arrange- 
ments and procedures to be agreed upon by the two Governments; agrees that 
upon the request of either the Government of the United States or the Govern- 
ment of Denmark that a refund adjustment will be accomplished on completed 
contracts at the earliest practicable date, such adjustment to be effected on or 
before December 31, 1954, or such later dates as may be mutually agreed upon by 
the two Governments. Nothing herein shall be construed as affecting in any 
manner any profit-refunding provisions as may be contained in individual 
contracts. 


TREATIES AND OTHER INTERNATIONAL ACTS SERIES 3034 
Dated December 17, 1952 
No-Prorits CLAUSE IN OFFSHORE PROCUREMENT AGREEMENT WiTH GREECE 


In the event that such a contract is entered into by the two Governments, it 
is agreed that no profit of any nature will be made by the Government of Greece. 
It is recognized, however, that even though no allowance for profits is to be in- 
cluded in any contract price quoted by the Government of Greece, a profit may 
be inadvertently realized in the event that expenditures of the Government of 
Greece under the contract prove to be less than the total contract price; therefore, 
the Government of Greece agrees to determine whether it has in fact realized 
any such profit, in which event, or in the event that the United States Government 
considers that such profit may have been realized, the Government of Greece will 
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enter into conversations with the United States Government for the purpose of 
determining the existence and the amount of such profit. During these conversa- 
tions, the United States Government shall have access to such information as may 
be helpful. In the computation of profits hereunder, the government-to-govern- 
ment contracts shall be taken collectively, and net gains and losses resulting from 
fluctuations in exchange rates shall be taken into consideration. If it is estab- 
lished that a profit has in fact been realized by the Government of Greece on such 
contracts, the amount of the profit shall be refunded to the United States Govern-, 
ment under arrangements and procedures to be agreed upon between the two 


governments, Such computation shall cover the period ending December 31, 
1956 and/or such later periods as may be agreed to by the Governments, 


TREATIES AND OTHER INTERNATIONAL ACTS SERIES 3083 


Dated March 31, 1954 
No-Prorits CLAUSE IN OrrsHORE PROCUREMENT AGREEMENT WITH ITALY 


On offshore procurement contracts, it is understood that no profit of any nature, 
including net gains resulting from fluctuations in exchange rates, wil] be made by 
the Government of Italy. The Government of Italy agrees to determine whether 
it has realized any such profit, in which event, or in the event that the United 
States Government considers that such profit may have been realized, the Goy- 
ernment of Italy agrees that it will immediately enter into conversation with the 
United States Government for the purpose of determining the existence and the 
amount of such profit. During these conversations, the Italian Government 
shall furnish the United States Government such documents and accounting 
data as may be necessary to determine the facts. In the computation of profits 
hereunder, the contracts shall be taken collectively. If, as a result of conversa- 
tions between the respective Governments, it is established that profit has been 
realized by the Italian Government on such contracts, it shall refund the amount 
of the profit to the United States Government under arrangements and proce- 
dures to be agreed upon between the two Governments. At the request of either 
Government, a refund adjustment will be accomplished on completed contracts 
at the earliest practicable date, but this adjustment must be effected on or before 
December 31, 1955, or such later dates as may be mutually agreed upon by the 
two Governments. This article shall not be construed as affecting in any manner 
any profit refunding provisions as may be contained in individual contracts. 


No-ProFits CLAUSE IN OFFSHORE PROCUREMENT AGREEMENT Wi1TH LUXEMBOURG 
Unpublished agreement, dated April 17, 1954 


On offshore procurement contracts entered into between the Government of 
the United States of America and the Government of Luxembourg, it is under- 
stood that no profit of any nature, including net gains resulting from fluctuations 
in exchange rates, will be made by the Government of Luxembourg. The Govern- 
ment of Luxembourg agrees to determine whether it has realized any such profit, 
in which event, or in the event that the Government of the United States of 
(merica considers that such profit may have been realized, the Government of 
Luxembourg agrees that it will immediately enter into conversations with the 
Government of the United States of America for the purpose of determining 
the existence and the amount of such profit. During these conversations, the 
Government of the United States of America shall have access to such documents 
and accounting data as may be necessary to determine the facts. In the com- 
putation of profits hereunder, the contracts shall be taken collectively. If, as 
a result of conversations between the respective Governments, it is established 
that profit has been realized by the Government of Luxembourg on such contracts 
it shall refund the amount of the profit to the Government of the United States 
of America under arrangements and procedures to be agreed upon between the 
two Governments, At the request of either Government, a refund adjustment 
will be accomplished on completed contracts at the earliest possible date, but 
this adjustment must be effected on or before December 31, 1955, or such later 
dates as may be mutually agreed upon by the two Governments. This article 
shall not be construed as affecting in any manner any profit refunding provisions 
as may be contained in individual contracts. 
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TREATIES AND OTHER INTERNATIONAL ACTS SERIES 3069 
Dated April 15, 1954 


No-Prorirs CLAUSE IN OFFSHORE PROCUREMENT AGREEMENT WITH THE 
NETHERLANDS 


On offshore procurement contracts entered into between the United States 
Government and the Netherlands Government, it is intended that no profit of 
any nature, including net gains resulting from fluctuations in exchange rates, will 
be made by the Netherlands Government. The Netherlands Government agrees 
to determine, prior to December 31, 1954, or at such later date as may be mutually 
agreed by the Governments, whether it has realized any such profit, in which 
event, or in the event that the United States Government prior to such date 
considers that such profit may have been realized, the Netherlands Government 
agrees that it will immediately enter into conversations with the Government of 
the United States for the purpose of determining the existence and the amount of 
such profit. During these conversations the United States Government shall have 
access to such documents and accounting data as may be necessary to determine 
the facts. In the computation of profits hereunder, the contracts shall be taken 
collectively, and allowances will be made for the increases in costs to the Nether- 
lands Government which may have arisen out of the contracts due to a fluctuation 
of exchange rates. If as a result of conversations between the respective Govern- 
ments it is established that a collective net profit has been realized by the Nether- 
lands Government, it shall refund the amount of such profit to the United States 
Government under arrangements and procedures to be agreed upon between the 
two Governments. 

This article shall not be construed as affecting in any manner such profit re- 
funding provisions as may be contained in individual contracts. 


{Security deletion.] 


TREATIES AND OTHER INTERNATIONAL ACTS SERIES 3094 
Dated 30 July, 1954 
No-Prorits CLAUSE IN OFFSHORE PROCUREMENT AGREEMENT WITH SPAIN 


On offshore procurement contracts, it is understood that no profit of any nature, 
including net gains resulting from fluctuations in exchange rates, will be made by 
the Government of Spain. The Government of Spain agrees to determine 
whether it has realized any such profit, in which event, or in the event that the 
United States Government considers that such profit may have been realized, the 
Government of Spain agrees that it will immediately enter into conversations with 
the United States Government for the purpose of determining the existence 
and the amount of such profit. During these conversations, the Spanish Govern- 
ment shall make available such documents and accounting data as may be neces- 
sary to determine the facts. In the computation of profits hereunder, the con- 
tracts shall be taken collectively. If, as a result of conversations between the 
respective Governments, it is established that profit has been realized by the 
Spanish Government on such contracts it shall refund the amount of the profit 
to the United States Government under arrangements and procedures to be agreed 
upon between the two Governments. At the request of either Government, a 
refund adjustment will be accomplished on completed contracts at the earliest 
practicable date, but this adjustment must be effected on or before December 31, 
1956, or such later dates as may be mutually agreed upon by the two Govern- 
ments. This article shall not be construed as affecting in any manner any profit 
refunding provisions as may be contained in individual contracts. 


No-Prorits CLAusE 1N OFFSHORE PROCUREMENT AGREEMENT WitTH TURKEY 
Unpublished agreement dated June 29, 1955 


On offshore procurement contracts, it is understood that no profit of any 
nature, including net gains resulting from fluctuations in exchange rates, wil! 
be made by the Turkish Government. Tne Turkish Government agrees to 
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determine whether it has realized any such profit, in which event, or in the event 
that the United States Government considers that such profit may have been 
realized, the Turkish Government agrees that it will immediately enter into 
conversations with the United States Government for the purpose of determining 
the existence and the amount of such profit. During these conversations, the 
Turkish Government shall furnish the United States Government such infor- 
mation as may be necessary to determine the facts. In the computation of 
profits hereunder, the contracts shall be taken collectively. If, as a result of 
conversations between the respective Governments, it is established that profit 
has been realized by the Turkish Government on such contraets, it shall refund 
the amount of the profit to the United States Government under arrangements 
and procedures to be agreed upon between the two Governments. At the re- 
quest of either Government, a refund adjustment will be accomplished on com- 
pleted contracts at the earliest practicable date, but this adjustment must be 
effected on or before December 31, 1956, or such later dates as may be mutually 
agreed upon by the two Governments. This article shall not be construed as 
affecting in any manner any profit refunding provisions as may be contained in 
individual contracts. 


[Security deletion.] 


No-PRoFits CLAUSE IN OFFSHORE PROCUERMENT AGREEMENT WITH YUGOSLAVIA 
Unpublished agresment dated October 18, 1954 


The Government of the FPRY disclaims, under the terms of this agreement? 
any and all participation in the profits accruing from any offshore procurement 
contract placed in Yugoslavia, including net gains resulting from fluctuations in 
currency exchange rates. The Government of Yugoslavia agrees to determine 
whether it has realized any such profit, in which event or in the event that the 
United States considers that such profit may have been realized, the Government 
of Yugoslavia agrees that it will immediately enter into conversation with the 
United States Government for the purpose of determining the existence and the 
amount of such profit. During these conversations, the Yugoslav Government 
shall furnish the United States Government such documents and accounting 
data as may be necessary to determine the facts. In the computation of profits 
hereunder, the contracts shall be taken collectively. If as a result of conversa- 
tions between the respective Governments it is established that profit has been 
realized by the Yugoslav Government on such contracts, it shall refund the 
amount of the profit to the United States Government under arrangements and 
procedures to be agreed upon between the two Governments. A refund adjust- 
ment will be accomplished on completed contracts at the earliest practicable date, 
but an initial adjustment will be effected and the refund, if any, made covering 
the period ending December 31, 1956. Periodic adjustments and refunds will 
be made for subsequent periods at such later dates as may be mutually agreed 
upon by the two Governments. This article shall not be construed as affecting 
in any manner any special profit refunding or price revision provisions as may be 
contained in individual contracts. 

With respect to any offshore procurement contract as to which the Government 
of Yugoslavia places a subcontract with an enterprise, if the cost to the Govern- 
ment of Yugoslavia of subcontracting is less than the total amount paid by the 
United States Government to Yugoslavia under the prime contract, the difference 
between the two amounts would be profit subject to refund. To the extent that 
the Government of Yugoslavia does not subcontract an offshore procurement 
contract but performs it directly, then irrespective of whether or not it makes 
use of a government department or agency for such performance the entire 
difference between the cost of performing the contract and the amount paid 
by the United States Government would be refundable profit. 


Mr. Letcu. The agreements with the United Kingdom and Norway 
have been classified at the request of the foreign government. 
_ I will also insert in the record a copy of the no-profits clause included 
in the text of the memorandum of understanding between this country 
and Germany, although this memorandum is not yet in force. 

(The material referred to is as follows:) 





644 MUTUAL SECURITY ACT OF 1956 


No-Prorits CLAUSE IN OFFSHORE PROCUREMENT AGREEMENT WITH GERMANY 
Unpublished agreement dated March 4, 1955 


On offshore-procurement contracts it is understood that no identifiable profit 
of any nature, including net gains resulting from fluctuations in exchange rates, 
shall be retained by the Government of the Federal Republic. The Government 
of the Federal Republic agrees to determine whether any such profit has been 
realized, in which event, or in the event that the Government of the United States 
considers that such profit may have been realized, the Government of the Federal 
Republic agrees that it shall immediately enter into conversations with the 
Government of the United States for the purpose of determining the existence 
and the amount of such profit. During these conversations the United States 
representatives shall have access to such documents and accounting data as may 
be necessary to determine the facts. In the computation of net profits hereunder, 
the contracts shall be taken collectively, and total net losses under all contracts 
may be offset against total net profits under all contracts. If, as a result of con- 
versations between the two Governments, it is established that profit has been 
realized by the Government of the Federal Republic on such contracts, it shall 
refund the amount of the profit to the Government of the United States under 
arrangements and procedure to be agreed upon between the two Governments. 
At the request of either Government, a refund adjustment shall be accomplished 
on completed contracts at the earliest practicable date, but this adjustment 
must be effected by the end of the year following the calendar year in which the 
contract concerned is completed. This article shall not be construed as affecting 
in any manner any profit-refunding provisions as may be contained in individual 
contracts. It is understood that there is in effect in the Federal territory legisla- 
tion equivalent to the United States Renegotiation Act of 1951. 

(Not yet in force.) 


Mr. Letau. Now, I said I would undertake to summarize what 
the provisions are. 

Chairman RicHarps. I don’t see why the agreements can’t be put 
in the open record. 


Mr. Leiau. IJ think this is a question on which the State Depart- 
ment would be better equipped to speak than we are. I only know 
that the foreign governments did request they be kept on some 
classified basis. 

Chairman Ricuarps. The essence of the agreement is that there 
will be no profits by the government concerned. That is about all; 
isn’t it? 

Mr. Lertcu. You are distinguishing between the agreement as a 
whole and the no-profits clause? 

Chairman Ricuarps. Yes. 

Mr. Leteu. I will look into that and see if they could declassify 
the no-profits clause in all cases. 

With slight variations in language the offshore procurement agree- 
ments entered into thus far contain—with 1 or 2 exceptions—the 
following common provisions: 

1. It is understood that no profits will be made by the foreign 
government. 

2. The word “profits” is defined as including net gains resulting 
from fluctuations in exchange rates. 

3. In computing profits the contracts are to be taken collectively. 

4. The foreign government agrees to determine (by a specified or 
mutually agreed date under the Belgian and Netherlands agreements) 
whether it has realized any such profit. 

If the foreign government determines that a profit has been realized, 
it"agrees to enter into conversations with the United States Govern- 
ment for the purpose of determining the existence and amount of such 
profit. 





sify 


ree- 
the 


ign 
ting 


ely. 
1 or 
nts) 
zed, 
ern- 
such 


MUTUAL SECURITY ACT OF 1956 645 


5. Likewise, the foreign government agrees to enter into such con- 
versations in the event that the United States Government considers 
that such profits may have been realized. 

6. It is understood that the United States shall have access to such 
documents and accounting data as may be necessary to determine the 
facts. 

7. If, as a result of such conversations, it is established that the 
foreign government has realized a profit, the amount of such profit 
shall be refunded to the United States Government under arrange- 
ments and procedures to be mutually agreed. 

8. [Security deletion.] Finally, the no-profits clauses provide that 
they shall not be construed as affecting in any manner no-profit pro- 
visions which may be contained in individual contracts. There are 
many such provisions in individual contracts. 

(Discussion off the record.) 

Chairman Ricuarps. The real question is not whether you have a 
good contract with the government, I am not kicking on the kind of 
agreement we have, I am just asking whether you are following this 
thing up to see if they are making these profits. Mr. Chiperfield. 

Mr. CuHIPERFIELD. I have no questions. 

Chairman Ricuarps. Mr. Gordon. 

Mr. Gorpon. No questions, Mr. Chairman. 

Chairman Ricuarps. Mr. Vorys. 

Mr. Vorys. On this matter of profit, I thought, Mr. Leigh, that in 
the typical contract with the government which you read to us, 
profit was defined as amounts made through exchange fluctuations. 

Mr. Leieu. That was only one of the ways in which profits might 
have been. Perhaps the most obvious way, obviously, if the govern- 
ment controls the exchange rate, it is in a position to control profits. 

Mr. Vorys. I appreciate that. I was merely trying to follow it as 
you read it. I thought that was the definition of profit. If it was, 
it would then make a limited definition of profit which would permit 
the kind of thing that the chairman has been referring to. That is 
the way it impressed me as you read it. Here is what you read: 
“2. The word profits is defined as including net gains resulting from 
fluctuations in exchange rates.”’ 

Mr. Letcu. We have considered that carefully and decided that 
we are not restricted to a limited definition of that sort. We think 
the word ‘profits’? contemplates a much broader interpretation. 

(Discussion off the record.) 

Mr. Vorys. It sounded to me as if what you read is the typical 
contract. 

Mr. Lertcu. Perhaps this sentence in the Italian—— 

Mr. Vorys. Not necessarily from one particular one. I want the 
general or typical provision. 

Mr. Leteu. Perhaps I should have given some of the text on this 
point, because it is a crucial one. In the Italian agreement it states: 

On offshore procurement contracts, it is understood that no profit of any 


nature, including net gains resulting from fluctuations in exchange rates, will be 
made by the Government of Italy. 


Mr. Vorys. That certainly is sweeping enough. 

I am confused on this offshore production of ammunition. Mr. 
McGuire, at the end of your statement you said, “Our presentation 
shows $383.1 million of ammunition included in the materiel program 
for next year.” 
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In the presentation, the figures on the chart that you gave us the 
other day, it was 232, with expenditures estimated of $32 million in 
fiscal year 1958 and $200 million in 1959. 

Where have I missed on the figures? 

Mr. McGuire. Let me see if | can explain it this way, Mr. Vorys. 
I think I understand your confusion.. The figure I was referring to 
in this paper is the amount of ammunition that we have tentatively 
included in our illustrative program that is before you in 1957 for 
ammunition worldwide. 

Mr. Vorys. You are talking about requested appropriations. 
Would that be the difference? 

Mr. McGuire. Yes. One is what we have planned in 1957; the 
other reflects the consolidation of the backlog and the timing of the 
deliveries. 

Mr. Vorys. In any case, we find in fiscal year 1959 a couple of 
hundred million production—— 

Mr. Aparr. I wonder if the gentleman would speak a little louder? 
From this end of the table I have difficulty in following. 

Mr. McGurre. Are you referring to me? 

Mr. Aparr. Both you and John. 

Mr. Vorys. Maybe it is not worth following. 

Mr. Aparr. I am interested in it, John. That is the reason [ 
would like to follow it. 

Mr. Vorys. In any case, going back again to your statement, you 
said, “It has been mentioned that there is a long-lead time in ammuni- 
tion in the past.”” It was mentioned by you earlier in our hearings 
that there would be a long-lead tame in ammunition in the future. 
You have $381 million for this year and $200 million for 1959. That 
is most discouraging to me on what I hoped could be the result of 
offshore production and facilities assistance on ammunition. 

Mr. McGuire. I think I can explain that. 

Mr. Vorys. I am also astounded to have you say that there is no 
direct connection between offshore procurement and the military 
facilities assistance program. 

The facilities assistance program was presented to us as being, as 
you say, devoted to creation of capacity for propellants and explo- 
sives. You say here that standby capacity was sought but we. also 
understood that to have standby capacity you should have a produc- 
tion line in operation. If you train a man and put him in the Reserve, 
he isn’t very, able to act as a standby unless he is in constant training. 
Standby capacity requires some sort of production going on. 

Mr. McGutre. That is correct. I think I can clarify that for you, 
Mr. Vorys. In one of the presentations that was made last week on 
facilities assistance, the question did arise as to whether it was offshore 
procurement and where it differed. 

Your facilities assistance programs, as such, do not deal with the 
same type of thing necessarily as the offshore procurement. For 
example, the facilities assistance program does not contain ammuni- 
tion plants as such, that is, the finished article. [Security deletion.] 
One of the basic objectives for which these plants were set up is that 
there would be the standby capacity required if we went to war. 
That was the production capacity that was sought. 

For the most part, the facilities assistance program plants have not 
come into existence. It was not an attempt to confuse, but rather to 
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clarify, that there was no association, which I think had been brought 
out and misunderstood in some other meeting. 

Mr. Vorys. There has been about $100 million expended for 
ammunition plants? 

Mr. McGuire. That is right. I am not sure of the exact figure. 
[ could check that for you if you want me to. 

Mr. Vorys. It was 84. I don’t know if this was all for 1950 to 1956 
for facilities assistance. 

Twenty million dollars was spent in fiscal year 1956; eighty-five 
million dollars plus for 1950 to 1956. I am reading from this book 
here. I am asking not just you, but the members of the presentation 
team these questions. It isn’t very helpful when we have a room full 
of experts to be told last week that we are going to hear about it this 
week, and this week that we should have heard about it last week. 

We have put a billion dollars and more into providing for the 
offshore procurement of ammunition. We don’t follow ordinary 
economic practices because of reasons mentioned today by Mr. 
McGuire, that for one thing— 
supporting a new producer at initially higher costs will later pay off in estab- 
lished production at lower costs. 

T was one who attempted to keep all offshore procurement out of 
our fiscal year 1949 bill because of the risk of sabotage and capture 
in case of war. I have been overruled. The argument for it was 
that we were going to have not merely a production base but actual 
production over there. So this was one of the things that when 
— got ready and got equipmeat that they could produce for them- 
selves. 

Can you tell me, for instance, can somebody tell me how much of 
their ammunition production they are producing now? 

Mr. McGuire. Are you referring, Mr. Vorys, to the facilities assist- 
ance program plants? 

Mr. Vorys. I make no distinction whatsoever in my mind between 
facilities assistance production on ammunition and offshore produc- 
tion in ammunition. They are both offshore. They are both for 
assisting facilities. The fact that somebody besides myself has planned 
to run these in watertight compartments doesn’t excuse those who 
are presenting this matter from answering these questions that I am 
asking right now. 

Mr. McGuire. I am trying to answer them, sir. To go back where 
we started, on the facilities assistance program, through 1956 there 
was $84 million that was appropriated for that program. “The expendi- 
tures that have been paid out against that are approximately $500 
million. Part of the agreement in the facilities assistance program 

Mr. Vorys. That is doing pretty well, if you can get $500 million 
out of $84 million. 

Mr. McGuire. $500,000. I beg your pardon. The condition was 
that the plant would have to start in production before we would 
make payments on it. 

The facilities assistance contracts that were let for these plants were 
to provide equipment for manufacture of components for ammunition, 
whereas the offshore procurement contracts we placed were for the 
finished article. It was the thought in the original concept of facilities 
assistance, I believe, that we should help increase production 
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capability. [Security deletion.] The reason I put that in there was 
to help clarify it. If I confused you, I am sorry. That was not my 
intention. 

When we talk offshore procurement in the broad term, we are 
certainly talking about facilities assistance. There is no question 
about that. It is contracting we are doing in those areas. But it 
was in an attempt to clarify, that one was plant capacity and the other 
was the product that we were buying. 

Mr. Vorys. Put it this way. After putting over a billion dollars 
into offshore procurement, designed not only to get ammunition but to 
prepare to get ammunition, we find that we have in this program 
$383 million in here this year that we are paying for, including, as | 
now get it, $232 million of new money for ammunition delivery in 
fiscal 1959. 

Let me just ask you this. Let’s see who is confused. 

During this period that we put in $383 million into ammunition, 
how much do our allies put into ammunition? How much are they 
going to produce out of these facilities? 

Mr. McGuire. I don’t think I can answer your question at this 
minute as to what the total capacity of our allies would be. But I 
would like to point this out to you, Mr. Vorys. I think it might be 
helpful. 

Chairman RicHarps. Just one minute. I wanted to say to the 
committee that the nature of these questions normally go beyond 
the 5-minute rule. I am not going to hold anybody to 5 minutes. 
I think those things ought to be brought out. I am not going to cut 
you off. I think we ought to go into them. 

Mr. McGuire. We estimate we will put in between $50 and $75 
million on ammunition contracts and the like in offshore procure- 
ment during fiscal year 1957. That is an estimated figure. It was 
$110 million last year. We are injecting into this thing something 
that I think is important, and I think you will be in agreement with 
it. We believe, at least I do, that the responsibility for these offshore 
plants that are making ammunition, largely private plants, that the 
maintenance of production in those plants is a national responsibility. 

Mr. Vorys. Responsibility of the other nation? 

Mr. McGuire. That isright. What I am trying to do is encourage 
these people to assume responsibility for continued production 
when they run out of OSP contracts. The reason the OSP contracts 
are down to $110 million this year, is, in part, because we put this 
thing into operation last fall. 

We say to them, ‘Well, you have a value as a production base. 
We recognize that. To some degree we are responsible that you have 
built up part of this base.” You can’t get them to take the complete 
responsibility tomorrow morning. There are all kinds of reasons why 
they can’t do that, budgets of their own country, and so forth. 

Mr. Vorys. I am not talking about taking it over tomorrow 
morning. We are talking about a program that started in fiscal 1952. 

Mr. McGuire. Mr. Vorys, I will try to cover that point for you. 
The part that was started in fiscal 1952, the fact of the matter is we 
spent this money in offshore procurement and we gave contracts to 
these plants. The contracts have stretched out. Now that the 
contracts are running out, I am taking the position that we will not 
renew the contracts for long periods of time, that the maximum we 
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will renew for is 1 year. That is the first point. I believe that cuts 
down this lead time on ammunition in that degree. 

The second is that if we renew the contract they must agree to try 
to match us in an equivalent amount. I am not trying to hold that 
to an exact equivalent. There could be some variation, depending 
on the economic capabilities of the country. 

As a third condition, if we do give them this 1-year contract, they 

must agree on a bilateral basis with the country (this is the first. time 
that this has been i injected into some of these matters) that if there 
is to be another contract beyond that point the country will assume 
two-thirds of the responsibility for the production and that, if it is 
to be renewed a third time, the country will take over the entire 
responsibility. 

What I am trying to do is to get this responsibility off our back. 

I recognize the value of the mobilization base that we have estab- 
lished. We have worked with these people and encouraged them to 
establish it. Now I think we have to get them into the frame of 
mind in which they recognize this is their country’s responsibility and 
not the responsibility of the United States Government. 

I think it is a good step forward and we have met with considerable 
acceptance of it. There are going to be some people who are going 
to oppose it more than others. I think if we can get it started, the 
others will accept it as a principle and policy, unless they have ex- 
tremely valid reasons from an economic point of view as to why they 
can’t do it. 

My own feeling is that I think it should be related to defense 
requirements, not to economic or political alone. In addition, if a 
country says, “Well, we don’t want to match it. We can’t afford to 
do it. Our budgets won’t allow us at the moment,’ and we think 
they should, then we say, “Fine. We have a lot of plants in this 
country that have been shut down. We will agree to help you shut 
this plant down, put it on a standby basis, thereby protecting the 
mobilization base.’’ And I think you will agree with me that it is a 
large step forward in the philosophy of this thing, in letting them 
know that this is not something we are going to assume the responsi- 
bility for forever. 

That is why our estimate for offshore procurement has been cut 
considerably from what it has been. I am hopeful that eventually 
we can be freed from the responsibility of offshore procurement, 
except where it meets our own requirements 100 percent. 

You must go back to the initial stages of this. A good deal of the 
offshore procurement program was generated in the time of the 
Korean conflict when we had great needs for ammunition from our 
own lines over here, and we utilized some of those lines over there to 
supplement our needs. 

Mr. Aparr. Would you yield at that point? 

Mr. Vorys. Yes. 

Mr. Aparr. Mr. McGuire, I am not clear on one figure. You may 
have mentioned it and I may have missed it. At the bottom of the 
first page of your statement you are quoting some figures for previous 
years of expenditures for offshore procurement. You point out that 
for fiscal 1956 the amount is expected to be $110 million. What do 
you expect the corresponding figure to be for fiscal 1957? 

Mr. McGuire. Somewhere between $50 million to $75 million, 
and that is just a rough guess at the moment. 
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Mr. Apatrr. I understood it was a rough guess, but I hadn’t heard 
the figure. 

Mr. McGuire. What I am trying to do is get this figure down as 
low as possible, because the requirements are going to diminish. 

(Discussion off the record.) 

Mr. McGutre. I did not mention this, Mr. Vorys, but I think I had 
better. Obviously one of the first requirements is that we have a 
specific requirement for the ammunition. After first screening our 
own services to be sure there are no surpluses we can use, We consider 
the offshore plant. 

Mr. Vorys. It was hoped that the offshore procurement was going 
to take up the load on furnishing a production base and production 
for other countries. 

The $60 million, or whatever it is, for offshore procurement doesn’t 
strike me as particularly small, but the $200 million in 1959 strikes 
me as particularly large. So, it looks to me as if—as the chairman 
said earlier, we are not building toward a military base so they can 
go ahead and maintain it themselves, but this military end of it is a 
form of economic aid indefinitely. 

Mr. McGutre. The thing I am trying to prevent happening here is 
just that. I don’t believe it should be a form of economic aid. 

Mr. Vorys. You haven’t prevented it happening until 1959, 
because you have in here a couple of hundred million for ammunition 
for 1959. 

Mr. McGuire. We have ammunition, sir; but I don’t believe it is 
ammunition necessarily for offshore; am I correct in that? 

Mr. Vorys. I don’t know. 

Mr. McGuire. We are addressing ourselves to the offshore problem 
of procurement. We are trying to do exactly what you are talking 
about; namely to avoid an obligation to keep these plants humming. 
We will keep the plants in production only as it meets our require- 
ments. I am trying to get them to agree—and we are having success 
with it—that it is a national responsibility, that it is for their own 
good, and that if they are to be strong and healthy they have to have 
production capability. 

I personally see no reason why, if there is no requirement for a 
plant, that they shouldn’t do what we have done in similar cases, 
namely shut them down and put them on a standby basis. 

Colonel Critz has one thing that he would like to add. 


STATEMENT OF COL. H. H. CRITZ, OFFICE OF PROGRAMING AND 
CONTROL, OFFICE OF ASSISTANT SECRETARY FOR INTER- 
NATIONAL SECURITY AFFAIRS, DEPARTMENT OF DEFENSE 


Colonel Crirz. Just to add to the question you asked earlier, Mr. 
Vorys, what are they doing themselves? 

In this particular year, as Mr. McGuire mentioned, we are spending 
only approximately $31 million for ammunition itself. The countries 
themselves in Europe are spending over $200 million for ammunition 
for their own requirements. This gives an indication that the load is 
shifting and is not entirely on our back. 

Mr. Vorys. The $200 million—I am glad to get that figure, but we 
are spending $383 million. 

Colonel Crirz. Not offshore. 





MUTUAL SECURITY ACT OF 1956 651 


Mr. Vorys. It is ammunition. 

Mr. McGuire. That is right. Most of that, sir, will come from 
our own stocks from the United States. 

Mr. Vorys. It comes out of the United States pocket? 

Mr. McGuire. Yes. 

Mr. Vorys. After we thought we had a base built where we were 
not going to have to pay so much for ammunition for these countries, 
because they would start producing it for themselves. 

It is true that this is offshore procurement morning, but this is also 
taxpayers’ morning. Each morning is for us. The problem is: We 
furnish the weapons. Then we furnished the initial ammunition to 
start the program years ago. Then we are going to have offshore 
procurement of ammunition, not merely for temporary purposes, but 
since we are going to build the plants over there, run the risk of their 
being sabotaged and overrun, we want them to be able to produce 
ammunition for their own use. We find we have $383 million that we 
are spending on ammunition, in the current year. 

Mr. McGuire. You are correct, Mr. Vorys. I would like to point 
out to you that as we get these people to take over these plants and 
assume the responsibility for matching our orders, they in turn are 
going to have to support out of their own pocketbooks, if you will, re- 
quirements that will in turn be deducted from their gross requirements 
thereby reducing the ammunition we will have to supply them. That 
is One way to get at the figure you are talking about, and to keep the 
program going downhill instead of being as high as it is. 

Chairman Ricuarps. In that connection, does this furnishing am- 
munition produced in this country help us keep our own facilities 
in operation or does it strain our capacity? 

Mr. McGutre. I think it does help us. 

Chairman RicHarps. The question may arise as to whether it might 
not be ‘better to keep our plants going by placing additional orders 
here rather than keep them on a standby basis over there. 

Mr. McGuire. Obviously, that is one of the considerations that I 
have in the back of my mind. I believe in looking at my own 
situation—— 

Chairman Ricuarps. Do you need to place orders in the United 
States to keep our plants manufacturing ammunition going? 

Mr. McGutre. No; that isn’t the premise on which we started out, 
Mr. Richards. I am talking about the requirements that the services 
have developed through the MAAG’s as to how much ammunition 
these countries will use. That is not the total requirement, Mr. 
Vorys, that these countries will need worldwide. There is also the 
ammunition that they are buying themselves, which is a substantial 
amount. The two together comprise the total requirements. 

Unfortunately, ammunition is one of the things that they use 
durjpg training. It is not a capital investment. 

Mr. Jupp. Mr. Chairman, I still can’t figure why out of this figure 
of $383 million that we are going to have to spend for ammunition for 
these forces that they are building up overseas, only 50 to 75 million 
dollars of it will be eligible for OSP. Is that all they could produce? 

Mr. McGuire. No, sir. 

Mr. Jupp. If we give them only 75 out of 383, it means we keep 308. 
Why should we be spending 308 million for ammunition here if the 
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offshore procurement program was to give them a capacity to produce 
adequate ammunition for themselves? 

I can’t see why we wouldn’t spend more of it there, even if we are 
going to spend our own money for their ammunition. I would think 
we would put more of our money into that offshore procurement. 
Actually, I don’t see why we have to spend $383 million for ammuni- 
tion for those forees, after we build up the plants to enable them to 
produce their own ammunition. Why can’t they produce their own 
ammunition? 75 out of 383 is only 20 percent of the ammunition 
they will use. They are not willing to spend their money for it? 

Mr. McGuire. I think that is part of it, yes. But they have only 
so much in their defense budgets apparently that they are able to 
spend at the moment. If you put the ammunition in there, something 
else must go out. I think that in good part is the answer. 

Mr. Jupp. My question had two parts. One is why they can’t 
spend more of their own money, or can’t finance more of their produc- 
tion. We built the plants. Why can’t they finance the production 
of more ammunition out of those plants? 

The other is why if we are going to put in $383 million, that we 
wouldn’t spend more than 20 percent of it in those plants over there, 
because you say we can get it more cheaply there than here. 

Mr. McGutre. I would like to answer your two questions. First of 
all, I think you must give consideration as to where this ammunition 
goes. For instance, Korea. Korea is not an ammunition manu- 
facturing country. Taiwan has only a small capacity. A substantial 
amount of this ammunition goes to countries that of necessity do not 
have the production capability. That is one factor. 

The second one, as to why we don’t give all of this offshore, I think 
we first have our own country to think about, t; ng in with contracts 
we have over here with our own services. We also, as I stated, screen 
very carefully the service inventories to be sure that they haven’t 
gotten too high. 

Ammunition is a thing that can fluctuate up and down. It is hard 
to judge. I have considered it proper that we first screen the services, 
take the money that the United States Government has already spent 
and use that ammunition first. 

Mr. Jupp. What it means is that the 80 percent that is to be spent 
in this country is used to buy ammunition from our own armed serv- 
ices. [Security deletion.] 

Mr. McGuire. There is no question about that. How much, | 
don’t know. 

Mr. Jupp. During the Korean war we built up stocks—I don’t 
know when we built them up, because even a little over a year ago, 
when Formosa was threatened, we were advised that we were short on 
ammunition. I don’t know where the stocks have come from in the 
last 12 months that we would buy from in order to ship abroad, to 
keep the stocks from deteriorating. Maybe I am cockeyed on this. 
But the thing doesn’t come clear. The chairman, Mr. Vorys, and | 
still don’t understand it. Maybe I am obtuse. 

Chairman Ricwarps. If the gentleman will yield. Does most of 
this money go for ammunition or is it for long lead-time articles? 
You don’t need any long lead time in ammunition, if we have already 
spent all this money on ‘building facilities? 

Mr. McGuire. That is right. 
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Mr. Vorys. Wait a minute. That isn’t what you have said pre- 
viously. 

Chairman Ricwarps. That is what I want to know. Out of this 
money, how much goes to short lead-time and to long lead-time items? 
Are you subsidizing plants for building airplanes, for instance? 

Mr. McGuire. We have in Italy an offshore procurement con- 

ilities assistance? 

Colonel Critrz. That is a direct contract. That is not facilities 
assistance. 

Chairman RicHarps. About how much goes for ammunition? 
Have you the figures? 

Mr. McGurre. [ haven’t got that figure. I think we certainly want 
to give it to you, if that is causing confusion here. 

Mr. Jupp. There is no question about the $383 million. That is all 
for ammunition. It says so. 

Mr. McGutre. We are talking in this presentation of the $383 mil- 
lion, Mr. Judd, and the requirements of ammunition that are set forth 
in the 1957 request. We have the other related problem, of course— 
the backlog of how much is unprogramed through 1956 for 
ammunition. 

Mr. Jupp. You say on the first page, “Ammunition has been the 
largest single category of materiel procured offshore, with total con- 
tracts amounting to approximately $1 billion.” That is out of $1.7 
billion. It has been 60 percent or so. 

Mr. McGuire. That is correct. I think you should recognize this. 
You mentioned the Korean situation. When we went to war in Korea, 
ammunition was a problem. We utilized our own plants here, and then 
we needed ammunition in Europe, too. They couldn’t wait for 
deliveries from the United States. In fact, I think that the Europeans 
at that time were given a picture of ammunition manufacturing re- 
quirements that was probably a lot broader than they had any right 
to hope to have continued for a long time. 

Mr. Jupp. Mr. Chairman, I wish they would think up an answer 
and put it in the record and explain why, in a way I can understand, 
we have to spend that much for ammunition for the forces of other 
countries overseas when we have built facilities that were designed 
to supply them with their own ammunition. 

Second, if we do have to spend that much money to give them 
ammunition, why do we have to get four-fifths of it in the United 
States instead of from the plants over there that we built up to manu- 
facture ammunition for those forces? I don’t have a clear answer to 
those questions. 

Mr. McGutre. Could I give, Mr. Judd, one piece of information? 
They just tabulated here that there is $140 million of this ammuni- 
tion scheduled for the Far East alone. They don’t have the capa- 
bility of making that ammunition. 

Mr. Jupp. If they used also 75 over in Europe then of the amount 

that would be left, $308 million, the amount you mention, it is only 
30 some percent for those countries in Asia. "It is still out of focus 
for me. 

Chairman Ricwarps. And the rest goes to countries where we have 
spent millions to build up facilities for them to produce ammunition 
for themselves. 

Mr. Vorys. [Security deletion.] Will you tell me why we are still 
buying ammunition for them? We have built the plants. We have 
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showed them how to make the nose fuses, presumably. These fellows 
don’t know about it, but according to Tracy Voorhees we have set up 
facilities so they can make their own chemical components, which 
are hard to start, but after you get started you are dealing with 
materials that are not awfully hard to come by. 

(Discussion off the record.) 

Mr. Vorys. Maybe our committee doesn’t understand the need 
for ammunition requirements, but if we could find that they are 
producing a couple of hundred million for the NATO program out 
of facilities we furnished, then that might be encouraging. 

(Discussion off the record.) 

Mr. McGurrp. I think you are right. 

Mr. Jupp. Your point is that if they were doing a billion for 
themselves and we put in a small amount [security deletion], we 
wouldn’t mind so much, but how much are they putting in for 
themselves? 

(Discussion off the record.) 

(Additional information was subsequently supplied for the record 
on the above subject. See p. 884.) 

Mr. Hays of Arkansas. I want to clear up my own thinking 
about the classification of these procurement procedures. On page 4 
you speak of the purchase of United States type equipment from the 
sole European licensee of the United States firm which has the pro- 

rietary interest. Does that mean a European-owned plant under 
lhosties to produce the American equivalent? What type of material? 

Mr. McGutre. That is my understanding; yes, sir. That would 
be a plant over there that was a licensee of the United States company 
that held the rights. 

Mr. Hays of Arkansas. There are United States properties in 
Europe that are owned by United States stockholders. Would that 
be in a different category? Do you deal with any American-ewned 
plants in this offshore procurement? 

Mr. McGuire. There would be no restriction on dealing with an 
American-owned plant. 

Mr. Hays of Arkansas. If you bought material from a plant in 
Europe producing goods you needed but owned by American stock- 
holders, would that be regarded as offshore procurement? 

Mr. McGutre. Yes, sir, it would. 

Mr. Hays of Arkansas. This reference on page 4 has to do with 
patented articles; doesn’t it? 

Mr. McGutre. Yes, sir. 

Mr. Hays of Arkansas. As to nonpatented articles owned by 
United States stockholders, that would be offshore procurement if 
you do make such purchases? 

Mr. McGurre. I think the proper answer would be to your question 
that I know of no restriction that would preclude them from being 
participants in offshore procurement. 

Mr. Hays of Arkansas. I have been impressed by the expansion of 
United States plants abroad. I wonder to what extent they were 
participating in this procedure. 

Mr. McGurre. I don’t think that ammunition production by 
American-owned foreign plants has been very large. 

Mr. Hays of Arkansas. Thank you. 

Mr. Vorys. Before we get on to some other subject, I would like 
to quote Mr. McGuire to himself and show why we get confused. 
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On: April 10, in answer to a question from me you said, “$200 million 
will be ammunition items procured offshore with long production 
schedules.”’ 

This is for 1959. Mr. McGuire tells us on April 10 that $200 
million will be ammunition items procured offshore. 

Chairman Ricuarps. In 1959? 

Mr. Vorys. Yes, sir. In my colloquy with Mr. McGuire this 
morning, I knew that the original statement to this committee was 
that ammunition was still a long-lead item and that it came from 
Mr. McGuire, but in attempting to hunt for that statement, I also 
found this one, ‘$200 million will be ammunition items procured 
offshore with long production schedules,’ which doesn’t sound to me 
like it is going downhill and going to be $50 or $70 million. 

Colonel Crirz. I think I can clarify it, to some extent. That $200 
million represents deliveries and final expenditures. In other words, 
it represents contracts that we place, for example, this year or last 
vear, and in our 1957 program, as Mr. McGuire pointed out in his 
testimony this morning, it is really long delivery time rather than 
long production lead time. But that amount there, sir, represents 
delivery of materiel, not placement of the contract. 

Mr. Vorys. That makes, then, $200 million offshore procurement 
instead of the estimated $50 to $75 million in this program. 

Colonel Crirz. I agree, sir, that it gives that implication. 

Mr. Vorys. It just says it. 

Colonel Crirz. Our intent is that that is the expenditure of those 
moneys in that year. In other words, it would be the delivery of the 
ammo say, for example, that we contracted for this year. We should 
have clarified that. 

Mr. Vorys. You make it perfectly clear that there is going to be 
$200 million offshore procurement of ammunition in 1959. 

Colonel Critz. Delivery, sir. 

Mr. Jupp. Since when does it take 3 years to produce ammunition? 

Colonel Critz. It doesn’t, sir. 

Mr. Jupp. Airplanes, submarines, all kinds of things, have long 
lead and long delivery. Why should it take 3 years to produce 
ammunition? 

Mr. McGutre. It does not. 

Mr. Jupp. Then I still don’t see how this picture holds together. 
You say it is for 1959 because of long delivery. But it doesn’t take 
3 years to deliver ammunition. Why have we the date 1959 in here? 
Maybe I should ask the question that way. 

Colonel Crirz. Sir, we have several factors in it in addition to those 
that were mentioned by Mr. McGuire. Bear in mind we are placing 
these contracts concurrently with the countries themselves, as Mr. 
McGuire pointed out. We are placing contracts; they are placing 
contracts. Both contracts are in force simultaneously, some produc- 
tion coming off on their contracts, some commg off on our contracts. 
The actual production of a round of ammunition takes no longer than 
shown in the table that we gave you, Dr. Judd, if you will recall, a 
few weeks ago. The individual item is a short lead-time item. The 
matter of delivery and the sandwiching of contracts, however, all 
combine to make it a long delivery item. 

Mr. Jupp. Mr. Chairman, here is an illustration of one of the things 
that we frequently come up against. On one occasion they come before 
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us and they want so much money for a given country, they have only 
an illustrative program because they can’t make the hems ahead. 
Only when they get the money can they figure out what they are going 
to do. But here they have plans further ahead than I can see justi- 
fication for. This is not illustrative. As John says, it just spells it 
out I don’t understand it. 

Mr. McGuire. Take the money we would get this year. Say we 
had a program revised, and our objective is to do it by December. 
So, it will be next January before we actually place those orders, and 
offshore procurement may take a little longer because the orders have 
to be transmitted to the procuring agencies after you refine the 
program. a 

By next February, we will say, we place the contract. If you had 
a year’s contract there, it would carry on for a year from next Feb- 
ruary. That would be 1958. All of the items that we have are not 
necessarily common-type ammunition. 

Chairman Ricuarps. An airplane that is off the drafting board 
doesn’t take any longer to produce than that. Our production 
facilities have been built up. The European production facilities 
have been built up. You still have a proposal here for building 
additional facilities. You have all that. Why should it take about 
3 years to make ammunition. We have had a lot of experience in 
letting the contract. When did this program of offshore procure- 
ment start? You mentioned 1952. It started before that, didn’t it. 

Mr. McGuire. Not to my knowledge. 

Mr. Vorys. That was in calendar 1951. 

Chairman RicHarps. You have been in operation 6 years and 
you want 3 more. I think the lead-time problem seems to be in 
connection with making contracts mostly on our side. 

Mr. McGutre. I think there is a lot to that, Mr. Chairman. 
That is one of the things that we are working on. 

Mr. Vorys. You understand, in 1949, and I think again in 1950, 
when Vandenberg was still alive, he kept offshore procurement out 
of this program entirely. It crept in in 1950, there was a little bit 
that crept in. Then in 1951, I guess, we went further. 

Chairman Ricuarps. The whole basis of the offshore procurement 
at its inception was to get these nations to the place where they could 
meet this situation themselves. That is the reason we were giving 
them orders. A business can’t run without orders. They can’t man- 
ufacture unless they have the equipment. The whole basis of the 
argument at ‘ts beginning, and I distinctly remember it, was that we 
will eventually get this load off our backs but we can’t do it until the 
people overseas are able to manufacture for themselves. 

Mr. Vorys. Secretary of War Johnson gave us a figure of where 
you could make a bazooka over there for $15 and over here it would 
be $75. 

Mr. Jupp. If the gentleman from South Carolina remembers, you 
were the chairman of our committee that went to Europe in the 
summer of 1951, we were over there 2 weeks, and we argued this 
OSP in that palace there in Paris. 
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Our military people under Eisenhower didn’t want this offshore 
procurement because they felt they had to keep adequate productive 
capacity right here in the United States. Otherwise we might get 
cut short. Some of us, I was one, argued the other way. One, be- 
cause it seemed to me right for our taxpayers, that if we gave the 
Europeans the guns, equipment, the plants, that they ought to pro- 
duce at least their ammunition. Second, because if we got into a war 
and we were shut off by submarines, those forces would be abso- 
lutely helpless if they had to get all their ammunition from the United 
States. Some months later they softened up and agreed to go abead 
with offshore procurement. 

Chairman Ricwarps. One of the basic arguments was for standard- 
ization by financing these orders. We could specify the kind of stuff 
to be produced and thus build up a standardized program. 

Mr. McGuire. The idea is to get these countries to take over the 
responsibility for buying. There is no question that we have made 
great strides in getting your production capability and standardization. 

Chairman Ricuarps. We are not blaming you for this situation. 
You haven’t been in on it very long. We were just reciting a little 
ancient history to you. 

Mr. McGuire. I am in agreement with the points you made. I 
did try to point out to you that if I have done anything since I came 
down here it is to try to inject the philosophy that these people have 
to be told now, that part of the responsibility for the support of these 
plants as well as the standby phase of the plant, and so forth, is theirs. 
I think we are making progress. 

Mr. Jupp. You mean, what you are saying is shocking in that it 
means that they were not told’ when the Vv started out in 1951 that 
this was the purpose — 

Mr. McGutre. I am informed that they were told that. I believe 
that the contracts were stretched out, and it is a little bit like living 
with something, you get used to it. They have just gotten used to 
having this production there—— 

Chairman RicHarps. Can we hear from the other gentleman on 
infrastructure before we finish? We may want to ask him a question 
or two on that. We may want to ask Mr. McGuire something eise. 

Mr. Shaw, will you please state to the committee the capacity in 
which you testify here this morning? 


STATEMENT OF MARKLEY SHAW, COMPTROLLER FOR INTER- 
NATIONAL SECURITY AFFAIRS, DEPARTMENT OF DEFENSE 


Mr. SHaw. Yes, Mr. Chairman. I am the Comptroller for the 
Office of International Security Affairs, Office of the Secretary of 
Defense. 

I have been assigned to speak on three subjects. One is infra- 
structure, the second is administrative expenses, and the third is the 
support of international headquarters. 

With-respect to infrastructure, I would like to make clear at the 
outset that we are not asking this committee this year for any author- 
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ization. The committee has given us in the past, the Congress has 
given us in the past, a total of $780 million worth of authorization for 
infrastructure. We are seeking this year, as an appropriation, $75 
million to continue with our contribution toward the total program, 
and we are also asking for the reappropriation under existing authority 
of $47 million, which we expect to have unobligated at June 30, 1956. 

Consequently, I think there is very little that needs to be said now 
about infrastructure unless the committee is interested in having a 
quick summary of where the program is. 

en Ricuarps. I think we should have that for the record, 
at least. 

Mr. SuHaw. I have a very short statement that I will not read, if 
you agree, sir, but I would like to insert it in the record. 

Chairman Ricnarps. Without objection, Mr. Shaw’s statement 
will be inserted in the record at this point. 

(The statement referred to is as follows:) 


Mr. Chairman and members of the committee, my purpose here is to review 
briefly the steps that have been taken by NATO and the member countries to 
bring the infrastructure program to its present state of development. I will 
describe procedures which produce projects for the NATO Council consideration 
and approval, the budgetary control system that has been adopted to regulate 
and control obligation and expenditure of internationally provided funds, the 
scope of the program in terms of general categories, the authorizations previously 
granted by the Congress, and the relationship of obligations and expenditures to 
that total authorization. 

Infrastructure—or to use the accepted United States terminology for that type 
of work, ‘“‘military construction’’—as an international activity was initiated by 
the Western Union Defense Organization in 1950. At that time there was a 
requirement for 30 airfields, 1 headquarters, and about 34 signals communication 
projects in France and the Netherlands to support the Western Union military 
plans. Since these installations were to be used by all members of the western 
alliance, it would obviously have been unfair to saddle France and the Netherlands 
with the whole cost of the construction to be undertaken in their territories. The 
five powers therefore agreed to share the cost of this program, which came to be 
known as the “‘first slice.” This was the origin of the principle of cost sharing 
which was adopted by NATO as the basis of all later infrastructure programs. 

The planning of the next program—the “‘second slice’’—was begun by the Western 
Union and eventually taken over by SHAPE. Since that time the total number 
of slices agreed for funding by the NATO nations under appropriate cost-sharing 
formulas has reached the total of 7, for a currently estimated total cost of approxi- 
mately $2 billion. Of the total cost, the United States share authorized for 
appropriation by Congress is $780 million. The net obligational authority 
provided to date by the Congress against this authorization, including fiscal year 
1956 appropriation, is $610.2 million. It is estimated that by June 30, 1956, 
total United States obligations for infrastructure will be $563.2 million. United 
States expenditures reported against these obligations and estimated for the 
balance of this fiscal year are $376.6 million. 

The commonly financed infrastructure projects are those which have been 
found essential to the execution of SHAPE’s and SACLANT’s international 
military plans. They are in addition to the military construction undertaken by 
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individual nations at their own expense, and are in addition to the facilities in 
the NATO countries which would contribute to the support of military operations, 
both in peacetime and in war. 

It is understandable that the physical facilities required to support military 
activities have to be adjusted in accordance with the changes in force composition 
and military equipment for those forces. There has been developed in NATO 
a careful procedure for determining those military facilities which are the minimum 
essential to NATO plans. Originating in the host nation, proposed projects are 
first screened by the international military subordinate commands, forwarded to 
SHAPE, for evaluation as to their importance to NATO-wide operation, then to 
the Standing Group and the Military Representatives Committee for further 
military justification, while at the same time to the NATO International Staff for 
technical examination and possible reduction in scope. Ultimately, in the form 
of a “slice,” the projects are submitted to the Council for approval, and it is at 
that time that the member countries commit themselves to provide at the appro- 
priate time the necessary funds according to the approved cost-sharing formulas 
for program implementation. 

The cost-sharing formula specifies only the cash contribution that will be made 
by each country. The host countries provide without cost to NATO land and 
local utilities and otherwise facilitate the implementation as a part of their 
contribution to NATO progress. This contribution is not and cannot be measured 
in terms of cash. 

The host country, i. e., the country in which the project is to be built, acts as 
the construction agency for NATO and, with guidance from the International 
Staff, proceeds with the preliminary work leading to the point where it is possible, 
under the budgetary control procedures, to authorize that country to commit 
funds against detailed engineering plans. These requests for commitment au- 
thority are concurred in by one of the infrastructure committees on which the United 
States has constant technical representation—or if there cannot be agreement, 
the proposal goes to the Council for resolution. As the work progresses the host 
countries submit progress payment requests which in turn are carefully examined 
by the NATO committees before payment actions are recommended. I would 
like to remind the committee that there has been appointed by the Council an 
International Board of Auditors to audit infrastructure accounts, which reports 
only to the Council. The United States member of this board is an official of the 
General Accounting Office. 

The following table provides a summary, by category and value, of the infra- 
structure projects included in the second through the seventh slices. As has 
been previously stated, the United States has congressional authorization, and 
with the funds being requested for fiscal year 1957, expects to have the necessary 
obligationai authority to meet its fiseal year 1957 infrastructure obligations. 
However, the NATO military authorities feel that they will have to request an 
expansion of the program. Their program suggestions will probably be considered 
by the permanent representatives during May or June this year and, if approved, 
will mean a new request for authorization and appropriations in our fiscal year 
1958 estimates. 

The implementation of the infrastructure program is accomplishing a dual 
purpose. While it is providing modern facilities of a standard adequate to meet 
the requirements of NATO war plans, it is at the same time serving to bind NATO 
countries together in a common effort to support the single purpose—the defense 
of the free world. 

(The table referred to is as follows:) 
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Mr. Suaw. I will state again the total infrastructure program as 
approved by the NATO Council amounts to $2 billion. Of this 
amount, the United States has committed itself to pay $780 million. 
Of this amount, $780 million, the Congress appropriated $610 million. 
We expect, however, that a continuation of the international military 
plans will require next year an increase in authorization. It is pro- 
posed now that the program will have to be extended by another 
million dollars, which will mean, roughly $350 million from the United 
States. 

Chairman Ricuarps. Another million dollars? 

Mr. SHaw. Another billion dollars, which will mean over the next 
3 or 4 years a contribution from the United States of roughly $350 
million. 

Mr. Jupp. Over the next how many years? 

Mr. Suaw. Over the next 3 or 4 years. 

Mr. Vorys. Why is that? 

Mr. Suaw. This is largely due, as is stated in the presentation in the 
book, to the changes in the tactical and strategic military plans. 

The adoption of the nuclear concept, of course, is having a great 
deal to do with military facilities. All over the world we are seeing 
it reflected in the Department of Defense budget estimates for facilities, 
in support of our own forces. We have to have great dispersion of 
forces. It takes a new type of rapid communication capability. 
Requirements build up as the improvement in the techniques of 
military operation develop. 

Mr. Vorys. Doesn’t it ever mean that it is something that you 
were going to do which you have decided you are not going to do? 

Mr. SuHaw. Yes, it does, Mr. Vorys. I can speak on that point. I 
think infrastructure is one of the principal columns that is supporting 
this high platform of NATO endeavor. There is no question about it. 
It is a very unusual thing, to see 15 countries collaborating in deter- 
minations leading to the support of their military forces. 

There is quite a competent international staff, under the direction of 
Lord Ismay, the Secretary General of NATO, which devotes its full 
time’and attention to the investigation of projects which have been 
previously approved by the Council but which have not yet been 
completed. Iam talking about infrastructure projects. They review 
the specifications for those projects, the scope of the projects con- 
stantly, and with the cooperation of SHAPE and SACLANT modifi- 
cations of the original plans are made in order that savings may be 
achieved from the old proposals, and in order that they may be avail- 
able to apply against new requirements. This is being done all the 
time within the programs previously approved. 

Mr. Vorys. Mr. Chairman, I would like to say one thing about the 
infrastructure program. We authorized the completion of it on a 
no-year basis—was it last year or the year before? 

Mr. Suaw. The year before, I think, sir. I have it in the record 
here. 

Mr. Vorys. If anybody in the executive branch wants to know what 
Congress will do with a 4-year, 5-year, 10-year program, where you 
bring it up here and tell us the whole story and ask for future au- 
thorizations, they can find out by studying this infrastructure one. 
This is one where we quit authorizing it year by year. We authorized 
the last 3 years of it in one fell swoop, after, I guess, 3 years of this 
slice business where everybody was sort of experimenting. 
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So, if you have any long-term programs along that nature that you 
can prove as well as this one, even though we find it is going to start 
all over again as soon as we finish it, why, you have a pretty good 
chance of success on long-term authorizations. 

Mr. SHaw. Have I made it clear, Mr. Vorys, that the Department 
of Defense is not in a position to talk specifically about the details 
of the extension of the program. It is simply an advice to the com- 
mittee that plans are in the making by the military commanders of 
SHAPE and SACLANT, and slkae subordinate commands and 
members of the Council, to propose officially at some imminent date a 
proposition to extend the program. 

It may be of interest to know that we are obligating this year, I am 
not sure whether I said this a moment ago, $75 million. 

I would like to add one remark in respect to infrastructure, that is, 
having had some personal experience in it over in Paris, I think it is 
one of the most orderly programs that is being supported by this 
appropriation. 

Chairman Ricuarps. Have they met their commitments pretty 
regularly? 

Mr. Suaw. Yes, sir. The commitments have been made by the 
United States within the authority you have granted. No commit- 
ment has been made outside of that authority. 

Chairman Ricwarps. I meant, have the commitments of other 
countries been met? 

Mr. SHaw. Yes, they have, sir. The payments are made on a 
quarterly basis, and except for 1 or 2 occasions, when Greece fell down 
on her payments because of her financial situation, it is a very small 
payment, she is only paying 1 or 2 percent of the total cost, there has 
been no trouble at all. The countries are paying their bills when they 
are due. 

The same thing is true with the support of the international military 
headquarters. I think that is a significant point. It tends to verify 
my observation that this is an orderly program. 

Mr. Vorys. Mr. Shaw, will you do me a favor? 

Mr. SHaw. Yes, sir. 

Mr. Vorys. Will you kind of suggest to these people who are plan- 
ning this new one that maybe it is about time, after we have poured in 
so many billions, that Europe would plan to sort of take this one over 
and not have it like ammunition, where we are like the brook and 
keep on going forever? 

Mr. SHaw. The American delegation to NATO are thoroughly 
conscious of your attitude, and they are trying to see that that opiion 
is observed. 

Mr. Jupp. But we are still paying, and you contemplate for the 
future we will continue to pay at the rate of about a third. 

Mr. SuHaw. 38 percent, Dr. Judd, is about what it figures. You 
realize that we have been deducting taxes from our payments since 
the outset. The country acting as agent for the construction, in- 
cludes in its payments to contractors certain taxes which are part of 
their standard operation. Those have been computed, and as a 
result of bilateral agreements between the United States and each 
one of the countries separately, our payments are net after taxes. 
We deduct the taxes, and all of it is subject to audit eventually to 
assure that we are not paying for taxes. 
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The interesting thing is that this policy introduced by the United 
States has resulted in a NATO agreement that no nation contributing 
to infrastructure will pay any tax included in the other country’s bill. 
So, we now have just recently a completely clean cooperative kind of 
thing where no government can benefit through the process of tax- 
ation. 

Mr. Jupp. That means the $610 million that we put in all went for 
the construction of facilities? 

Mr. SHaw. Yes, sir; no taxes. 

May I talk about the support of the international military head- 
quarters? This is another one of the almost mandatory costs that 
we must support each year as long as we remain members of the 
NATO organization and as long as we support the international mili- 
tary headquarters. I have also a short statement on this subject, 
which I would like to put in the record. 

Chairman Ricuarps. That will be placed in the record at this 
point. 

(The material referred to is as follows:) 


Mr. Chairman and members of the committee, one of the outstanding develop- 
ments of NATO has been the establishment of the NATO international military 
commands and the provision of facilities to support their activities. SHAPE 
(Supreme Headquarters, Allied Powers, Europe), SACLANT (Supreme Allied 
Command, Atlantic), the Channel Command, and the Canada-United States Re- 
gional Planning Group are the principal field commands under the military direc- 
tion of the Standing Group and the Military Representatives Committee. Mutual 
defense assistance funds are used to support the activities of these supreme com- 
mands and their subordinate headquarters, as well as associated civilian agencies 
which have been developed to provide standardization and coordination of military 
plans and activities with civilian facilities and systems. The total cost to the 
United States of supporting the headquarters of these international military 
organizations for the 4-year period ending June 30, 1956 is estimated to be $22.4 
million. 

It is interesting to realize that the NATO countries have agreed to provide at 
their own expense military personnel and the necessary logistic support for this 
personnel. he NATO military budgets recognize only the costs of providing 
headquarters facilities, civilian personnel essential to their operation, and materials 
and equipment needed for common use. 

The procedures followed in the development of the international military 
headquarters budgets are recognized as outstanding examples of international 
accomplishment under multilateral agreements. The NATO Council has ap- 
pointed a Military Budget Committee made up of civilian budget experts from 
the countries which wish to be represented and who serve at country expense. 
That Committee over the several years of its operation has prepared financial 
procedures and instructions which control the preparation and content of the 
individual budgets. These are proposed by the individual commands, screened 
by the supreme commands, and submitted simultaneously to the Military Budget 
Committee and the Standing Group for analysis and review. The NATO Council 
authorizes obligations and expenditures on the recommendation of the Military 
Budget Committee. The instances are rare when the military authorities and 
the budget authorities fail to agree on the final budget recommendation. 

Funds from contributing nations are called up by the Secretary General after 
approval of the obligational schedules submitted by the supreme commands, 
and payments are made by each country directly to the depository specified in 
the call. 

The international military headquarters’ accounts are audited by a special 
team of three auditors selected from member countries by the NATO Council. 


Mr. SHaw. The international military headquarters budget item 
in our 1957 presentation is $5,300,000. It represents our share of 
the international costs involved in maintaining the peacetime head- 
quarters of SHAPE, SACLANT, and their numerous and subordinate 
headquarters. It is the practice in NATO for the various nations to 
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supply military personnel and their logistic support at the country’s 
expense. So, the things that we contribute toward are the cost of 
the facilities required by the peacetime headquarters, the civilian 
personnel who are employed to assist the military in their peacetime 
operations, communications costs, travel costs, when travel is being 
conducted on an international basis, and other charges of that kind. 

The administration of the international military headquarters’ sup- 
port is another operation which I think deserves a great deal of credit. 
The Council has appointed a NATO military budget committee, in 
which the United States is represented; and all other nations, members 
of NATO may have representatives if they so choose. Those repre- 
sentatives are paid at national, not NATO, cost. They do not appear 
in the international budget. 

These fellows, acting on behalf of the NATO Council, review with 
the greatest possible care the budget proposals submitted by each 
one of these subordinate headquarters and the international com- 
mands. I know of no budget review process anywhere, and I have 
been in this business for a little while, that begins to compare with 
the thoroughness of that international bunch of people. 

In this instance, it can be explained by the fact that their funds 
are involved, and their attitude is entirely different from their atti- 
tude, we notice, when we are talking to them about a military assist- 
ance program. I think there is nothing to be criticized about it. 
The $5 million is well spent. It provides us with contacts from a 
military point of view that we could not otherwise get, and, of course, 
the committee is familiar with the success our military commanders 
are having in the conduct of maneuvers and other operations that they 
are responsible for. 

This is likely to continue at about this rate unless it is determined 
that part of the scatter communications project, which Mr. Voorhees 
mentioned the other day, and which Mr. McGuire has spoken about, 
is included as a military budget item. 

We in Defense are in favor of having it financed through the mili- 
tary budget medium, because in that way we would have international 
authorities controlling the contracting for any materials or facilities 
that are built. 

Mr. Vorys. Why couldn’t the scatter system be in infrastructure? 

Mr. Suaw. The scatter system could well fall into the infrastruc- 
ture category, Mr. Vorys. My personal opposition is because of the 
fact that host countries act as construction agents. In the case of 
all our infrastructure communications, the host countries PTT’s, 
postal, telegraph, telephone companies have been the agents that took 
care of the contracting. 

(Discussion off the record.) 

Mr. SHaw. The scatter communication project is only acceptable 
if the control of it is under SHAPE, the international military com- 
mand, and not under the control of the PTT’s. 

(Discussion off the record.) 

Mr. Jupp. Are you supporting any other international headquarters 
besides SHAPE? 

Mr. Suaw. Yes, sir; we support SHAPE. It is in Paris. It is the 
European Ground Command, and has northern and southern head- 
quarters. SACLANT is the other command. It means, Supreme 
Allied Command, Atlantic. 
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Mr, Jupp. What I had in mind is, are we doing the same thing 
with respect to SEATO in the Far East? 

Mr. Suaw. No, sir. We are not making any contribution to any 
international military headquarters except those which are controlled 
by NATO 

Mr. Jupp. If it is so successful in Europe, why don’t we do the same 
out in Asia? I have always felt that. we ought to develop this cooper- 
ative pattern of determining budgets because they are better at cutting 
each other down than we are. If we do it, we are Shylocks; if they do 
it, it is part of the normal operation of bargaining. 

‘We were told we couldn’t do that in Asia because the var lations 
between the countries were so great. I think that is undue pessimism. 
I think we would be better off in the Far East if we had the same sort 
of setup that plans this and administers it jointly that you have for 
SHAPE. What do you think? 

Mr. SuHaw. Dr. Judd, I have an idea on that. It is fine to say that 
the support of the international military headquarters and the support 
of the infrastructure program is demonstrating itself to be good. But 
we must not forget that the countries which contribute to the support 
of these two programs do so at the expense of some other defense 
cost, which they otherwise would pay for in their own countries. 
They have a ceiling on their budget. If it comes to this kind of thing, 
it does not go for the arms or the maintenance of the troops. 

(Discussion off the record.) 

Mr. SHaw. Morally, and I think psychologically, you do get a 
great deal of benefit from this, because it gives them an opportunity 
to exercise their own theories of economy, and things of that sort. 

Mr. Jupp. How is the headquarters for SEATO financed? 

Mr. Saw. As far as I know, there is no such thing as that being 
financed on a common basis. 

Mr. Jupp. They don’t have a permanent headquarters? They get 
together, for these recent maneuvers out in Thailand, on a sort of 
ad hoe operation? 

Mr. SHaw. No common costs are recognized. 

Mr. Vorys. I thought they decided on a permanent headquarters. 

Mr. Suaw. Maybe I had better stop talking at this point. I do 
not know about the SEATO situation. 

Mr. Jupp. How about the Baghdad Pact countries; are they going 
to have a headquarters? 

Mr. Suaw. I do not know. 


STATEMENT OF ROBERT C. BARNES, SPECIAL ASSISTANT FOR 
MUTUAL SECURITY AFFAIRS, DEPARTMENT OF STATE 


Mr. Barnes. Neither the SEATO Treaty nor the Baghdad Pact 
has established integrated forces that we have under the North At- 
lantic Treaty, and therefore neither one provides for a joint military 
headquarters. 

Both of them at their last meetings established international 
staffs or secretariats, which will be financed by a joint budget on prin- 
ciples similar to those applied in the case of NATO. 

Chairman RicHarps. Mr. Shaw, there is no money in this bill for 
this 

Mr. Suaw. Yes, sir; for the international military headquarters 

Chairman Ricnarps. I thought it was a continuing authorization? 


75009—56——43 
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Mr. Sxuaw. Not for the international military headquarters. 
That continuing authorization applies just for infrastructure, and to 
the civilian headquarters. I think perhaps we had better take a 
moment to explain that. 

Chairman Ri:narps. Differentiate that. 

Mr. Suaw. There is no continuing authorization for the United 
States contributions to the support of international NATO military 
headquarters. 

Our participation in NATO requires also contributions to the sup- 
port of the Chaillot operation, which is the international staff, so there 
is a civilian headquarters in NATO which is paid for from these funds. 

Chairman Ricnarps. Paid for by the continuing authorization? 

Mr. Suaw. May I check with Mr. Barnes on that? 

Mr. Lereu. I think I can answer that by referring to section 408 
of the Mutual Security Act, which provides for a continuing author- 
ization for the civilian headquarters budget. I believe there was an 
een last year in order to put that authorization on a continuing 

asis. 

Chairman Ricuarps. Civilian headquarters? 

Mr. Leteu. That is right. That is the Chaillot in Paris. 

Chairman Ricwarps. You are asking money for the military head- 
quarters? 

Mr. Barnes. Under that continuing authorization, the funds for 
= are included in the fiscal year 1957 budget of the Department of 

tate. 

Mr. Jupp. Where do they show in the bill? Can you find them, 
Roy? 

Mr. Buttock. The civilian part, but I don’t know where the mil- 
itary part is. 

Chairman Ricwarps. Mr. Bullock, do you want to ask a question 
on that? 

Mr. Buttock. Where does it come in the bill? 

Mr. Suaw. It doesn’t appear in the bill. It is just in the overall 
appropriation. It is one of our program items. 

Mr. Butuiock. You use military money for this? 

Mr. Suaw. We use military-assistance funds for this contribution. 
The way the payments are made is very simple. The Secretary Gen- 
eral receives advice from the various headquarters that their expenses 
over a given period are expected to be so much, and then the Secretary 
General computes our share of the cost under the approved cost- 
sharing formula, submits the bill to us, and we authorize its pay- 
ment. We make the payment to the depository specified by the 
Secretary General. All of these accounts are also audited by an 
international audit agency. 

Mr. Vorys. You will have unexpended $3.3 million as of June 30 
from the past one; is that right? 

Mr. Suaw. Yes. The reason for that is that this year our obliga- 
tions have been very low. It is because that at the beginning of the 
operation the NATO Council agreed that there should be established 
a working fund. They anticipated that payments from member 
nations would be slow. The only way to assure continued uninter- 
rupted operation of the headquarters was to have a working fund 
available. 

We contributed sometime ago $1.7 million to that fund. This year, 
because the experience has been that every country has paid its bill 
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promptly, the financial authorities of NATO decided that they would 
liquidate that capital fund, or that working fund, and, consequently, 
our expenditures this year have been very small. 

Mr. Vorys. You have $3.3 million to start off July 1. You allo- 
cated 5 last year, I suppose? 

Mr. SHaw. Roughly. 

Mr. Vorys. You are going to have $3.3 million left over. Do you 
need $5 million more? 

Mr. SHaw. The Total we need is $5.3 million for fiscal 1957. 
Whether it comes from new funds or whether it comes from reappro- 
priated unobligated balances makes no difference to us. 

Chairman Ricnarps. You have one other matter, don’t you? 

Mr. SHaw. Yes, sir, administrative. I have a short statement on 
administrative expense. 

Chairman Ricuarps. Without objection, that statement will be 
made a part of the record at this point. 

(The statement referred to is as follows:) 


Mr. Chairman and members of the committee, the administrative and opera- 
tional costs of the military-assistance program are paid from both the military 
department and mutual-security appropriations. The military departments 
bear a large part of the total administrative and operational cost by using military 
personnel, equipment, and facilities in carrying out the military-assistance 
program. Mutual-security funds are used only to pay for those additional admin- 
istrative and operational requirements not so met. These requirements must be 
clearly identified as additional to normal service operational costs in order to 
warrant the use of mutual-security funds. 

The military appropriations on the three military departments take care of such 
administrative and operational expenses as the following: 

(1) Pay and statutory allowances of military personnel in the field and in 
Washington. 

(2) Medical expenses, including facilities, of military personnel and their 
dependents. 

(3) Approximately one-half of the travel expenses incident to the change 
of station of military personnel. 


(4) Operation and maintenance of facilities for personnel and for recreation. 
(5) Furnishing and maintenance of all military equipment except office 
equipment. 

Mutual security funds are used to pay the costs of administrative activities in 
the Office of the Secretary of Defense and the military departments concerned 
exclusively with the military-assistance program. The only field organizations in 
the United States receiving mutual-security funds for administrative expenses are 
the Air Materiel Command and the Air Training Command of the United States 
Air Force, 

Overseas, there are currently 3 regional groups and 35 MAAG’s supported by 
mutual-security funds. The regional groups are as follows: 

(1) Defense Affairs Unit of the United States Regional Organization 
(USRO) in Paris; 

(2) Military assistance element, CINCEUR; and 

(3) Military assistance element, CINCPAC. 

The estimate for administrative expenses in the mutual-security appropriation 
proposed for fiscal year 1957 is based on requirements of departmental and field 
activities in the United States and 4 regional groups and 40 MAAG’s overseas. 
An additional regional group (CINCARIB) and five additional MAAG’s are in- 
clud-d in the military assistance program for fiscal year 1957. [Security 
deletion.] 

In many countries, the United States Embassies furnish a large part of the 
administrative support for MAAG’s and other military-assistanee activities, 
thereby avoiding duplication of functions. The Department of State is reim- 
bursed for the cost of this support, as shown in the request for funds. 

The net increase in the fiscal year 1957 estimate over fiscal year 1956 can be 
attributed to: 

(1) Activities of new MAAG’s; 
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(2) Projection to a full-year basis of the cost of MAAG’s activated dur- 
ing fiseal year 1956; and 
(3) Increase in the size and scope of two MAAG’s in the Pacific area. 

It is estimated that approximately $500,000 of the fiscal year 1956 appropria- 
tion will remain unobligated as of June 30, 1956, chiefly because certain MAAG’s 
were not activated as originally scheduled. Should these MAAG’s not be acti- 
vated in fiscal year 1957, as is now planned, it is expected that comparable sav- 
ings will result. 


Military assistance program administralive expenses 


[In thousands of dollars] 


_| Estimated Estimated 

= ~, obligations, | obligations, 

year 1955 fiscal year fiscal year 
ae 1956 1957 


Ser Na TR os bok oo sink cts ic Ee $5, 635 $6, 224 $6, 425 
Overseas ... a lal aaa iD a laa Ri 10, 135 11, 820 13, 775 
State surport ; ‘ joa 4, 626 4, 700 4, 800 


i aighintie aca tenssat erin PAseAreaneeereses 20, 396 22, 744 25, 000 





Mr. Suaw. The request in the 1957 budget for administrative costs 
involved in managing the mutual defense assistance program is $25 
million. The appropriation in fiscal year 1956 was $23.25 million. 
The $25 million should be compared to the annual expenditures rate 
of the mutual defense assistance program, which is in the neighborhood 
from $2 to $2.5 billion. That means that the administrative expense 
authorized by the Congress is a very small percentage of the program 
cost. 

Obviously it does not cover the full cost of administering this pro- 
gram. The military departments are still supplying military person- 
nel, and their pay and allowances from service appropriations. 

There are a number of other costs that are absorbed by the military 
departments. The Department of Defense, through its Comptroller, 
Mr. MeNeil, has for some time been studying this program in con- 
nection with the performance type budget concept. 

It is hoped that sooner or later we will come to a decision as to 
whether and where a line of demarcation should be drawn between 
the expenses entailed in operating the mutual defense assistance 
program and the other expenses of the Department of Defense. 

I think the important thing about this is that the administrative 
expenses are very carefully controlled. 

They depend upon the number of MAAG’s we have, the number of 
people in the MAAG’s, the amount of travel, the cost of personnel in 
the departments who, as you know, do a large part of the execution of 
our program. 

We feel that there is very little that we can do to create further 
economies. 

Now that Mr. McGuire is assigning more responsibility to the unified 
commanders we expect to have a little better standardization in the 
field, both in terms of numbers of personnel and the quality of the 
people and the work that they perform. 

There is nothing much more to say about it, except that we are 
conscious that this is an area where economy can be observed. It is 
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something that should be controlled. It can be controlled on a busi- 
ness like basis, and we think that is being done. 

Other parts of our program are charged here and there with the cost 
of their operation. Mutual weapons development funds, for instance, 
are used to defray costs, perhaps, that you would call operating costs, 
that might be defined as administrative costs or operating costs, 
depending on how you look at it. 

I just want to make it clear that we are doing everything possible in 
this area to conserve the funds that are made available. 

Mr. Vorys. Mr. Chairman, I wonder if Mr. Shaw will put in the 
personnel involved. Don’t take it up now, but we would like to have 
it for examination. 

Mr. Suaw. I have a list of the MAAGs, the number of civilians, the 
military, and indigenous personnel. 

Mr. Vorys. Home office and field. 

Chairman Ricuarps. Why not place that in the record. 

Mr. Suaw. Yes, sir. 

Chairman Ricuarps. Without objection, that will be done. 

(The material referred to is as follows:) 


FiscaL YEAR 1957, Murvat Security ProgRamM—Tit te I, CuHaprer I, MILirary 
ASSISTANCE, DEPARTMENT OF DEFENSE ADMINISTRATIVE EXPENSES 


Comparative summary of direct obligations by object class 
military assistance program 


DEPARTMENTAL AND UNITED STATES FIELD MDAP 


Actual, 1955 Estimate, 1956 | 7 ean anes. 
| wd 


Num 


Num-} Amount |"}.- "| Amount 


| Num-| 
} ber } 


| ber | Amount 





MILITARY PERSONNEL 


Total number of permanent positions_--__-___-- 
Average number of permanent personnel... 
Average number of temporary duty_--_.__.__- 


Average number of military personnel ___ 
Payment above basic rates, military personnel: 
Station allowances , ‘ 
Initial clothing allowance - 
Maintenance clothing allowances. -- 


Total military personne]__-_- 
CIVILIAN PERSONNEL 


Permanent positions..............-..---- 1, OR5 $5, 347,770 (1,115 | $6,029, 700 il, 070 $5, = 395 
eee ettaieabeciesci 102 476, 085 3 692,407 | 35 197, 152 
Net permanent personnel . , 871, 685 iy , 337, 293 |1, 035 5,73 2, 243 
Average part-time and temporary personnel , 959 2 25, 000 3 30, 000 


Average employment all civilian person- | 

ae 8 , 878, 644 5, 362, 293 |1,038 5, 762, 243 

- ment to other agencies for re imbursement | i 
details___- “ 2 eae an cieaaprale tang trl at 
Regular pay in excess of 52-week base___- , 106 |_- 21, 574 }---- 6, 880 

Payment above basic rates, civilian personnel: 

Allowances... ....--- Suid : aoe : a = te 
Overtime and holiday pay. : , 5 140, 621 130, 550 
Total civilian personnel..___-....-..-- 5, 012, 266 984 5, 524, 488. 1, 03 8 5, 899, 673 
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Comparative summary of direct obligations by object class—Administralive expenses, 
military assistance program—Continued 


sereaeaees AND UNITED STATES FIELD MDAP—Continued 








Actual, 1955 Estimate, 1956 Total estimate, 


Num- 
ber 


Num 


Num- bs 
Amount ber Amount 


Amount 


DIRECT OBLIGATIONS 


Personal services 
Travel. Rinlnaluciatacadenpitiacicaaates 
Transportation of things. = 
Communication services 
Rents and utility services...................]----- 
Printing and reproduction 
Other contractual services. - - .-- 

Services performed by other agencies_- 
Supplies and materials 
Equipment. _- ot 
Refunds, aw ards, ‘and indemnities. 
Taxes and assessments 


Total direct obligations 





MILITARY PERSONNEL 


Total number of permanent positions 
Average number of permanent personnel 
Average number of temporary duty___..--.-----|-- iianee 





Average number of military personnel. __./1, 975 
Payment above basic rates, military personne): 
Station allowances 
Initial clothing allowances 
Maintenance clothing allowances_...........|....--. 





| 
Total military personel 2, 743, 139 |2, 





CIVILIAN PERSONNEL 


Permanent positions 1, 154, 166 1, 503, 695 i i 
Deduct lapse 72, 611 265, 514 104, 063 








Net permanent personnel 265 1, 081, 555 1, 238, 181 322 1, 504, on5 


Average permanent local sonnel] not included 
ssere = 1 492,883 | 32¢ 462,326 | 606 1, 033, 176 


Average part-time and temporary personnel___- 8, 300 15, 000 2 20, 000 





Averageemploymentall civilian personnel | 393 | 1, 582, 738 1, 705, 507 2, 557, 381 
Payment to other agencies for reimbursement 
ne ne ee ee or eae 88, 400 50, 000 
Regular pay in excess of 52-week base . 4, 721 
Payment above basic rates, civilian personnel: ; 
Allowances 93, 275, 589 335, 698 


Overtime and holiday pay 24, 540 - 28, 799 
Total civilian personel ¢ , 795, 328 2, 108, 757 2, 975, 816 


DIRECT OBLIGATIONS 


Personal services t 4, 849, 527 6, 223, 319 
Travel 4. 068, 039 4, 178, 580 
Transportation of things 2, 147, 853 
Communication services...............---.-|------ 178, 443 
Rents and utility services 24, gi 
Printing and reproduction 7, 200 
Other contractal services 62, 880 
Services performed by other agencies. ) 5, 050, 000 
Supplies and materials ; 
Equipment 
Refunds, awards, and indemnities 
Taxes and assessments 











Total direct obligations 
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Comparative summary of direct obligations by object class—Administrative expenses 
military assistance program—Continued 


TOTAL DEPARTMENTAL AND OVERSEAS 


Actual, 1955 Estimate, 1956 | Total estimate, 


= } | | 
— Amount |N®| amount | Amount 





MILITARY PERSONNEL 


Total number of permanent positions 
Average number of permanent personnel_-__ 
Average number of temporary duty 





Average number of military personne]. -__ 
Payment above basic rates, military a 
Station allowances. --_- pe ae 743, $2, 740, 770 
Initial clothing allowances...._-.-.__-----_-|------|------------ saad atkaed 
Maintenance clothing allowances _________- Bows 


Total military personnel \2, 2, 743, 139 |. - 2, 740, 770 |3, 3, 247, 503 











CIVILIAN PERSONNEL 


Perens WINN oo os oinhn ncn ecncepacces 11,368 | 6, 501,936 |1, 7, 533,395 |1, 41: 7, 537, 663 
Deduct lapse |} 120 | 548, 696 957, 921 58 | 301, 215 
Net permanent personnel - il, 5, 953, 240 | * 6, 575, 474 |1, 357 7, 236, 448 
Average permanent local personnel not included 
above 7 | 492, 883 9 | 462,326 | 606 1, 033, 176 
Average part-time and temporary personnel_--_-_| 1 | : } 40, 000 5 50, 000 
Average employment all civilian per- 
sonnel... - il, | 6,461,382 |1, 596 7,077, 800 |1, 8, 319, 624 
Payment to other agencies ‘for reimbursable | 
details. Ree tien. ane 88, 400 }-=--- 50, 000 
Regular pay in excess of 52- -week base_._____. pease 20,797 |------| 56, 28 hiss. 10, 818 
Payment above basic rates, civilian personnel. ccecicenseeasa] 335, 698 
Allowances_.__-- paced ite adel | 193, 462 |...___] EER WEE Réic Gruksestie ccbtbebet.x nieve 
Overtime and holiday pay_. 131, 950 |----. 165, 161 |----_- 159, 349 














Total civilian personnel__....._.........._|1,376 | 6, 807, 591 11,596 | 7,633,245 |1, 968 8, 875, 489 


DIRECT OBLIGATIONS 


Personal services_- a ae aaaid \ , 730 | 10, 374, 015 12, 122, 992 
Travel. __ , 905, 55 4, 536, 767 | 4, 635, 803 
Transportation of things ‘ Saal 5, 71: 1, 967,079 | 2, 154, 353 
Communication services_-_--...--- een aes oes , 99, Riana 237. 143 
Rents and utility services ' | DIO Da teiccdsinel . | cal 24,911 
Printing and reproduction | . 484 | | L 89, 700 
Other contractual services Rae . 5, 333 | 133, 139 

Services performed by other agencies-_--_- , 626, ciel . 5, 050, 000 
Supplies and materials................--...- : ee 32, 4 atieel 400, 950 
Equipment | | 3, Drie 5, | 140, 464 
Refunds, awards, and indemnities_-_-__----_- EE Batic 3, 3, 100 
Taxes and assessments § Sediainst ; paaaads 7, 445 


Total direct obligations : 20, 829, 391 |___- | 25, 000, 000 




















Source: ISA Comptroller, Apr. 30, 1956. 
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MDAP administrative expenses 


[In thousands of dollars} 





Fiscal year | Fiscal year 
1956, esti- 1957, esti- 
mated | mated 


Fiscal year | 
1955, actual 


} 


Departmental and field (United States)................-------| $5, 766 | $6, 264 | 





Overseas: 
CINCEUR.. cdartubtlansieadieasibaidaine aaitenteiel 464 487 
Defense adviser, USRO. =a ieee 376 552 
Belgium. .-_- ‘ es in 459 440 
ad ES eee Sdédohuccabaets 250 227 | 
France_- rbbdoubhoscsasdccccsceebesdeacoke 784 832 
Germany ..-_------ ee ae E 1 | 231 
; aie edie - 500 556 | 
Netherlands_- art zhed Succcdccect ee 260 
Norway i ioe eae 274 
Portugal... ---- hdc ce tdehnkines 288 
Spain gerapiraccnch cubase 265 | 
United Kingdom. - Scvaeebnsntoass tes aete 268 
Yugoslavia. ....---- LD AOR LL CLI! SELES ee ED 158 








Subtotal, Europe d bocce’ 4, 346 
Ethiopia_- eta alk 24 | 
Sed RE oy PR Re SS Paden 723 | 
Tran__. eehewee Caeser Le Seecuseades pz =| 
Iraq : i : | 
I et Edo cdc mhimnemhods cae 187 
Turkey- ale 1, 410 


Subtotal, Middle East 


CINCPAC 
Cambodia 
GRC (Taiwan) 
Japan 

Korea... 

Laos (ICA) _- 
a -- 
Thailand 
Vietnam 


Subtotal, Far East and Pacific 


CINCABIB (including Chile, Colombia, Cuba, Ecuador, 
El Salvador, Guatemala, Honduras, Nicaragua, Peru, 
Uruguay) -. Q 

Dominican Republic. Lcvedecckachatenton erabadecessece ‘ 35 | 42 

















Subtotal, Western Hemisphere 53% ‘ 141 
Prcposed new MAAGS 58 274 





Total, overseas : . 13, 575 








Overseas and departmental 203 | 20, 200 
ING ined cetkaninnabhicncstuanerhiseaeuaesbeshaste c 4, 800 





IE cs, Soechdeaciehete ant dandiinks Kuninipitivlch ine dee tteeeawkan'en 25, 000 








1 Reimbursement of the Department of State for administrative services rendered by State agencies to 
MAAG'’s overseas. 
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DEPARTMENT OF DEFENSE 


Military assistance program—average administrative personnel strength 





Actual, fiscal |} Estimated, fiscal Estimated, fiscal 
| year 1956 year 1957 


| 


| } | 
| adie | Unite i| | United United | 
ili-| States | Mili-| States | Mili-| States | 
tary | civil- Loc als! tary | civil- |Loc ws ary | civil- 

ians ians | | ians 


Locals 








Departmental and field (Uni 
States): | 
Departmental: | 
PITY oe one «2-5 -scecanencee- ae] 544 }.-- } 29] el ae 521 | 
Navy- | 22 ‘ ‘ ' 27 | 157 | 
Air Force one ae | d 37 | A |... | $37 123 |. 
OUR le ceca -becrke ete tee ai 35 | Of — ) | 103 
Total. | 113 59 | | 128 359 re 3: 904 
Field, United States (Air Force) - 2 24 |.- , 7 2 | 134 





Total, United States_. 


Overseas: 
CINCEUR.... 
Defense adviser, USRO--.- 
Belgium - - 
Denmark~ 
PYONOis655s. 
Germany -- 
Italy--- 
Netnerlands 
Norway ------- a 
Portugal. alidh dt edca'e 
Spain... _.- 
United Kingdom 
Yugoslavia 


Ose Orbos 


a bet 
eg 


Subtotal, Europe. --._-_- 





Ethiopia----- 
Greece-.- 

Iran _- 

Iraq -- bewa 
Pakistan- .. 
Turkey -- 





Subtotal, Middle East- 





g oS) 7 0 
Cambodia 

GRC (Taiwan)... ; 

Japan-_.._- i 

a 

Laos (ic A. 

P hilippines_- ae 

Thailand 

Vietnam. 





Subtotal, Far East and Pacifie_| 


CINCARIB (including Chile, | 

Colombia, Cuba, Ecuador, El] | 

Salvador, Guatemala, Hon- 

duras, Nicaragua, Peru, and 

Uurguay) S 8 |- : ae : 
Dominican Republic. ee ers ee edpaaeReeind 9 











Subtotal, Western Hemisphere_| 22 | cea 7 ate 
Proposed new MAAGS________}_. -}--------]-------|---- ; a _ 4s 


Total, overseas 1, 975 | ~ 286 | “17 2, 233 | 283 329 3, 146 


Total overseas and depart- 
mental __- 1,249 | 127 |2,373 | 1,267 | 329 /3,291 | 1,362 


Source: Detailed support of fiscal year 1957 budget estimates of military services and OSD. 
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" Mr. Jupp. If he has the general figures on the tip of his tongue, I 
would like to have them right now. 

Mr. Suaw. Would you like to see this, Dr. Judd, and I will review 
the content of that tabulation. 

Mr. Jupp. It is not in our books here? 

F Mr. Suaw. It is not in the books. This is something that was 
prepared from data collected from the departments and the field within 
the last week or two. It was not available and never is at the time we 
prepare the presentation book. 

I have copies that I can pass around to the committee. 

The first page is a comparative summary of direct obligations by 
object class: administrative expenses, military assistance program. [ 
don’t think we need to go into detail on those. 

Mr. Jupp. This is the departmental and United States field? 

Mr. Suaw. Yes. the second page is the comparative summary of 
direct obligations by object class for overseas. 

The third page is the total of departmental and overseas, and | 
think this next one is one you will be interested in. It is the adminis- 
trative expense in thousands of dollars, departmental and _ field, 
overseas, showing the cost by MAAG in fiscal year 1955, fiscal year 
1956 and estimated for 1957. 

Mr. Jupp. By country? 

Mr. Suaw. Yes, by country. The next page gives the total. 
You see in 1955 it was $20,829,000; in 1956, $22,744,000; and our 
estimate for fiscal 1957 is $25 million. 

I think it is necessary to point out that the size of the MAAG’s 
does not depend upon the amount of money included in any year’s 
program. As a matter of fact, as the program gets smaller in any 
country there is often much more werk to do, because then you are 
trying to clean it up and you are trying to get them to assume the 
burden. It takes a tremendous amount of effort on the part of the 
American representatives to accomplish that objective. 

Mr. Jupp. The last page is where your actual total personnel is. 
It is also on this total departmental overseas page. That has both the 
money and the personnel, 1,376. That includes American personnel 
and local personnel, too? 

Mr. SHaw. Just a moment. Let me find that. 

Mr. Jupp. 1,249 plus 127. That is the 1,376, civilians and locals? 

Mr. Suaw. Yes, sir. 

Mr. Jupp. 1.249 United States civilians and 127 locals in all these 
countries? 

Mr. SHaw. That is right. 

Mr. Jupp. It is a surprisingly small number of the locals. 

Mr. Vorys. What does State support mean? 

Mr. Saw. Mr. Vorys, the State Department very conveniently 
furnishes the facilities in most of the countries where we have 
MAAG’s, in many of the countries where we have MAAG’s. 

The State Department has the contact with the foreign govern- 
ment and they are much better able to negotiate for space, and things 
of that sort. We reimburse the State Department on the basis of a 
formula which we have eed to with them for the services they 
render. They have the eben, and all the other administrative- 
type responsibilities. 

e pay our share of the services rendered. 
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Mr. Jupp. This is a curious thing. On this page that shows the 
personnel strength, you have no locals in any place except two 
countries, Turkey and the Philippines. Turkey has 122. 

Mr. Suaw. Yes, sir. These would be covered by our reimburse- 
ments to the State Department. 

In Turkey we are operating the MAAG, the military is operating 
the MAAG and furnishing its own facilities. That is the explanation 
there. There are local people involved, but they are taken care of 
through our reimbursement to the State Department. 

Mr. Jupp. Everywhere else besides Turkey and the Philippines the 
State Department handles all that local housekeeping? 

Mr. Suaw. That is right. 

Mr. Vorys. Mr. Chairman, when you finish with this, there are 
three items that the staff have called my attention to, which they 
don’t know and I don’t know. Maybe the rest of you know what 
they are. 

I thought maybe we could clean them up this morning. 

(Discussion off the record.) 

Mr. Apair. I would like to address a question to Mr. McGuire. 
[ have been wanting to get clear in my mind as we have spoken earlier 
today about offshore procurement about our procurement contracts 
for airplane construction, like the Mystere and the Hawker Hunter. 
Could you tell me what contracts there are for airplane-construction 
activity of that sort? 

Mr. McGutre. I think Colonel Critz would be more familiar with 
the detail of that. 

Colonel Critrz. I believe I can answer your question, sir, on this 
basis: We have an assembly plant in Italy for F-86 aircraft. We 
ship from the United States what we.call “ship sets.” That is the 
unassembled 

Mr. Aparr. That is the Fiat? 

Colonel Crirz. Yes. When you come to the other contracts, such 
as the Hawker Hunter, that is an actual offshore contract with the 
United Kingdom for the production of those aircraft for the United 
Kingdom and certain other countries. That is a different operation, 
sir. That is a United Kingdom aircraft, not a United States. The 
Fiat job is a United States aircraft. 

Mr. Apatr. The Hawker Hunter is offshore procurement? 

Colonel Crirz. That is correct. 

Mr. Apatr. How much money are we proposing to spend for that 
in the next fiscal year? 

Colonel Critz. No new funds are requested. We will pay as 
production is completed. 

Mr. Apair. That contract is completed? 

Colonel Crirz. No; but no new funds are needed. There may be 
something come up that we don’t know about. As of this moment, 
we have put all we intend into that contract. 

Mr. Apatr. How about the Mystere? 

Colonel Critz. The Mystere is the French version. I would have 
to look up and see how much we have in that OSP contract. 

Mr. Aparr. Is that going to continue in the next fiscal year? 

Colonel Crirz. It finishes up this year. There is nothing in 1957 
money for that program. They should finish up deliveries this year. 

Mr. Apair. Then really the only airplane construction off the 
continent of North America is this Fiat thing? 
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Colonel Crirz. That is an assembly of United States planes. 

Mr. Aparr. Using the term “construction” in a broad sense? 

Colonel Crirz. That is right, sir. We have the same thing in 
Japan. 

Mr. Aparr. With whom? 

(Discussion off the record.) 

Mr. Aparr. As to the American planes that go to Europe 

Colonel Critz. They assemble those planes against our require- 
— all over Gate ‘: 

Mr. Aparr. They may be, by our officials, assigned any place to 
NATO forces? , rai Mit 

Colonel Crirz. That is right. 

Mr. Aparr. Those are the only airplane-building activities off the 
continent expected in the next fiscal year? 

Colonel Crirz. There are some mutual weapons, but that is not 
offshore procurement. 

(Discussion off the record.) 

Mr. Jupp. I wasn’t quite clear as to your statement as to the 
disposal of these planes assembled in Italy. You say they are under 
the command or control of American officials, that is, American 
officials who are in SHAPE? 

Colonel Crirz. No, sir; we determine that right here. It is in our 
program to which country they will be delivered. 

Mr. Jupp. We determine where they go. But they go for building 
up the air forces of our various European countries? 

Colonel Critz. That is correct. 

Mr. Jupp. I got the impression that our United States Air Force 
was using them over there. 

Colonel Crirz. None are used by the United States Air Force. 

(Discussion off the record.) 

Mr. McGuire. Mr. Adair, there is one other point in the Japanese 
one. The Japanese contract and we supply the parts to make the 
plane. They put it together. This was done in order to give the 
Japanese the know-how at the end of 5 years so that they will take 
over the full responsibility for that operation. 

Mr. Aparr. Did we supply any machine tools there, Mr. McGuire? 

Mr. McGutre. I don’t know. 

Colonel Critz. No, not yet, but we will before we are through, be 
supplying them so they will have the capability to manufacture. 

Mr. McGuire. They have done an excellent job of that, and they 
want to get into the jet engine business and make those. 

Mr. Aparr. We are speaking about Japan? 

Mr. McGurre. Yes. 

Mr. Aparr. If we supply machine tools, it will be to the Japanese 
Government 

Mr. McGuire. I don’t know. 

Mr. Aparr. Did you nod your head, Colonel, that if we supply 
machine tools it will be to the Japanese Government and assigned 
elsewhere? 

Colonel Critrz. That is right. This is not a private industry con- 
tract; it is a government-to-government contract. 

Mr. Jupp. I want on the record to register my disapproval of that 
building up of an independent Japanese Air Force, with the capacity 
to build its own planes. I think it is, policywise, a great mistake both 
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for Japan and for the whole Far East. The militarists in Japan are 
still there. They are in the dozhouse now. But you give them the 
capacity, and it is easier for them to get back in the saddle. I think 
I am as devoted to the Japanese as anybody, but I believe it is a 
mistaken policy that our Government is following, to build up an 
independent Japanese Air Force with the capacity to keep itself going. 

Colonel Crirz. May I speak to that, sir? The policy has not yet 
been established that we will provide these tools. 

Mr. Jupp. You said the purpose was to give them to the Japanese 
Government, to give them the capacity to do it for themselves. 

Colonel Crirz. To assemble the planes, but we have not put in 
too!s. 

Mr. Jupp. You said it was planned before we got through to put 
in the tools also. 

Colonel Crirz. That is correct. 

Chairman Ricuarps. I disazree with you, Doctor. I think that is 
one of the decisions that we have to make not only here but in other 
places in the world. It is the lesser of the evils. 

Mr. Jupp. I don’t think it is necessary to do it, and I think it is a 
danger we are taking on unnecessarily. 

Mr. Chairman, I would like to ask a little further question on this 
Hawker Hunter, I wonder how that came out. Every vear there was 
always a little mystery or uncertainty surrounding that contract, as 
if it wasn’t altozether certain that the plane was going to be satis- 
factory, and soon. How has it worked out? 

Colonel Crirz. Sir, that is the Javelin. The Hawker Hunter is a 
good plane and has been in production for some time. The Javelin 
is the one that you are referring to, Dr. Judd, and it is not yet ac- 
cepted. As a matter of fact, there is at this time an Air Force team 
from the United States Air Force in England testing their latest model 
of it. It is not yet accepted. 

Mr. Jupp. Wasn’t it built under our OSP funds? 

Colonel Crirz. Not exactly; it was developed separately but we 
have placed OSP contracts for Javelins. 

Mr. Jupp. And the Hawker Hunter was also built under our OSP 
funds and it has turned out all right? 

Colonel Crirz. Yes. It is in the air forces of NATO of many 
countries. 

Mr. Jupp. The Mystere has turned out all right and is a good plane? 

Colonel Critz. It seems to be. There is nothing in production on 
the Javelin. 

Mr. Vorys. The Javelin wasn’t OSP. That was a special thing. 

Mr. Jupp. $100 million. 

Mr. Vorys. We don’t call that OSP, and it doesn’t go into the 
OSP. That was a special deal—— 

Colonel Critz. Plan K, I believe, is what you are referring to. 

Mr. Vorys. And it doesn’t appear in your OSP totals. 

Colonel Crirz. Plan K—we get a little complicated. 

Mr. Vorys. You sure will on that. 

Colonel Critrz. That was an agreement with England to increase 
the NATO capability. 

Mr. Jupp. We were to underwrite their military plane production 
so they could spend their own resources on building up Viscounts to 
compete with our civilian planes around the world. ‘That is one of 
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the end results, which was foreseeable to us ordinary citizens some 
years ago. 

Mr. Vorys. At the time that plan K was entered into it was not to 
increase NATO a bit; it was to increase their own air force. They 
were not committed in any way to NATO. 

Colonel Critz. May I make one remark about plan K, that it is 
very complicated, and we will file a statement on that in a few days. 

Chairman Ricuarps. We will be glad to have you put in a state- 
ment. 

Chairman Ricwarps. To go back to this offshore procurement. 
I — you would get some statement in about the long lead time 
articles. 

(The following information was supplied for the record.) 


Procurement offshore involves a longer lead time than procurement of a com- 
parable item in the United States. In the case of offshore procurement, there is 
the usual initial administrative lead time required to reprogram after appropria- 
tions are available. A determination must then be made, based on stock position, 
state of the United States mobilization base, and other factors of the items 
which should be considered for offshore procurement. Having determined what 
items are to be bought cffshore, a lengthy process then begins to match the 

lanned procurement with the existing base and develop a procurement plan. 
Negotiations then are begun with the foreign governments concerned and even- 
tually specific contracts are signed. It has been our experience that offshore 
procurement contracts are never ready for signing until almost the end of the 
fiscal year. 

With respect to ammunition production in Europe, it has been our policy to 
stretch out production as much as possible. A going production line is in many 
respects more desirable than a stockpile. The new contract is added to the end 
of a stretched out initial contract with the result that actual production may not 
start until several months after the letting of the contract. Initially it was also 
the case that actual production took longer abroad than at home. The foreign 
manufacturer in some cases had difficulty in adjusting to United States specifica- 
tions and getting his line going. These difficulties have now mostly been overcome. 
However, the fact remains that it may well be fiscal year 1959 before payment 
is made for offshore procured ammunition bought with fiscal year 1957 funds. 
Testimony previously given on April 10, 1956, that $200 million would represent 
ammunition procured offshore is incorrect. It is estimated that from $50 to 
$75 million of funds requested for fiscal year 1957 will be used to buy ammunition 
offshore. The balance of the ammunition in the fiscal year 1957 program will be 
supplied from the United States. 


Chairman Ricuarps. I will say for the information of the com- 
mittee that we will meet tomorrow morning at 10:30. We have the 
investment guaranty and the informational media people coming up. 
Off the record. 

(Discussion off the record.) 

(Whereupon, at 1:20 p. m., the meeting adjourned.) 
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WEDNESDAY, MAY 2, 1956 


Hovust or REPRESENTATIVES, 
CoMMITTEE ON ForrIGN AFFAIRS, 
Washington, D. C. 
The committee met, pursuant to call, in room G—3, United States 
Capitol, at 10:51 a. m., Hon. James P. Richards (chairman) presiding. 
Chairman Ricnarps. We are in open session. We will continue 
hearings on H. R. 10082. Our first witness will be Mr. Charles 
Houston, Investment Guaranties Staff, International Cooperation 
Administration. 
Mr. Houston, will you please tell the committee your position and 
the office you represent? 


STATEMENT OF CHARLES HOUSTON, CHIEF, INVESTMENT 
GUARANTIES STAFF, INTERNATIONAL COOPERATION ADMIN- 
ISTRATION 


Mr. Houston. My name is Charles Houston. I am Chief of the 
Investment Guaranties Staff of the ICA. 

I should like to review the development of the investment guaranty 
program and report where the program stands. 

The purpose of the guaranty program is to assist the development of 
friendly foreign countries by encouraging and assisting the investment 
of private United States capital in them. 

The investment guaranty program contributes in several ways to 
the movement of investment abroad. 

1. It provides a specific insurance for prospective investors who 
hesitate to proceed without protection against the risks that can be 
covered through the program. Also, the availability of guaranties 
has encouraged some investors to explore investment opportunities 
and to make investments without actually obtaining guaranty 
contracts. 

2. Participation in the program by foreign countries is based on a 
specific agreement between the United States and the country con- 
cerned. Thus the program furnishes a convenient way for countries 
to demonstrate their desire to attract United States capital, and their 
willingness to take the steps reasonably open to them for that purpose. 

In this connection a significant but little appreciated achievement 
of the program should be mentioned—the completion, with more than 
20 countries, of agreements providing for compulsory international 
arbitration of claims which may arise in the event a guaranteed 
investment is expropriated. 


679 
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3. The program is concrete evidence of the intention of the United 
States, as a national policy, to encourage and assist private capital 
to go abroad. 

It has been stated, repeatedly, that it is United States policy to 
encourage foreign investment; the creation of the investment guaranty 
program is one of the principal specific actions that has been taken 
to further that policy. 

When first authorized in the ECA Act of 1948, the purposes and 
coverage of the program were somewhat limited. The purpose was 
primarily to encourage a movement of private capital to supplement 
or replace public funds in the program of European recovery, and 
the only risk that could be covered was the partially financial, and 
partially political risk of exchange blockage. 

Since 1948 the program has developed along two lines. 

The first was the extension of the guaranty principle to cover not 
only exchange blockage but a broader range of political risks which 
deter foreign investment. Such a broadening was proposed by the 
committe2 in 1949, but was not accepted. A limited extension of the 
insurable risks was achieved in 1950, when guaranties against loss 
from expropriation or confiscation wer2 authorized. The committee 
has repeatedly supported a proposal to authorize guaranties against 
loss resulting from war or revolution, but that authority has not been 
obtained. 

A second line of development was the extension of the program from 
the Marshall plan countries to all countries receiving United States 
aid and, in 1953, to any friendly country. 

These developments clearly suggest that the program is now re- 
garded in a broad sense as a means to further the general national 
policy to encourage the development of friendly countries through 
private capital and private institutions, certainly including but not 
confined to being a corollary to or a substitution of private for public 
funds in foreign-aid activities. Stated otherwise, the program is 
designed to demonstrate that the values, often largely intangible, that 
accompany private investment and private enterprise deserve support 
in their own right. This principle is well stated in a report of the 
Subcommittee on Foreogn Economic Policy of the House Committee 
on Foreign Affairs: 

One of the basic principles which the Congress has emphasized in the statutes 
governing the mutual-security program is the importance of private capital 
investment as a potent forse in raising the economic and social standards of 
underdeveloped areas. Not only does private investment bring capital, but it 
also brings with it technical knowledge and management experience, so sorely 
needed * * *. Moreover, private capital offers a natural vehicle for close 
cooperation between government and government, and hence is of special 
importance. 

The problem of how to bring about a free flow of private capital in 
a troubled world is not an easy one, The guaranty program alone is 
not the answer to it, but the program is making an increasing con- 
tribution and it should be thought of as one means to obtain the 
benefits of private investment which were enumerated in the quotation 
above. 

I should like now to report on recent activities related to the program 
and on where it stands at this time. 

On December 31, 1954, the total of guaranty contracts issued during 
the life of the program stood at $48,611,912. On December 31, 1955, 
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the total was $94,552,013, an increase of 95 percent, and the present 
total is $107,013,276. 

Chairman Ricuarps. Is that 1956? 

Mr. Hovsron. Yes. 

Chairman Ricuarps. How much? 

Mr. Houvsron. $107,013,276. 

Chairman Ricuarps. It didn’t jump as much from 1955 to 1956 
as it did from 1954 to 1955? 

Mr. Houston. No, sir, but the increase from $94,552,013 to 
$107,013,276 represents only the contracts completed thus far in 
calendar 1956. After deducting cancellations, reductions, and expira- 
tions this leaves outstanding at present guaranty contracts with a face 
value as of March 31, 1956, of $85,194,552. A number of substantial 
contracts relating to a variety of projects in Asia, Europe and Latin 
America are nearing completion now. 

The flow of applications received indicates an increasing interest 
in the program in the business community. On December 31, 1954, 
applications in process amounted to approximately $141 million. 
On December 31, 1955, the total was some $273 million, an increase 
of 194 percent. Since the beginning of calendar year 1956, more than 
$70 million of new applications have been received. 

Applications in process cover a wide range of enterprises and 
countries and range in size from a few thousand dollars to several 
million. 

At the end of March 1956, fees totaling $1,489,072 had been col- 
lected; of this amount, $322,235 were received during the 12 months 
to the end of March. No losses have been paid. The annual cost 
of operating the program is estimated at $92,000. 

During 1955 the geographical scope of the program was broadened 
through the completion of guaranty agreements with 10 new coun- 
tries, raising the total of participating countries to 30; 8 of the 10 
countries that came into the program in 1955 are Latin American 
countries. Thus, for the first time, the program has a significant area 
of operation in Latin America. A number of applications for guar- 
anty of investments in Latin America are in process and more are being 
received. The first guaranties covering an investment in a Latin 
American country, Guatemala, were recently issued. Other contracts 
covering investments in that area are nearing completion. 

Negotiations in connections with guaranty agreements are in 
process with a number of countries in Latin America, the Middle 
Kast, and Asia. 

If I may, I would like to refer to a couple of charts that I have. 

Chairman Ricwarps. I don’t know that they can see them at the 
other end of the table. 

Mr. Houston. I can furnish reproductions, but I don’t have them 
with me. 

I have gone through quite a list of numbers, and I thought it might 
be useful to illustrate some of them in graphic form 

This chart shows the number of countries that have completed 
guaranty agreements in each of the calendar years since the inception 
of the program and indicates, as my narrative did, that in 1955 we 
achieved a considerable increase in participation so far as the foreign 
nations are concerned 

(The chart referred to is as follows 
56——44 
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The second chart shows the trend of applications in process, and 
again illustrates, as the figures that I stated in narrative form did, 
that over the past 2 or 3 years a substantial increase and interest in 
the program from the business community has been felt. 

(The chart referred to is as follows:) 
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The third chart I have is guaranty contracts issued on a calendar- 
year basis, showing again, as the numbers did, after perhaps rather 
slow going in 1951, 1952, 1953, and 1954 that 1955 showed a yery 
marked increase in the volume of business transacted. 

(The chart referred to is as follows:) 
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Two principal changes are proposed in the guaranty authority in 
the draft legislation. 

The first change would extend the authority to issue guaranties 
from June 30, 1957, to June 30, 1962. The continuity which this 
change would give to the program is important to prospective investors 
who have long-range investment plans in which guaranties have a part. 

It is also important in the negotiation of guaranty agreements with 
foreign countries, several of which have raised the point that their 
participation would have little significance if the program is to end 
in a relatively short time. 

The second change would increase from $200 million to $350 million 
the amount of guaranties which may be issued. The volume of 
contracts issued, the amount of applications in hand, and the increas- 
ing flow of new applications suggest a need for increased issue 
authority. 

However, no new obligational authority is requested. The enlarged 
issue authority proposed would be backed by the present authority of 
the Director to issue notes. Thus the result of the proposed change 
would be to use resources now available to support a larger total of 
guaranty contracts. 

Should the proposal be adopted, future guaranty contracts would be 
backed by a fractional reserve, rather than by a 100 percent reserve 
as at present. Contracts now outstanding, or issued before the 
effective date of the change, would have full coverage. 
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The following considerations have led to the conclusion that a 

fractional reserve plan is appropriate in the circumstances: 

Guaranteed projects are widely dispersed geographically. It 
is believed unlikely that convertibility and expropriation guaranties 
in all the countries concerned will be called upon. 

2. It is expected that payments made pursuant to guaranty con- 
tracts would not be total losses. 

If payment is made under a guaranty, the United States would 
take over the investor’s currency or claims. Under the proposed 
legislation, proceeds from the disposition of these currencies and 
claims would be available for further payments under guaranty 
contracts. 

3. Many investors obtain both convertibility and expropriation 
guaranties to protect the same investment. It is believed unlikely 
that both guaranties would be invoked to their total face amounts. 
However, under present procedure, both guaranties are charged, i 
full, to the guaranty authority. 

The ICA believes that the changes proposed in the guaranty 
authority would give the program continuity which would increase 
its usefulness, and would permit more effective use of the resources 
allocated to it. 

(The following was supplied for the record :) 
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Countries participating in the investment guaranty program grouped by calendar 
year of first participation ! 

1955: 

Bolivia 

Colombia 2 

Costa Rica 

Ecuador 

Guatemala 

Honduras 

Ireland 

Pakistan 

Paraguay 

Peru 2 

Total, 1955 ea an A eee 

1954: 

Japan 

Thailand 


Total, 1954 
1953: 


Haiti 
Portugal 
Spain 
Total, 1953_- 


i] 


1952: 
Belgium 
China (Formosa) 
Denmark 
Israel 
Phi nes 
Yugoslavia 
i OS in la chai Ee oe a eee gee 6 
1951: Turkey ? 
Total, 1951 
1950: Germany 
Total, 1950-_ 


1949: 
Austria 
France 
Greece 
Italy 
Netherlands 
‘TO 1090 ...3~ Z : 35 5 
1948: 
Norway 
United Kingdom ? 
ERR aes ook ce Sek ae ; : 2 





Grand total ey = Poe ‘ 30 


1 The original guaranty authority provided for convertibility guaranties only. When expropriation 
guaranties were authorized, it was necessary to negotiate separate agreements with the countries which 
had already signed agreements covering only convertibility guaranties. 

In this table. countries are grouped on the basis of their earliest participation in the guaranty program. 

2 Agreement covers only convertibility guaranties. 
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Investment guaranties issued through Mar. 31, 1956 


Investors 


Belgium’ Smith-Corona, Inc.... 
China (Formos1): Westinghouse 
Flectrie Intern itional Co 
Denmark: Ray-O-Vac Internation- 
al. Ine. 
France 
Armstrong 
Works. 
Clark Equipment Co 
Concrete Chemicils Co 
Corhart Refractories Co., 
Dana Corp 
Dow Corning Corp 
Ford Motor Co- putea 
Foster Wheeler Corp....--- 
Fruehauf Trailer Co ee 
Harshaw Chemical Co...-.---- 
Heyden Chemical Corp-...---- 
Hohenstein, Wolter P ‘ 
International Water Corp.---- 
Kopners Co__. Sk 
Lineoln Electric Co_.--- 
Morrison-Knu isen Co., 
National Fastener Corp-..- 
Rohm & Haas Co. 
Singer Mannfacturing Co- 


Paint 


Standard Oil Development Co.! 


Do !.. 
Yoder Co. 


Total _- 


Germany 
Godfrey L. Cabot, Inc 
Firestone Tire & Rubber Co 
Ford Motor Co 
Gardner-Denver Co 
E. F. Houghton & Co 
Johns-Manville Co 
J. Sklar Manufacturing Co 
National Aluminate Corp 
Otis Elevator Co 
Raytheon Manufacturing Co 


Total. 


Italy: 


American Home Products Corp 


Do 
Associated Seed Growers, Inc 
Don Baxter 
Caltex Oil Products Co 
F. Houghton & Co 
Mobil- Overseas Oil Co., 
Do 
National Aluminate Corp... 
National Biscuit Co 
Olin Mathieson Chemical Co 
Otis Elevator Co 
Joseph Pacifico 
Raytheon Manufacturing Co. 
Standard Ojl Company of New 
Jersey. 
Syntron Co 
Westinghouse Air Brake Co 


Inc 


rotal 


The Netherlands 
A—P Controls Corp 
Dow Chemical Co 
Henry Drake... 
H. J. Baker Bro 
H. H. Sonnenberg 
Sparkler International, Ltd 
Tokheim Oi] Tank & Pump Co 


Total 


Philippines: Rheem Manufacturing Fe 
Co 


Thailand: Harry F. R. Dolan 


*Capital goods. 


& Varnish 


Inc.... 


Product 


Typewriters... sek. 
Electric generating equipme Oe 


Leak-proof batteries_- 


Paints and varnish..-----.- 


Materials handling equipment 


| Concrete ac mines..........~<cccccaceee 


Refractories 

Automotive parts _- 

Silicones. ; 

Trucks an cars. 
Construction engineer-_.---.-~-- 
Truck trailers 


| Ceramic colors 


Strentomycia- ..-.- 
Polystyrene. 
Water wells 
Styrene monomer. 
Welling materials 
Construction engineer 
Slide fasteners_.- 
Agricultural fungicides 
Sewing machines---- 
Oil refinery 

do. ead 


Carbon black 

Tires and tubes 

Trucks and automobiles 

Mine-car loaders 

Chemicals and lubricants 

Asphalt tile 

Optical equipment 
Water-treating chemicals- 
Elevators and elevator equipment 


| Radar and sonar equipment 


Pharmaceuticals - . - 
do 


| Seed cultivation 


Intravenous solutions. - - 


| Oil refinery 
| Chemicals and lubricants - - - 
| Oil refinery 


Cracking unit 
Boiler compounds 


| Biscuits and crackers 


Industrial chemicals iy 
Elevators and elevator equipment.. 
Building stone = 
Electronic tubes... 

Oil refinery 


Vibratory handling equipment 
Railroad equipment 


| Oil-heater regulators 
| Chemicals..-.-.-. 


Writing ink 
Castor-oil derivatives 
Venetian blinds. 
Industrial filters... 
Oil tanks and pumps. 


Metal drums... ha 


Tapioca rice... 


Converti- 
bility 


$72, 000 
2, 140, 320 


182, 500 


12, 000 | 


479, 250 
90, 090 
70. 000 

209, 000 

304, 950 

920, 108 | 

213, 500 

437, 500 | 

20, 090 

300, 090 
56, 000 | 
51, 000 | 

465, 090 

072, 636 

252, 090 
17, 500 

441,190 

717. 000 

550, 000 | 
504. 000 | 
204, 500 


» 558, 044 


1,000, 000 | 
1, 841, 700 


140, 000 | 
93, 150 

350, 000 | 
10, 000 

1, 298, 000 | 


93, 500 
| 4,826, 


350 | 


1, 082, 350 | 
475, 000 
87, 500 
29, 190 
4, 630, 000 
17, 000 

5, 600, 000 | 
7, 234, 000 
1, 331, 000 
900, 000 
11, 051, 800 
192, 500 
20, 000 
329, 000 

14, 487, 


36, 000 | 
60, 300 


“47, 563, 


140 


000 
000 

, 750 

3, O85 
000 

3, 488 
000 

74, 323 
, 000 


500 |. 


Expropria- 


tion 


$A0, 
1, 881, 


100, 


000 
#00 


000 


000 


50, 831 


9, 668, 


640, 
200, 
150, 

29, 


2, 800, 
, 000 
, 000 


617. 
971 


Orr 


275, 


094 


572 
000 
000 


190 


000 


900 


12, 083, 662 


50 


1, 320, | 
1 


19, 


200, 


, 590, 
250, 


100, 





was Ww 


) 
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Investment guaranties issued through Mar. 31, 1956—Continued 









Investors Product Converti Expropria 
| bility tion 










Turkey: 
Bank of America_-__- Hotel furnishings $1, 049. 600 
Charles Lockton____.._-- Pharmaceuticals . | 06, 863 


E. R. Squibb & Sons-__. do : 2711 450 


a / 






0 ee ee eee ee ‘ 


3. 857, 913 
















United Kingdom: 















Barber-Greene Co : | Construction machinery a 47. 565 
Brown & Sharpe Manufactur- | Machine tools__- ; in 280, 000 
ing Co. | 
Godfrey L. Cabot, Ine ...| Carbon black 2. 05, 000 . 
Cone Automatic Machine Co__.| Automatic screw machines-_- 262, 500 
Coover Alloy Foundry Co___...| Stainless steel valves __-_- 153, 500 
Dictaphone Corp_________---_-- | Dictaphones Serr OE ON oa 
Thomas A. Fdison, Ine __.-....| Miners lamps ecaeiate 2 250, 000 j....... 
Euclid Road Machinery Co | Farth-moving equipment ; 857, £00 
General Time Instrument Corp_| Clocks and watches ‘came ‘a 1, 000, 000 
Jacobs Manufacturing Co | Drill chucks : ge 6°0, 350 
Knott Hotels Corp _....| Hotel operation tis ahidean tel 1, 436, 100 
Lapointe Machine Tool Co___- =I Machine tools ee ME i cineca 
Leeds & Northrup Co__-__._....| Control measuring instruments 392, 000 
meee Engineering Co., | Metal spray equipment_-. a ' BN TI in ice aetna tae 
ne, | 
McGraw-Hill International | Publishing__--_- baad GOOD cchettidiinace 
Corp. | 
Minneanolis-Honeywell Regu- | Regulating instruments WOU OO Us x waemacwecckx 
lator Co. 
Parke, Davis & Co___..........| Pharmaceuticals ; 735, 000 ae 
Pocket Books, Inc___-_---- -| Publishing-____.-- 218, 750 
8. F. Appliances _._.....-- ..| Home appliances te aa 
E. R. Squibb & Sons_____......| Pharmaceuticals 981, 7°O halal 
Standard Prands, Ine ; __| Soluble coffee 7F, 000 sa 
Universal Oil Products_........| Catalyst for petroleum refining 750, 000 


Tote) .<...- 11, 011, 130 


Cp INE in snncassen Ssicasaieosel sei w-----------| $80,785,120 | $25, 734, 156 








Source: Investment Guaranties Staff, International Cooperation Administration, Washington 25, D. C 






Chairman RicHarps. Mr. Houston, I want to ask just one or two 
general questions. 

The legislative history shows that the Congress has always hoped 
this program would do a lot to cut down the need for grant aid. 

Do you feel that the investment guaranty program has helped to 
any extent in that respect? 

Mr. Hovsrton. I think, sir, that it has helped some. I quite real- 
ize that a comparison between the volume of investment that we have 
covered and the volume of aid through public aid funds would not 
suggest that we have cut too large a figure. But I think we have 
helped, yes, sir. 

Chairman RicHarps. Can you explain the apparent reluctance of 
the executive branch in implementing the guaranty provisions of the 
program that we have inaugurated? They don’t seem to like it much 
or push it. 

Mr. Houston. I think, sir, we have made very good recent progress. 
In earlier years the record shows, of course, that progress was very 
slow indeed. 

I think there are at least two explanations as to why that would 
reasonably be so. In the first place, the program is unique. I do 
not know of any other operation that is even closely comparable to it. 
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So that when the statutory authority was first granted, here was a case 
of taking a piece of legislation and developing policies, procedures, 
contracts, and so forth, to implement it. 

Since there was no experience, since there was nothing in the way 
of precedent, it was a rather slow process to hammer that out. 

Secondly, the requirement for specific agreements between the 
United States and the foreign countries concerned required the 
negotiation of these agreements before we had anywhere to operate. 

We had no area of operation until agreements had been negotiated. 
As I mentioned, and as the chart indicated, it is within the past 
couple of years that we have been able to get a really substantial 
number of countries into this operation. 

Chairman Ricuarps. Has it been your experience that American 
corporations, large corporations that have already made private 
investments in the foreign field on their own oppose guaranties to 
new companies which might come over to compete with them? Iam 
talking from the American standpoint. 

Mr. Housron. I have had no such experience directly from any 
company. I have heard in general conversations, one might say, that 
it might be a point against this program, that it tended to bring in 
new competition. But I have never heard that from any business 
people. 

Chairman Ricnarps. [ am going to start down at the other end of 
the table today. I believe Mr. Burleson is first. Do you have any 
questions? 

Mr. Bururson. I don’t have any questions, Mr. Chairman. 

Chairman RicHarps. Mrs. Church. 

Mrs. Cuurcn. I wonder if you have any record of how many 
applications have been turned down? 

Mr. Houston. I can give you a very close approximation from 
memory. I do not have the record with me. The number is very 
small, indeed, primarily for the reason that if in preliminary con- 
versation with a prospective applicant, it appears that the plan that 
he has in mind would not fit the program, we simply try to discourage 
an application. 

So that the cases where an application has actually been filed and 
has then been formally turned down are perhaps no more than 3 or 4. 

Mrs. Cuurcu. Has there been a widespread response to the offering 
of this program, would you say, on the part of industry? 

Mr. Housron. Yes; I think there has been, and most particularly 
in the last year or two. We have been struck by what I may call the 
cross section of business that has approached us. 

We deal with some of the very largest companies. I have here a 
list of guaranties which actually have been issued. I see that they 
concern such large companies as Mobil Overseas Oil, National Biscuit 
Co., Westinghouse Air Brake, and so on down the line. 

At the same time we have issued at least 1 contract in so small an 
amount as $1,000 to an individual investor who felt he would like 
to have this protection. 

Mrs. Cuurcnu. Have you any figures available as to what proportion 
of the total foreign investment in each country these guaranty loans 
represent? 

Mr. Houston. No; I do not. We have made some efforts in that 
direction from time to time. It has proved to be impossible statis- 
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tically as far as we are concerned to relate our figures to the general 
total investment figures. 

Mrs. Cuurcu. Mr. Chairman, I have been interested in noting 
that almost all of the guaranties have gone for investment in European 
countries. I presume the ‘climate’ there is more favorable. 

But would it be possible to expand the program in such a way to 
extend the guaranties into some of the other countries which are not 
as favorable in “‘climate?”’ 

Mr. Houston. Yes. The business that we have actually completed 
up to this time is largely concentrated in the European countries. | 
think for two reasons that is so: First of all, guaranties were originally 
available only in the Marshall plan countries, so that the less developed 
areas are relative newcomers as far as participation is concerned. 

Secondly, I think it is understandable that many of our large com- 
panies who are looking about to find a suitable location for a manufac- 
turing subsidiary or a suitable licensee for patents or other intangibles 
would tend to look to the more industrialized countries of E urope. 

We do have a very encouraging volume of applications related to 
the less developed countries, approximately $160 million of applica- 
tions in less developed countries. 

Mrs. Cuurcu. The next is a very small question denoting my per- 
sonal interest in the guaranty that the Bank of America has of $1,049,- 
000 in Turkey. How did the Bank of America come into that picture, 
through a loan that thev had guaranteed themselves? Is it for the 
new Conrad Hilton hotel in Istanbul? 

Mr. Houston. The transaction related to the new Conrad Hilton 
hotel in Istanbul. The facts, very briefly, were that when the plan 
for the hotel was made, as so often happens in projects of that kind, 
the cost of it proved to be somewhat in excess of the budget that had 
been set up for the job. 

So, additional moneys needed to be located. The Bank of America 
was willing to make the loan of a million dollars in order to finance the 
completion of the hotel if the transaction be covered by one of our 
guaranties, and it was done. 

Mrs. Cuurcu. That follows a slightly different pattern, however, 
does it not, than is indicated on these sheets, when you are 
guaranteeing a bank loan? Are not most of these others guaranties 
to the industrial companies? 

Mr. Houston. Yes. This is the only case of its particular kind. 

Mrs. Cuurcn. You had no question about the wisdom or propriety 
of doing that? 

Mr. Houston. It seemed to me that what we were faced with was a 
project of considerable importance to Turkey in which they had 
already tied up very considerable sums of capital, and which stood in 
the unhappy position of remaining incomplete for lack of that added 
million dollars of resources, and that it would be appropriate to 
encourage financing of that balance. 

Mrs. Cuurcn. Do you see an extension of that policy as you go 
along, guaranteeing loans made by banks to industrial companies? 

Mr. Houston. We have almost nothing in the way of applications 
for that sort of transaction. But it would seem to me if the project 
involved is a suitable, constructive project that it would be entirely 
appropriate to use the authority in those cases, yes. 
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Mrs. Cuurcu. Thank you, Mr. Chairman. 

Chairman Ricuarps. Mr. Carnahan. Mr. Radwan. 

Mr. Rapwan. Mr. Houston, on page 4, the second paragraph of 
your statement, you say— 

Many investors obtain both convertibility and expropriation guaranties to 
protect the same investment. It is believed unlikely that both guaranties would 
be invoked to their total face amounts. 

While I agree with the statement, I wonder, the way it is worded, 
whether there isn’t an indication that there is a possibility that a 
claim could be invoked to recover double the amount of the invest- 
ment? 

Mr. Houston. Yes, sir; the possibility does technically exist. It 
might come about in this fashion. Would you like to have me pursue 
that? 

Mr. Rapwan. Yes. 

Mr. Houston. Let us suppose that we have an equity investment 
in a foreign subsidiary company, and that the investment is covered 
by both types of contracts. These contracts have a maximum term 
of 20 years. So that there is time, in other words, for a good many 
contingencies to arise. 

It would be possible then as the years went by that the investor 
would have occasion to invoke the convertibility coverage and to 
exhaust it entirely through the transfer of dividends earned on this 
investment, and that when the convertibility contract had been 
exhausted, he would still have his investment there in the place 
concerned, and in perhaps the 18th year of the contract that invest- 
ment would be expropriated by the host country. 

So that during one period of time it is conceivable that the con- 
vertibility coverage would be drawn down to cover dividend transfers 
and that the investment remaining there throughout that period 
would later be lost through an expropriatory action. 

It is, shall we say, arithmetically possible that both contracts 
would be called—— 

Mr. Rapwan. As I think about it from what you have just said, 
sir, it would seem there might be a loophole, but before I come to a 
conclusion I would have to give it a little more study. The fact that 
the possibility exists means that the possibility for unjust enrichment 
would exist also. 

Mr. Vorys. Would the gentleman yield? 

Mr. Rapwan. Yes. 

Mr. Vorys. I thought first of the same possibility, but the situation 
he describes would be one where the person had an income from the 
investment which equaled the amount originally invested. He 
had a right to have that income protected, and then if his capital 
was seized and he was reimbursed, he would be merely getting the 
actual return of the income on the investment and protection of the 
investment. 

Mr. Jupp. One is capital investment; one is earnings. 

Mr. Vorys. We expanded the guaranty to cover both a few years 
ago. 

Mr. Jupp. It is earnings. 

Mr. Rapwan. I realize that. It seems where that possibility 
exists there is also the possibility—that particular case sounds all 
well and good and I am satisfied with it, but where the possibility 
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exists that you could have such a double recovery, why, naturally, it 
follows there would be a possibility for unjust enrichment there. 

Mr. Jupp. If the gentleman will yield, there is not a double recov- 
ery. There is a recovery of earnings in one case and recovery of 
capital in the other, but that is not a double recovery. 

Mr. Rapwan. In that case, it wouldn’t be. I am trying now to 
think of a situation where you wouldn’t have this earnings feature. 

Mr. Jupp. The convertibility is convertibility of earnings, and if 
he sells it he gets convertibility of his sale price; but if it is confiscated, 
expropriated, he doesn’t get a sale price, he gets reimbursement. I 
think double recovery is an inaccurate description. 

Mr. Rapwan. That is all I have for the moment. 

Chairman Ricuarps. Dr. Judd. 

Mr. Jupp. I am not troubled by it. I wrestled with this when we 
first adopted it. I was convinced there was not a chance for anyone 
to become unjustly enriched, because if he sells it, he is entitled to 
his returns, and if it is expropriated, the Government takes care of it. 
If he got repaid for both expropriation and sale, that would be double 
recovery. The actual circumstances could give him only one or the 
other. 

As you know, we had an amendment to increase authorization from 
200 to 300 million that we tried to get through last year, but it got 
tied up at the end because no amendments were being accepted by 
our chairman. 

You haven’t been seriously handicapped by that judging from your 
report. Could you have made more guaranties if you had that addi- 
tional authority? 

Mr. Houston. No, sir. We have not been really handicapped. 
Some applicants or prospective applicants are generally aware of the 
increased volume of activity and have expressed some concern that 
possibly they would find themselves left out in the cold. 

No, sir, the shoe has not really pinched. 

Mr. Jupp. The second point is I think these expansions you have 
outlined here have been good. But there is a change taking place at 
the moment, or is in prospect, which I don’t believe is wise. That is 
the Administration’s effort to transfer this whole thing out of ICA 
into the Ex-Im Bank. I have opposed that because it puts the Ex-Im 
Bank in the business of dealing with fuzzy loans and guaranties, and 
soon. I think it ought to be kept a bank. We have fought this issue 
out many times in the committee and that view prevailed. 

I think this operation ought to be in the ICA because it isn’t pri- 
marily a banking operation; it is primarily a matter of helping these 
countries get a maximum of industrialization and economic improve- 
ment through the use of private capital and private management, 
and it ought to be tied in with other parts of programs to those ends 
in which we are giving grant or loan aid. I think it ought to be all 
under one roof. 

What do you think of your agency being put under the Ex-Im Bank? 
Perhaps you are under wraps and can’t express your private opinion 
on that, but I should like it, if you can. Where can you function 
better, under the Ex-Im Bank or where you are now, in relation to the 
total program that we are trying to carry out? Maybe you would 
rather not speak in public session. 

Mr. Houston. I would prefer that vou didn’t press me, Dr. Judd. 
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Mr. Jupp. I want to find the answers to that. I called up the 
State Department and the Treasury Department, some good friends 
of mine, and I tried my best to deter their action. 

I said, ‘‘Don’t do it until after the committee has a chance to work 
on it and has come to some conclusion as a committee.” 

Bankers look at this differently from the way we are looking at it. 
Many of the items are not justifiable as routine banking propositions. 
I worked on a case in Turkey where I think the bankers were wrong. 
They turned something down because it was not a good bankable 
loan. I grant you that. But it was of enormous value to an ally 
that is of enormous value to us. 

Chairman Ricnarps. Dr. Morgan, 

Mr. MorGan. No questions. 

Chairman Ricnwarps. Mr. Merrow. 

Mr. Merrow. No questions. 

Chairman Ricuarps. Mr. Gordon. 

Mr. Gorpon. No questions. 

Chairman Ricuarps. Mr. Vorys. 

Mr. Vorys. Pursuing Mr. Judd’s comment a little bit further, | 
had felt that the administration of the guaranty program ought to 
stay in ICA until I found out that all of the paper work, the machinery 
is now carried out by the Ex-Im Bank; isn’t that correct, that is, the 
actual writing up of the guaranty papers? 

Mr. Houston. No, sir; not quite. The way that works is this. 
We in the ICA deal generally with prospective applicants. We ac- 
cept their applications. We work with them in the development of 
the project. 

When the loose ends are tied up, we draft the guaranty contract in 
the ICA. We work with the investor on the draft until mutual agree- 
ment has been reached, and the investor has signed the contract and 
deposited his check for the first year’s premium. It is at that point 
that the paper goes over to the Ex-Im Bank. They execute the con- 
tract for the Government and administer the contract after its execu- 
tion. 

Mr. Vorys. On administering it, since you haven’t had a loss on 
investment guaranties, could you tell me on informational media 
guaranties, does the Ex-Im Bank handle the losses? We have an 
excellent paper on this by Mr. Kaplan of our staff. The informa- 
tional media people have paid out about $20 million and they have 
recouped about 9 or 10. 

Was that handled by the Ex-Im Bank—— 

Chairman Ricnarps. Mr. Allan will testify on the informational 
media program that you are talking about. 

Mr. Allan, do you want to come in now and answer that question 
while we are on it. 

Mr. Vorys. I didn’t mean to speak out of turn, Mr. Chairman. 

Chairman Ricuarps. I think we should get the answer to the 
question. 


STATEMENT OF ALEY ALLAN, DEPUTY GENERAL COUNSEL, 
UNITED STATES INFORMATION AGENCY 


Mr. Atuan. May I ask you to rephrase your question, Mr. Vorys, 
to be sure I understand? 

Mr. Vorys. Mr. Houston said the investment guaranty, when 
finally concluded, was turned over for administration to the Ex-Im 
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Bank. I asked him whether the bank administered losses; since they 
haven’t had any losses, nobody knows how they have been handled. 

I wondered from the informational media angle, where there have 
been losses and recoupments as a routine matter, whether the bank 
or USIA adjusted the losses. 

Mr. Auuan. First of all, I would like to refer to these as payments 
rather than losses because, strictly speaking, we are paying out dollars 
and buying local currency with them. 

The extent of the Ex-Im Bank’s administration of informational 
media guaranty contracts is to act as the banking agent. They 
write the checks, but the administration, the determination of the 
amount to be paid, is handled by the United States Information 
Agency, which simply tells the Ex-Im Bank how much to write the 
check for. 

Mr. Vorys. Would that be the same situation, Mr. Houston, at 
present with your agency? 

Mr. Houston. The bank’s administration of our contracts, since 
we have not had any claims, comes mainly to collecting the premiums 
as they fall due, to receiving the routine reports that are called for 
under the contracts. 

Mr. Vorys. As I understand it, the expropriation guaranty ex- 
tends practically to cover at least one sort of war risk, in that what 
companies fear is, that if a country is taken over by the Communists, 
as a result of aggression, it would probably wind up with expropria- 
tion. So, to that extent you have a pariial war-risk coverage; isn’t 
that right? 

Mr. Houston. That is correct. 

Mr. Vorys. On the convertibility guaranty, do you convert at the 
exchange rate when the guaranty was issued or when the loss or 
default. occurs? 

Mr. Hovusron. We would use the rate that prevailed at the time 
that the blockage occurred; specifically, the precise rate would be the 
rate that prevailed on the date that the insured applied under his 
contract for conversion. 

Mr. Vorys. I have had recently a complaint about that. When 
a man wants to get back what he put in, on a convertibility guaranty, 
if a country starts fooling around with its currency, that is what he 
buys the convertibility guaranty for, to protect himself against that 
depreciation. 

Is there anything in the law that requires you to pay off under 
later and more unfavorable rates? 

Mr. Houston. We interpret the authority to be directed to assuring 
the transfer of local currency receipts into dollars, and not to extend 
to assuring the maintenance of a particular rate between the cur- 
rencies, 

Mr. Vorys. Do you interpret the law to require you to do that or 
do you feel that is what you ought to do? 

Mr. Hovsron. Both, sir. 

Mr. Vorys. What would be your recommendation as to a provision 
in the law that would permit, if not require, protection—insurance for 
convertibility on the main investment at the rate when the guaranty 
was written? 

Mr. Houston. First of all, sir, 1 would wonder whether the United 
States would want as a general policy to undertake to insure the 
external value of another country’s currency. 
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So, should there be such an authority granted—permissive rather 
than mandatory—it would seem to me that it would be properly 
used only in those situations where it was most urgent and most 
compelling, indeed, that we tried to get something going, in some of 
these countries that are in the very worst shape, where extreme 
measures might be necessary to get any capital moving into them. 

Mr. Vorys. You understand this guaranty plan is sort of my baby, 
although many others have claimed paternity, too. 

Mr. Fuiron. i think there were 6 ccmmittee fathers on this 
guaranty program—Congressmen Vorys, Judd, Javits, John Lodge, 
Ribicoff. and Fulton. 

Mr. Vorys. The purpose of the guaranty, the requirement that it 
be for purposes that fell within the purview of the Foreign Aid Act, 
was to encourage private investment and private funds as a substitute 
for government aid in the form of loans or grants. So, if you had 
hundreds of millions more of guaranties and had had some losses, we 
would be better off than if you have fewer guaranties and no losses. 

Have the countries in Southeast Asia and the Middle East now 
signed guaranty agreements? 

Mr. Houston. In the general area of Asia, we have agreements 
with Japan, Formosa, the Philippines, Thailand, Pakistan. 

Mr. Vorys. India? 

Mr. Hovsron. Not with India, no, sir. 

Mr. Vorys. Indonesia? 

Mr. Houston. No, sir. 

Chairman Ricuarps. Will the gentleman yield? 

Mr. Vorys. I yield. 

Chairman Ricwarps. According to my recollection, if not the 
original, certainly one of the early guaranty provisions reported by 
this committee included war and revolution. 

Mr. Vorys. We have tried that nearly every year. 

Chairman Ricuarps. Isn’t it a fact that when such a guaranty is 
not provided, this tends to discourage investments in some parts of 
the world, as Mrs. Church has suggested. 

Mr. Houston. I believe that is true. 

Chairman Ricuarps. If you are going to guarantee against 
expropriation, you are right on the borderline. 

Mr. Vorys. Mr. Chairman, this guaranty program has been merely 
fractionalizing the general insurance that we hope to provide through 
the whole foreign aid program. 

We have bet $55 billion that if we try to help these countries there 
isn’t going to be a war and that we will end up with a peaceful world 
where people pay their debts. 

If we can get paid 1 percent, or something like that, for applying 
that general guaranty to a particular project, we are not increasing 
our general risk at all. That has alw ays been my theory. 

Chairman Ricnarps. You might extend that further with this 
argument, if you can spend a billion in a ¢ ountry in the face of possibly 
war and revolution, why couldn’t you spend some of it for a program 
like this which would guarantee investments against that risk? 

We fought for that last year, but the other body— 

Mr. Jupp. One man in the other body. 

Mr. Vorys. What we run into over there in the other body is that 
they are willing to spend billions to guarantee peace and prosperity, 
but they won’t handle this. 
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Chairman Ricuarps. Mr. Chiperfield. 

Mr. CurrerFietD. Thank you, Mr. Chairman. All I want to say, 
Mr. Houston, is that I think you ‘made a very constructive statement. 

I was going to ask what you thought about this war and revolution 
matter, but I guess I have been ruled out. 

You have recommended two changes and only two changes. I reach 
the conclusion that you have no recommendations so far as war or 
revolution are concerned, to add an amendment of that kind to this 
program? 

Mr. Houston, I don’t want to put you on the spot. 

Chairman Ricwarps. We would like to know if you would like to 
put something dealing with that in the bill. 

Mr. Vorys. Would it help? 

Mr. Houston As far as the question of whether that authority 
would help and be useful; yes, I think it would. The more fully these 
various risks can be covered, the better it would be. 

Mr. Currerrieip. Thank you very much. 

Mr. Jupp. At the bottom of page 3, Mr. Houston, where you ask 
to extend the authority to issue ouaranties from June 30, i957, to 
June 30, 1962, when was this 1957 date set? Five years ago? 

Mr. Hovston. In 1953. 

Mr. Jupp. We set up the authority for 4 years at that time. You 
are now asking for an extension of 5 more years 

Mr. Houston. Yes. 

Mr. CuHIPpERFIELD. I have one more question, Mr. Chairman. 
Have you tried to get a guaranty agreement with India? 

Mr. Houston. We have had very extensive and elaborate negotia- 
tions, indeed. But we don’t have an agreement. 

Chairman Ricwarps. Mr. Fulton. 

Mr. Futon. When I was at the Rio Economic Conference in 1954, 
at that time there had been no guaranty agreement entered for any 
of the Western Hemisphere countries whatever. I had raised some 
severe objections about it, as no initiative was being taken to expand 
the guaranty program among our own neighbors. 

Why are you able now to get the Latin American countries to co- 
operate where previously there was a complete zero in this guaranty 
program? 

Mr. Houston. Partly, I think, the continued existence and opera- 
tion of the program had, shall we say, seasoned the program a bit in 
the eyes of these countries. 

Mr. Futton. Isn’t it, rather, this: You now have the agency set 
up to do this without too much red ta pe? 

Mr. Houston. We went after the agreements, in a fairly strong 
fashion, a year ago by sending in some people in these countries to 
prosecute the negotiations; that, together with the general back- 
ground of working along with the countries, culminated in a number of 
agreements. 

Mr. Futton. Your program, of course, must have some correlation 
with the Export-Import Bank, the local banks, the International 
Bank, and other financial agencies 

W hy i is it that most of this progrs am couldn’t be done by the Export- 
Import Bank, because the bank has had its capitalization increased 
by Congress from $4,500 million to $5 billion now and has never 
yet approached within $2 billion of getting the money out? 
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What is the problem there? I think Mr. Sam Waugh, the new 
head, is starting to do a good job in the Oxport- -Import ‘Bank, as he 
is getting action. We have had the same difficulties in the Export- 
Import Bank that we have had in this agency. 

Could your agency activity at present be taken up by the slack 
in the Export-Import Bank? 

Mr. Houston. So far as the volume of activity at the present 
time, yes, sir. 

Mr. Futron. There are six of us on this committee that were 
intensely interested in developing this program. I think Mr. Vorys 
took the lead on it. We could never understand why in the State 
Department and the ICA this program has almost uniformly been 
such an unwanted baby. 

I don’t see why you aren’t asking for more authorization for this 
program. I would rather use this program, which is a guaranty and 
insurance business than much of this grant and giveaway aid. 

Chairman Ricuarps. I think we might well ask Mr. Hollister that. 
You gentlemen don’t decide on how much you are going to ask for that? 

Mr. Houston. No, sir. 

Chairman Ricuarps. I think it is a good question, but I don’t 
think this is the witness that should answer it. 

Mr. Futron. Let me ask this witness, then: Could you use more 
guaranty authorization legitimately? 

Mr. Houston. I think that the added authority we are asking for 
now would carry us very nicely until at least a year from this time. 

Mr. Vorys. We are asked for 10-year authority for giveaway money, 
[ think this committee might be more interested in 10-year authority 
to guarantee investments. They would be at least as interested in 
that as they would in the other long-term authority. 

Chairman Ricuarps. I think that would be one of the questions 
we should ask when we get Mr. Hollister up here tomorrow. He is 
head of this whole program. I think it is a good question. There is 
no doubt some of the administrators of the program have dragged 
their feet on loans and on guaranties. That is a field that we might 
well explore, the world being as it is now. Mr. Hays of Arkansas. 

Mr. Hays of Arkansas. I want to turn to another subject for just 
a moment. I wish to ask about the provisions for the $28 million 
authority under the information media guaranty. 

Chairman Ricuarps. We are coming to that. Have you a state- 
ment for the record, Mr. Allan? 

Mr. ALLAN. Yes, sir. I would like to read it, if I may. It is quite 
brief. 

Mr. Futron. The question is, as to your legislative authority, is 
that clear enough? Do you get into disputes or questions whether 
financial equipment is attac ched to the land and therefore becomes land, 
the distinction between real estate and personal property on your 
contracts? 

Mr. Houston. No, sir. 

Mr. Futron. Do you get into any question when somebody wants 
to go in and re-setup a factory by modernizing it, and they use an old 
line of equipment and want to add a new line to it; do you get into 
any question of your authority? 

Mr. Houston. We are faced with that situation a good many times. 
We have had no difficulty with it. 
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Mr. Futron. On the authorization that you have under the statute, 
is it broad enough to cover situations where there are peculiar local 
laws on insurance contracts, on guaranty, on programs of develop- 
ment, and that sort of thing? Is your legislative authorization broad 
enough here? 

Mr. Houston. We are able to tailor a particular contract to the 
facts of the investment plan and to the peculiarities of the local pic- 
ture, if there are any. 

Mr. Futron. There are no legislative faults that a lawyer would 
say are holding you back in your authorization for the guaranty 

program at this time? 

I want that clear, Mr. Chairman, so there is no question that we 
in Congress or on this committee are not adequately giving you the 
tools. You can submit a statement, if you will please. 

Mr. Houston. If I might, I would prefer to do that. 

Mr. Futron. I don’t want a technicality of legislative authorization 
to be holding you back with the guaranty program when we come to 
ask about legislative authority. 

Mr. Houston. I think a brief answer might be this: Yes; I think it 
might be possible to make some improvements and betterments in the 
statute if we undertook a complete overhaul of it; yes, sir. 

Mr. Futron. Could you give us a statement of that for the record, 
with the chairman’s permission? 

Chairman Ricuarps. You are not talking about whether or not the 
scope should be increased; you are talking about improved language 
to facilitate the operation of the guaranties for expropriation and 
convertibility which are already in the law? 

Mr. Futon. I have been asking on expanding the program under 
the present legislative authority, is the present legislative authority 
good or do you have suggestions? 

Mr. Houston. I do have some suggestions. 

Chairman Ricuarps. We would like to have those later, if that is 
satisfactory. Dr. Judd. 

(The information requested appears on p. 783.) 

Mr. Jupp. For the record, I would like ln hecte Mr. Houston state 
when this guaranty authority was extended to Latin America. It 
was not in the original Marshall plan. 

Mr. Vorys. You did it. 

Mr. Jupp. I know it. I put in the amendment. I remember that 
but I don’t know when. ‘To some extent, the delay in South America 
was due to the fact that the original authorization didn’t include South 
America, and we had a hassle about that. Do you remember when 
that amendment was adopted? 

Mr. Houston. As I recall the situation, Dr. Judd, it went like this: 
It was in 1951 that the language was amended to read to the general 
effect that the program should be available in any country for which 
aid is authorized. 

There arose then the question of whether the program could be used 
with respect to projects which might lack a rather compelling defense 
connection, or something of that ‘kind. I believe that the executive 
branch at that time took the position that they doubted whether it 
would be proper to use the authority in connection with projects 
which lacked such a connection. That conclusion, in effect, pretty 
much ruled out the non-European countries. 
75009—56——45 
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In 1952, the intent of Congress was made clear, that they did want 
the authority used without tying it particularly to high priority de- 
fense connected kind of situations. 

Mr. Jupp. That is the amendment that we worked out here and 
got in that year. [I wasn’t sure of the year. I think that in part must 
account for the failure to get going a little earlier and stronger in Latin 
America. 

Sheldon has brought to my attention a sentence that I remember 
writing myself in the 1953 report: 

It is to be expected that the broader coverage required by this bill, coupled with 
an imaginative and realistic approach to the guaranty program by the executive 
branch, will strengthen the role of guaranties in the mutual security program 
not only in the underdeveloped areas but elsewhere as well. 

We put that as strong as we could without being insulting, to try 
to get them going. I think there is some excuse for the delay through 
the fact that we didn’t make clear from the start that it was intended 
to include these Latin American countries; and the next vear, all 
friendly countries. We didn’t make that clear at the beginning. 
Thank you. 

Mr. Vorys. On this fractional reserve, isn’t that the practice of 
every insurance company? No insurance company is required to 
have 100 percent reserve on its insurance contracts. Its reserve is 
fractional in the sense that you are talking about for this guaranty? 

Mr. Houston. Yes, sir. The proposal is in line with standard 
and usual insurance practice. 

Mr. Vorys. The 100 percent reserve that has been followed has 
been something that has never been used in any guaranty or insurance 
or surety arrangement before. Do you know of any case where 100 
percent reserve has been required? 

Mr. Housron. No, sir; I do not, 

Chairman Ricuarps. I just want to say we are going into execu- 
tive session in a few minutes. Some members will want to ask you 
questions about individual countries. We would like to have Mr. 
Allan’s statemnt on the informational media guaranties. Somebody 
may want to ask about them. Will you proceed, Mr. Allan. 

Mr. ALLAN. My name is Aley Allan. Iam Deputy General Counsel 
for the United States Information Agency. 

The proposed legislation on informational media guaranties, which 
is found * pages 19, 20, and 21 of the present bill, has two main 
purposes: To provide a financing mechanism for the informational 
media Sake program separate from the financing of the industrial 
guaranty program, and (2) to separate completely the accounts and 
administration of the two guaranty programs. It would also make 
clear that the informational media guaranty authority which was 
granted to the Director of the United States Information Agency in 
the Mutual Security Act of 1954 is continuing authority, and not 
subject to the lapse date applicable to the industrial guaranty author- 
ity. 

The informational media guaranty program, which we usually call 
the IMG program, is an essential part of the overseas information 
activities administered by the United States Information Agency. 
The chief function of informational media guaranties, or IMG con- 
tracts, is to permit sales of American books, magazines, films, record- 
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ings, and the like in areas overseas where a shortage of dollars would 
otherwise dry up the market for such materials. But the original 
IMG authority was provided as an integral part of the general in- 
vestment guaranty authority in the Economic Cooperation Act of 
1948, and the few amendments to that original authority have been 
brought before this committee as part of foreign assistance legislation. 
Furthermore, although the program has been administered separately 
from the industrial guaranty program since 1952 (first by the State 
Department and now by USIA), it is still financed and accounted for 
in common with the industrial guaranty program. 

The legislation before you would finally separate the two guaranty 
programs, in recognition of the fact that they serve basically ‘different 
purposes. Industrial guaranties provide for converting into dollars 
earnings on capital investments, as well as insurance against expro- 
priation. As such they serve the national policy to promote an 
increase of private investments abroad. Informational media 
guaranties, on the other hand, are commitments on the part of the 
Government to convert foreign currencies obtained by book pub- 
lishers, film producers, and other exporters from sales of informational 
materials in foreign countries. The IMG program acts to support our 
national policy of informing the peoples of other countries about this 
country and what it stands for. In view of these basically different 
purposes it seems desirable to separate the two programs completely, 

The proposal for separately financing the IMG program from now 
on does not require any new funds. It would merely allocate to the 
IMG program part of the borrowing authority presently available by 
law for the overall guaranty program. From the allocation of 
million about $17 million would be available in the form of loans ‘a 
the Treasury to meet the needs of the IMG program after the end of 
this fiscal year. Theother $9 million of the allocation is retrospective: 
it reflects an assumption by USIA of responsibility for amounts made 
available for the IMG program in previous years. In addition to the 
$17 million there are some foreign currencies on hand which have 
accrued from past operations which could add to the amount available 
when and if they can be sold for dollars. 

The amounts borrowed from the Treasury from time to time would 
be put into a special account along with the dollar proceeds from 
selling foreign currencies on hand. Fees received for the issuance of 
guaranties would be put in the same account. The amounts borrowed 
from the Treasury would, of course, eventually have to be repaid to 
the Treasury, with interest. Repayment would come primarily from 
sums in the special account and from foreign currencies then on hand. 
Any net loss from IMG oper itions over the vears WI! ill have to be 
re paid from appropriations, as may be authorized by the Congress. 

[t is anticipated that the amount that will be available will meet the 
needs of the IMG program for 2 to 3 years. Just how long the funds 
will last will depend, of course, upon the volume of applications 
received for IMG contracts and upon the rate at which local currencies 
received under the program can be reconverted into dollars. 
Applic ations are presently sharply on the increase. 

The proposed legislation makes several technical provisions, such 
as authorizing the repayment of certain amounts to ICA, the collection 
of minimum fees for issuance of contracts and amendments, and so 
forth. The most important of these is authority to make advance 
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payments under IMG contracts. This will permit a kind of short-term 
eredit to exporters of informational materials like that furnished 
under many Government contracts for procurement and construction. 
This particular authority is needed for areas where the book trade is 
so undeveloped that American exporters are not able to obtain short- 
term financing through normal commercial channels. Frequently 
these are the very areas which the information program wants 
especially to reach with American books, magazines, films, and the like. 

The informational media guaranty program provides a unique 
means for getting over to peoples of other countries information about 
the United States, and about its traditions, values, and policies. It 
does so at minimum cost to the Government, through normal com- 
mercial channels, and with a minimum of Government activity. The 
United States Information Agency respectfully urges your committee 
to give the proposed legislation sympathetic consideration. 

Mr. Gorvon. Thank you for your statement. We will go on with 
the questioning. Mr. Chiperfield. 

Mr. Cu1PerRFIELD. No questions. 

Mr. Gorpvon. Dr. Morgan. 

Mr. Morean. I have no questions. 

Mr. Gorpon. Mr. Vorys. 

Mr. Vorys. Mr. Allan, this, of course, like the other guaranty 
program, is another one of the good things that we are all pretty 
happy about. 

Are you confined to the countries where guaranty agreements have 
been made? 

Mr. ALLAN. Well, at present it is wide open. Generally, for the 
guaranty program in the past, we have been; yes. 

Mr. Vorys. When these two are divorced a little more thoroughly 
than they are now, would you have to wait until there was a guaranty 
arrangement before you made an informational guaranty and an IMG 
contract for a particular country? 

Mr. Autan. Yes; we have to negotiate special agreements for the 
IMG from now on. 

Under the original program, of course, the two guaranty programe 
were usually covered by the same article in the old ECA bilateral 

For some time we have been negotiating special agreements covering 
this program, and would have to continue to do so. 

Mr. Vorys. You say “special agreements.’”’ Do you have more 
countries for IMG contracts than they have for investment guaranties? 

Mr. Auuan. Mr. Beers, who is the operating chief of the program, 
is here with me. Perhaps he can answer that. 


STATEMENT OF ROBERT BEERS, CHIEF, INFORMATIONAL MEDIA 
GUARANTY BRANCH, UNITED STATES INFORMATION AGENCY 


Mr. Brrrs. I don’t believe numerically our number is as great. 
We have some different countries. 

Mr. Auuan. The list is already in the committee print. 

Mr. Vorys. India? 

Mr. Auuan. India is not one. 

Mr. Brers. There is no reason for us to operate in India for the 
reason that the Indians have a single rate of exchange, which, unless 
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it were changed, makes American books and periodicals so expensive 
there that they have sufficient dollars to cover such imports as they 
can bring in. 

Mr. Vorys. I am trying to get through my head whether there is 
in the mechanics of the thing a difference between the requirements 
of the IMG contract and the investment guaranty. 

Mr. Auuan. As far as the area of coverage is concerned, there is 
no legal difference. As a precondition of the guaranty programs in a 
given country, there must be a formal agreement or exchange of 
notes with that country. We have to negotiate separate agreements 
in the industrial guaranty program to get our program operating. 
We have done so. Each time we want to go into a new country we 
would have to negotiate a new agreement. 

Mr. Vorys. We have it here in a staff paper, but we ought to 
have in the record at this point, Mr. Chairman, a statement of the 
amount of the guaranties you have issued, the amount of payments 
I won’t say losses—and where you stand now. 

Mr. Gorpon (presiding). Without objection we will insert that in 
the record. 

Mr. Auuan. We have furnished it to the staff. 

Mr. Vorys. It ought to be inserted at this point. Will you take 
care of that? 

(The material referred to is as follows:) 
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704 MUTUAL SECURITY ACT OF 1956 


Informational media guaranty program as of Dec. 31, 1955 
Contracts: 


cass Gontenete GGG. os ss os se ec bs coi es. Sk $34, 333, 103. 67 
Less: 
Cancellations (including reductions 
in face and direct dollar receipts). $7, 885, 384. 62 
Payments made under IMG con- 
Ns cia cu ntubavensediecewue 19, 664, 185. 11 
a 27, 549, 569. 73 


Net liability under IMG contracts outstanding- -__ 6, 783, 533. 94 

















Source of funds: 
Fees collected: 
Industrial guaranties... ........... $1, 367, 196. 56 
Informational media guaranties _ _ _ - 450, 916. 67 


to (eine 
From sales of foreign currency received under IMG con- 





WS se ee a Sad oe ova oo akin bus 11, 252, 898. 18 
Borrowed from U. S. Treasury on notes___..-.--.------ 6, 622, 389. 33 
TIS PUI i ne ee 19, 693, 400. 74 


Application of funds received: 
Payments to IMG contract holders for 


local currency transferred_________-_~- $19, 664, 185. 11 

Repayment to U. S. Treasury on notes. - 112, 389. 33 

Interest paid to U. 8. Treasury on notes_. 219. 58 
etal tends anole. «ia. 65} ete ccbeasldan sechedes bun 19, 676, 594. 02 
Balance of funds on hand, Dee. 31, 1955__...._._-_--- 16, 806. 72 


1 The amount due the Treasury Department on guaranty program notes at Dec. 31, 1955, was $6,610,000 
($6,622,389.33 less $12,389.33 repayment). 
2 This amount covers interest paid to the Treasury on the $12,389.58 note repayment. 


Informational media guaranty program—Contracts issued and applications in process 
July 1, 1955, to Apr. 30, 1956 





Contracts issued and in process._...............------------- $9, 790, 246. 33 
Applications awaiting final approval-_-_-_-_.....----.---------- 2, 705, 656. 00 
Pein s:tihinniinannutobiedgudaatihaakabrbnddwaaiiia 12, 495, 902. 33 


Mr. Futon. Does every case of an IMG contract have to be with 
a country receiving aid otherwise under the general program? 

Mr. Auuan. As I understand, the general authority is available for 
any country with which it has been negotiated. 

Mr. Futon. How about the proposed divorced procedure now in 
contemplation? 

Mr. ALLAn. The same would be true. 

Mr. Vorys. Wait a minute. We might want IMG contracts exe- 
cuted in countries where we have no foreign-aid program. I will 
admit it is pretty hard to find one where we aren’t doing something; 
isn’t that true? 

Mr. ALLAN. It is possible. 

Mr. Vorys. Or are you pinned down by the—— 

Mr. Jupp. Are you stuck to the friendly limitation? 

Mr. Autan. I think so. 

Mr. Jupp. I proposed that word, but I sometimes wonder if it was 
smart, as far as informational guaranties. If we could get private 
informational agencies working behind the Iron Curtain, that would 
help, but investment guaranties ought to be limited to “friendly 
countries.”’ I think perhaps the word ‘‘friendly”’ should come out in 
this case. 
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Mr. Futton. The question is, should your agency have broad au- 
thority under our divorced procedure to operate the guaranty pro- 
gram in any country whether it was friendly or unfriendly. 

Mr. Auuan. I think so. 

Mr. Gorpon. Dr. Judd. 

Mr. Jupp. Mr. Allan, on page 3 you say: 

Any net loss from IMG operations over the years will have to be repaid from 
appropriations, as may be authorized by the Congress. 

Have there been net losses to date? 

Mr. Atian. There have been certain book losses which probably 
will be real losses. This has resulted from the shrinkage of local 
currencies that we have on hand. ‘The principal case is Israel. 

Mr. Jupp. It isn’t default? 

Mr. Attan. No. When we make payments under a contract, there 
is not by that fact a loss. There would be a loss if subsequent to our 
getting some of these local currency there was a shrinkage in value of 
those currencies. 

Mr. Jupp. What is the premium that you charge? 

Mr. ALLAN. 1 percent. 

Mr. Jupp. On behalf of the gentleman from Arkansas, Mr. Hays, 
who had to leave, I want to ask his question. Is this $28 million 
authority proposed on page 19 of the bill under consideration adequate, 
in your opinion? 

Mr. ALLAN. First of all, let me point out that the $28 million is not 
new authority. Some $9 million of that simply reflects an assumption 
of liability on the part of the director for the operation of the program 
in past years. 

As of the beginning of the next fiscal year, we reckon that we would 
have some $17 million of new authority to issue IMG contracts. We 
estimate that at the present rate that applications for guaranties are 
running, that that will last us 2 to 3 years. The actual length of time 
it would last would depend on (1) whether the applications for IMG 
contracts increase, and we think it very well may, and (2) on how fast 
we can turn over the local currencies that we take in and get dollars 
back for them. 

Mr. Jupp. I have a little difficulty with arithmetic here. You say 
that of the $28 million, $17 million would be available in the form of 
loans, that the other $9 million—17 and 9 make 26. 

Mr. ALLAN. There are fees involved, also. This is a rather tech- 
nical requirement, that under the overall guaranty program, as they 
have been pledged in the past, the requirement of the law wasthat 
fees be used for any amounts borrowed from the Treasury to make 
payments under the guaranties. 

As a result of this, fees earned by the industrial guaranty program 
have been used to make payments under the informational media 
guaranty program. We felt that when we separated the two programs 
finally we should pay those amounts back to ICA. 

Mr. Jupp. There should be about $2 million in fees? 

Mr. Atuan. Between $1% million and $2 million. 

Mr. Jupp. I think you ought to have that inserted. You speak of 
the 17 and the other 9 million. It is actually 11 million? 

Mr. Atuan. That is true. 

Mr. Jupp. The $17 million new authorization, you think, is 
adequate? 
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Informational media guaranty program as of Dec. 31, 1955 


Contracts: 
EMG conteastetuell.. 6235 ees Ee $34, 333, 103. 67 
Less: 

Cancellations (including reductions 
in face and direct dollar receipts). $7, 885, 384. 62 

Payments made under IMG con- 
WNOEE . ccc cub ivdtsbemhuawan 19, 664, 185. 11 
—_——————__ 27, 549, 569. 73 


Net liability under IMG contracts outstanding- -__- 6, 783, 533. 94 


Source of funds: 
Fees collected: 


Industrial guaranties__......._.--- $1, 367, 196. 56 

Informational media guaranties _ ___ 450, 916. 67 
SEE 1, 818, 113. 23 

From sales of foreign currency received under IMG con- 
weet «35. 5 A te ee Ee ee oe bkédn dan 11, 252, 898. 18 
Borrowed from U. 8. Treasury on notes___...-.-------- 6, 622, 389. 33 
SOM Cues vetiue’ . osc ofc ceeewieeciccesce 19, 693, 400. 74 

Application of funds received: 
Payments to IMG contract holders for 

local currency transferred_..._..__--- $19, 664, 185. 11 

Repayment to U. 8. Treasury on notes- - 112, 389. 33 

Interest paid to U. 8. Treasury on notes_- 219. 58 
etal Gentle wphes. |. cn ccchanesduswiiacéccksdauice 19, 676, 594. 02 
Balance of funds on hand, Dee. 31, 1955__........---- 16, 806. 72 


1 The amount due the Treasury Department on guaranty program notes at Dec. 31, 1955, was $6,610,000 
($6,622,389.33 less $12,389.33 repayment). 
? This amount covers interest paid to the Treasury on the $12,389.58 note repayment. 


Informational media guaranty program—Contracts issued and applications in process 
July 1, 1955, to Apr. 80, 1956 


Contenctes igmbed dnd fm BiGRGRinncic ceieucewaccwdscscccccsus $9, 790, 246. 33 
Applications awaiting final approval____......-..-....-.----- 2, 705, 656. 00 
Basis icine witioicnnichs beck baddest bee es 12, 495, 902. 33 


Mr. Futon. Does every case of an IMG contract have to be with 
a country receiving aid otherwise under the general program? 

Mr. Auuan. As I understand, the general authority is available for 
any country with which it has been negotiated. 

Mr. Futron. How about the proposed divorced procedure now in 
contemplation? 

Mr. AuLaAn. The same would be true. 

Mr. Vorys. Wait a minute. We might want IMG contracts exe- 
cuted in countries where we have no foreign-aid program. I will 
admit it is pretty hard to find one where we aren’t doing something; 
isn’t that true? 

Mr. ALLAN. It is possible. 

Mr. Vorys. Or are you pinned down by the 

Mr. Jupp. Are you sthok to the friendly limitation? 

Mr. Auuan. I think so. 

Mr. Jupp. I proposed that word, but I sometimes wonder if it was 
smart, as far as informational guaranties. If we could get private 
informational agencies working behind the Iron Curtain, that would 
help, but investment guaranties ought to be limited to “friendly 
countries.”’ I think perhaps the word “friendly” should come out in 
this case. 
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Mr. Futton. The question is, should your agency have broad au- 
thority under our divorced procedure to operate the guaranty pro- 
gram in any country whether it was friendly or unfriendly. 

Mr. Auuan. I think so. 

Mr. Gorpon. Dr. Judd. 

Mr. Jupp. Mr. Allan, on page 3 you say: 

Any net loss from IMG operations over the years will have to be repaid from 
appropriations, as may be authorized by the Congress. 

Have there been net losses to date? 

Mr. Autuan. There have been certain book losses which probably 
will be real losses. This has resulted from the shrinkage of local 
currencies that we have on hand. The principal case is Israel. 

Mr. Jupp. It isn’t default? 

Mr. Atuan. No. When we make payments under a contract, there 
is not by that fact a loss. There would be a loss if subsequent to our 
getting some of these local currency there was a shrinkage in value of 
those currencies. 

Mr. Jupp. What is the premium that you charge? 

Mr. ALLAN. 1 percent. 

Mr. Jupp. On behalf of the gentleman from Arkansas, Mr. Hays, 
who had to leave, I want to ask his question. Is this $28 million 
authority proposed on page 19 of the bill under consideration adequate, 
in your opinion? 

Mr. AuuaNn. First of all, let me point out that the $28 million is not 
new authority. Some $9 million of that simply reflects an assumption 
of liability on the part of the director for the operation of the program 
in past years. 

As of the beginning of the next fiscal year, we reckon that we would 
have some $17 million of new authority to issue IMG contracts. We 
estimate that at the present rate that applications for guaranties are 
running, that that will last us 2 to 3years. The actual length of time 
it would last would depend on (1) whether the applications for IMG 
contracts increase, and we think it very well may, and (2) on how fast 
we can turn over the local currencies that we take in and get dollars 
back for them. 

Mr. Jupp. I have a little difficulty with arithmetic here. You say 
that of the $28 million, $17 million would be available in the form of 
loans, that the other $9 million—17 and 9 make 26. 

Mr. ALLAN. There are fees involved, also. This is a rather tech- 
nical requirement, that under the overall guaranty program, as they 
have been pledged in the past, the requirement of the law wasthat 
fees be a for any amounts borrowed from the Treasury to make 
payments under the guaranties. 

As a result of this, fees earned by the industrial guaranty program 
have been used to make payments under the informational media 
guaranty program. We felt that when we separated the two programs 
finally we should pay those amounts back to ICA. 

Mr. Jupp. There should be about $2 million in fees? 

Mr. ALLAN. Between $1% million and $2 million. 

Mr. Jupp. I think you ought to have that inserted. You speak of 
the 17 and the other 9 million. It is actually 11 million? 

Mr. Atuan. That is true. 

Mr. Jupp. The $17 million new authorization, you think, is 
adequate? 
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Mr. ALLAN. We may well be faced with a large volume of applica- 
tions for informational media guaranties for films; if we are, this 
amount won’t be adequate. 

Mr. Jupp. Would you rather have a larger authorization? 

Mr. Atuan. Let me ask Mr. Beers to speak to that. 

Mr. Beers. It is again, of course, a question of time, how long the 
amount available will last. At the present time our applications for 
this present fiscal year are in excess of $12 million. Of course, we are 
limited by law to the issuance of only $10 million in guaranty. We 
are going to have to postpone the issuance of some of these over to 
the start of the new fiscal year. 

As Mr. Allan suggests, I think it will depend entirely upon the vol- 
ume of applications we get, principally from the film industry in the 
years ahead, as to whether we could say this amount was adequate. 
At the present time it appears it would last 2 years. 

Mr. Vorys. On these applications from the film industry, do you 
exercise any discretion on the kind of films that you help to circulate 
around the planet? 

Mr. Brerrs. We definitely do. Each film is reviewed by us, either 
in the form of published reviews or sometimes screening, before we 
agree to cover the export of that film under the guaranty. 

Mr. Vorys. Could you stick in some place the number of copies, 
volumes of magazines, and number of films, some sort of quantitative 
estimate of the informational media that has been circulated around 
the planet under the guaranty provision? 

Mr. Auuan. It is hard to do that other than on a monetary basis. 
We can give you a percentage breakdown of the kinds of materials —— 

Mr. Vorys. It would be a guesstimate? 

Mr. ALLAN. With films, I think we can be accurate, because there 
haven’t been many films moving under the program up to the present 
time. 

Mr. Vorys. I would imagine there have been countless millions of 
magazines about America circulated all over the world that might not 
have gotten there if it had not been for the guaranty program. 

Mr. Atuan. There is no question about that. We will give you 
the best figure we can. 

(The following information has been supplied for the record.) 

It is estimated that approximately 500 feature motion pictures, 17 million 
books, and 26 million periodicals have been sold abroad under IMG contracts 
since the beginning of the program. 

Mr. Futton. Is the $10-million-a-year limitation on the amount of 
guaranty under this program causing you any difficulties? 

Mr. Auuan. The $10 million limitation would no longer apply. 

Mr. Futron. So, you are striking that off for the coming period? 

Mr. Auuan. Yes. 

Mr. Futon. Has it been restrictive? 

Mr. Auan. It will be this year, if this legislation is not passed, 
definitely. Up until this year, it has not been. We are now bumping 
against that ceiling. 

Mr. Fuuron. As TV and radio are getting to be some of the main 
media of information distribution in the world, could you give us some 
sort of a résumé of what might be done in the TV field, radio field? 

Mr. Atuan. I think the same thing might be done as is done in the 
film field. If we sent packaged programs abroad, they would be 
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kinescopes or tape recordings which would be subject to coverage just 
as any other films or records are subject to coverage. 

Mr. Futron. On helping with the installation of facilities, could 
there be anything under this program that could help 

Mr. ALLAN. Considerably more money would have to be made 
available before we could get into the equipment field. 

Mr. Futron. Would that come up with the investment guaranty? 

Mr. Auuan. I think as far as the capital investment, it would fall 
under that. 

Mr. Futon. There are so many old magazines around this country 
and around the houses, is there any possibility of getting programs 
started through voluntary agencies in which you would participate 
on some sort of resale or guaranty? 

Mr. ALLAN. To the extent that a dollar investment was involved 
and the sale of those articles abroad were concerned, we could—just 
how that would work, I am not clear. 

Mr. Futtron. Could you work with charitable and nonprofit 
agencies as well as a profit-motive agency? 

Mr. ALLAN. Yes. 

Mr. Gorpon. Mr. Adair. 

Mr. Aparr. No questions. 

Mr. Futtron. May I say, in finishing, this committee is interested in 
getting a broadened program on investment guaranties and infor- 
mational media guaranties. I think Mr. Vorys has put it very well 
when he infers, if not says, you are not doing enough. I believe we 
want this type of program emphasized rather than the giveaway. 

Mr. Auuan. I would like, if I may, to jom Mr. Houston in perhaps 
presenting a separate memorandum on some of the impediments that 
this program labors under now. 

Mr. Futron. We would like to have it. Certainly when we are 
giving so many grants on very large projects, we would rather have 
it go where there is some chance of getting it back, and we would 
probably be willing to do it for a long term; would we not, Mr. Vorys? 

Mr. Vorys. We have just appropriated $115 million, I think it was, 
for the Information Agency. In this program we may have a possible 
loss of $9 million some day, if you can’t sweat out all of these cur- 
rencies. 

I believe, the best way to tell about America is to have sound 
American publications going abroad. 

Mr. Futon. One other question. Would it be possible on the cur- 
rencies that you have laid up abroad to sell those at a redueed rate to 
American students and travelers, so they could use them, to study 
in those countries? 

Mr. Auan. It is not possible under present law. 

Mr. Futron. I am saying—could it be possible? 

Mr. ALLAN. Yes. 

Mr. Futron. Suppose we could give a bargain rate to teachers or 
students going abroad in these countries to study. We would get a 
reverse sort of use of the funds again. 

Mr. Vorys. Maybe under this agricultural surplus business we 
might consider that, too. 

Mr. Auuan. It is the problem of disposing of these currencies 
= which is a very real one, and one which you have to wrestle 
with. 
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Mr. Futton. Would you put something in the record on that? 

(The following information has been supplied for the record.) 

The purposes for which local currencies acquired under the IMG program may 
be used are generally specified in the formal exchange of notes which constitute 
the IMG agreement with foreign governments. Consequently, in addition to 
enabling legislation, any proposed use for these currencies which is not covered 
in the agreement would be subject to the approval of the foreign government 
concerned, 

Mr. Jupp. What kind of films, if there is a general classification, 
are you assisting? 

Mr. Beers. There are two general classifications. First, and 
largest, of course, are the regular commercial films. As I said before, 
we screen these pretty carefully to eliminate from coverage any films 
= SN to be detrimental to the best United States interests 
abroad. 

The second category of films are educational films which are widely 
used in schools and by various groups abroad. 

Mr. Jupp. Documentary films, and things of that sort? 

Mr. Beesrs. Yes. 

Mr. Jupp. If a commercial company, Metro-Goldwyn-Mayer or 
Twentieth Century Fox, wants to send one of its films abroad, do they 
arrange a contract for a particular film, or do they have an overall 
contract with you that they send this film or the other as they choose? 

Mr. Bzeers. We have different contracts with a company for each 
country. In each country the film distributors have different arrange- 
ments. In some cases, they have subsidiaries there, and in other cases 
they sell to local distributors. They make their own arrangements. 
They are going to sell, we will say, 30 films over the year, and they 
may offer 50 films, 30 of which the distributor will take. We have 
submitted to us all 50 of the films before they are offered to the local 
distributor. That is the way the arrangement generally proceeds. 

Mr. Jupp. When these lousy films that do us so much damage, 
like Blackboard Jungle, go abroad, they are on their own? 

Mr. Brerers. We make the point to avoid the allegation of censorship. 
We only state what will be covered under the guaranty. If any 
American firm wants to sell in one of the countries where we operate 
outside the guaranty, and take final payment in the local currency, 
there is nothing to prevent them from doing so. 

Blackboard Jang e was proposed for sale to Yugoslavia. It was 
not approved, and will not be shown in Yugoslavia. 

Mr. Jupp. You mean, they voluntarily restrain themselves from 
showing it? 

Mr. Beers. They submitted it to us. It is one of M-G-M’s large 
moneymaking films. They wanted it covered under the guaranty 
contract for Yugoslavia. We would not approve it. 

Mr. Jupp. They agreed not to send it over privately and show it 
on their own? 

Mr. Beers. There is no other way they could receive a dollar 
return from Yugoslavia except under our contract. They could sell 
it and take final payment in dinars. They are not going to do that. 

Mr. Jupp. It caused more single damage than any other thing that 
was brought to our attention when we were over there. 

I hope that the next time you work with MGM on contracts you 
give them guaranties on 50 and that you not let them send out any 
other than those 50. 


yz ease 52 


aa 


Payee 





WAT RR Rep cpt oy Fl 


MUTUAL SECURITY ACT OF 1956 709 


Mr. Beers. They have been cooperative with us. 

Mr. Futron. May I have in the record that I am sure that the 
whole committee does not want you to act as movie censors abroad. 

Mr. AuLAN. We have no intention of doing that. 

Mr. Jupp. If you give the guaranty, they ought to submit the 
whole works. The idea of spending $115 million for informational 
media and have the whole thing undercut, winding up with a negative 
result, doesn’t make sense. If we are putting $115 million in it, let’s 
play to win. 

Mr. Futron. You don’t have that specific authority under the 
present legislation? 

Mr. Jupp. As a friendly arrangement, we could say on the side that 
it would be most helpful in completing the guaranties if the company 
volunteered that it wouldn’t send over anything we don’t agree to or 
approve of. 

Mr. AuLAN. Mr. Streibert has testified before the Foreign Relations 
Committee that we have worked closely with the film industry. They 
are cooperative, in many respects. They are a profitmaking organiza- 
tion, and we are not in a position to act as censors. 

Mr. Futron. You can encourage the good, but you don’t have any 
power to prohibit the bad? 

Mr. AuLAN. That is correct. We do everything we can with 
powers of persuasion. I think we have been quite successful. 

Mr. Gorpon. Are there any further questions? Thank you, Mr. 
Allan. We will go into executive session. 

Chairman Ricwarps. Gentlemen, we will go into executive session. 
There may be some questions on individual country programs. 


(Whereupon, at 12:15 p. m., the committee went into executive 
session.) 


SXECUTIVE SESSION 


Chairman Ricuarps. Gentlemen, we are in executive session. 
There may be some questions on individual countries. Are there any 
auestions? ’ 

Mr. Aparr. I would like to direct my question to India. Have 
any approaches been made for guaranties there? [ find none on the 
list. We understand that some American industries have left there 
because of what they regard as an unfavorable climate for American 
businesses. Would you address yourself to the situation in India, 
please? 

Mr. Houston. Yes, sir. We had more than a vear ago what one 

would describe, I suppose, as tentative or preliminary conversations 
with persons in the Indian Government which we hoped would lead to 
formal negotiations and finally to a guaranty agreement. The matter 
didn’t move forward at a very good pace. 
_ In the late spring of 1955, a year ago, we had an ICA representative 
in that area of the world primarily to try to pick up and speed up some 
of these particular negotiations. He, together with the people in the 
local mission, did negotiate at length with representatives of the 
Indian Government. | 

Those representatives were, I should say, of a rank equivalent to an 
Assistant Secretary, perhaps, in our setup. After rather involved 
hegotiations, complete agreement was reached between the Indians 
and the American negotiators on a form of guaranty agreement, be- 
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tween the two countries. We at that time considered that the matter 
was more or less completed, that all that remained was formal approval 
by the Cabinet in India, and that since it had been negotiated at a com- 
paratively high level in the Indian Government, we expected that 
would be a rather routine procedure. 

As a matter of fact, in spite of a very great deal of coming and 
going within the Indian Government, and a very great deal of effort 
on our part to keep moving along on the thing, the agreement is not 
at this moment completed. 

Mr. Aparr. You say, it is not? 

Mr. Houston. It is not at this moment completed. I have in 
my files quite a collection of clippings from Indian newspapers that 
have been sent to me. 

Mr. Aparr. I have some, too. 

Mr. Hovusron. I suspect there are a good many that I don’t have 
because no one sent them to me. Since you have mentioned that 
you have a similar collection, you are thus acquainted with the fact 
that there have been some rather lengthy, often wholly inaccurate 
newspaper stories about this affair in the Indian press. Perhaps it is 
the difference in the point of view. To us, this seems like a reason- 
able, not onerous agreement that we are inviting the country to 
agree to. 

We are a little at a loss to know how it gets blown up to be an affair 
of the size that it has gotten to be in India. 

Mr. Aparr. Is the proposed agreement there similar to agreements 
which have been reached with other countries? 

Mr. Houston. Yes, sir. The substance is identical. There has 
been a little word tinkering, but the substance is identical. 

Mr. Apair. Do you find a hesitancy or a resentment among the 
responsible people in the Indian Government who would be the ones 
to say yes or no to this proposal? 

Mr. Houston. I would describe it rather, sir, as an inability to get 
them to come to grips with it. I have also in the files, in addition to 
the newspaper clippings that I have mentioned, quite a collection of 
messages from our people in India, almost every one of which reads 
about like this: We have discussed this guaranty agreement problem 
with so-and-so in the Indian Government, and we are assured that 
within a month this matter will be taken up and disposed of. 

I have a number of messages to that general effect, and, as time goes 
along, as I say, we can’t quite get the thing brought to a head for some 
reason. 

Mr. Aparr. The background of my general question was the fact 
that when the study mission from this committee was there last fall 
we were told, in the first place, that they were anxious to have foreign 
capital and were in fact counting on some as a part of their program, 
a thing with which you are completely familiar, I am sure. At the 
same time we were told that some American industries presently there, 
notably in the field of automobile production, might have to leave 
because of what they considered to be unfavorable legislative or 
governmental action. 

What I am trying to get this morning is some common denominator 
by which these apparently diverse views could be reconciled. You 
say that you and the people who represent your office in this negotia- 
tion are also at a loss to try to bring these views together; is that what 
you are saying to us this morning? 
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Mr. Hovsrton. I think, sir, that that probably states it fairly well. 
I have thought sometimes, and let me emphasize that this is a personal 
deduction, not necessarily demonstrable, that it might be possible 
that this particular proposed agreement has become within the Indian 
Government a kind of symbol of this very divergence that you have 
referred to, and that those who support the conclusion of this agree- 
ment are those who, as you say, look forward to the need for private 
capital in the Indian plans and hope to attract private capital to 
India; that perhaps there are others who have a different viewpoint, 
and that this particular situation, which is perhaps a comparatively 
small affair in itself, has become symbolic of the difference of view- 
point. 

Mr. Aparr. Do you regard this as a matter primarily representing 
diverse views within the Indian Cabinet, that is, domestic views, or 
as an anti-American or anti-Western gesture, that is, the failure to 
reach an agreement upon this guaranty program? 

Mr. Houston. No, sir. I would not draw any conclusions as to it 
representing any anti-Western point of view. I can conceive that it 
might represent a difference in viewpoint as to the manner in which 
the future economic development of India should be carried forward 
and financed. 

Mr. Aparr. Have any American firms indicated to you an interest 
in going into India if a guaranty program could be worked out? 

Mr. Houston. We have received a fairly considerable number of 
inquiries as to the situation of India and the guaranty program. 
Unhappily, of course, we have to point out immediately we are not 
open for business there. We cannot pursue whatever proposal the 
inquirer has in mind. 

Mr. Aparr. My final question, Mr. Houston, are you able to give 
the committee any notion as to when, if ever, agreement upon this 
point could be reached with the Indian Government? What would 
be your opinion of the matter? Are we going to get to an agreement 
within the foreseeable future or will we not? 

Mr. Houston. If we were having this conversation 6 or 8 
months ago, then I would have answered that I felt quite confident 
that the matter was nearing a conclusion. But after it has dragged 
along in the fashion that it has, then I have to be somewhat skeptical 
that it will be brought to a conclusion. Just the sheer passage of 
time erodes your confidence a little bit. 

Mr. Apatr. Thank you, sir. 

Chairman RicHarps. You said that you don’t know. What is 
your impression? Do you think it is redtape that is holding back 
the program or is it lack of cooperation on the part of India, or is it 
lack of enthusiasm for it? 

Mr. Houston. I think perhaps, in part, it is what we may just 
call bureaucratic delay in getting a relatively small matter up, 
considered and disposed of. 

I read between the lines a little bit that perhaps when there is an 
effort made to crystallize the thing and bring it to a head, opposition 
begins to raise its head, and it sort of floats off into the wings again. 

Chairman Ricuarps. Dr. Judd. 

_Mr. Jupp. Isn’t it possible or perhaps probable that this is the 
situation: That the responsible people in the Government, at the 
Assistant Secretary level with whom you negotiated, really want 
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this thing but they don’t dare stand up against the demagogs in 
their country who are out stirring up the people against Western 
colonialism? 

This is along the line of testimony we had the other day, Mr. 
Chairman, that they always say publicly that they don’t want 
grants, that they want loans, but in private negotiations they want 
grants. The fellows who are trying to carry out the program want 
it, but the demagogs who are playing it for political purposes, 
inflame public opinion so that these hardheaded folks don’t dare 
stand up and carry through. That happens in more countries than 
one. 

Did you have any impression that it might be decided along those 
lines, not on the economics of it, but on the politics of it, sir? 

Mr. Houston. I don’t. It is, of course, hard to get clear impres- 
sions on the basis of cables and letters, and that kind of thing. 

Along the line that you have mentioned, there are certain persons 
in the Indian Government, particularly those who participated in 
these actual negotiations, who, first of all, agreed at their level to 
the terms of the proposed agreement, and who we are informed con- 
tinue to support the completion of the agreement. At that point it 
gets a little bit difficult to discover just what happens to something 
that has good support but which, at the same time never does emerge 
as a finished piece of business. 

Mr. Jupp. I suggest before the Ambassador from India comes up 
here in a few days he be advised of this question, so that he will be in 
a position to give us his viewpoint on the thing and not have to say, 
“T am sorry. I don’t have it here. I will try to get it later.” 

Mr. Apatr. I would like to join, Mr. Chairman, in Mr. Judd’s re- 
quest. I think it would be very fruitful, particularly as I think it 
was on his veranda that we spoke to this man who said so definitely 
that the Indian Government wanted foreign private capital. 

Mr. Jupp. Let him know we want to ask him many specific ques- 
tions on this project. 

Chairman Ricuarps. Let who know? ; 

Mr. Jupp. Ambassador Cooper is to be here. I think he ought to 
be told ahead of time so that if he has specific information he can 
furnish it. 

Mr. Futon. There has been comment of what the Indian news- 
papers have said on this subject. Could you give that to us? 

Mr. Houston. It falls into three kinds of stories. Some which 
represent merely a kind of descriptive news item as to what the pro- 
gram is about and how it operates. Some of the stories have been 
slanted in a direction that would suggest that this is the kind of thing 
that perhaps ought not to be agreed to and they ought not to do it. 

The third category is favorable comment, “Yes, this would be 
helpful and worthwhile thing. Why don’t we get on with it?” 

Mr. Furton. There has been no concerted attack in the Indian 
newspapers? 

Mr. Hovston. It has not been a pattern of concerted attack. 

Mr. Futon. Simply, there has been some inaccuracy in news 
reproduction of the purposes of the program? 

Mr. Houston. Yes. 

Mr. Jupp. Mr. Chairman, I should like to ask this question, if | 
may, whether Mr. Houston now in executive session, on the basis of 
his experience, would be willing to give us his personal view as_to the 
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wisdom of transferring this whole operation out of ICA to the Ex-Im 
Bank. If you prefer not to express an opinion, I will not press, 
because you have to fight it out with your agency. Maybe you 
would rather not have anything in this record. You are the fellow 
operating the program. It js a good record you have presented. 
I would like your opinion. 

Mr. Houston. I understand it is desired to transfer the program 

Chairman Ricwarps. You think it is what? 

Mr. Jupp. I thought he said that his superiors had decided that it 
was advisable to put this in the Ex-Im Bank, and that as far as he was 
concerned that was the policy. 

Mr. Houston. That is right. 

Mr. Vorys. I would like to find out if you have an agreement, with 
Egypt. 

Mr. Houston. No, sir. The Egyptian situation is much like that 
in India. 

Mr. Vorys. Do you have an agreement with any of the Middle 
East countries? Israel? 

Mr. Houston. Israel. Pakistan. I am never quite sure where to 

rT : r 
put Turkey. We have an agreement with Turkey. 

Mr. Vorys. How about Syria? 

Mr. Houston. Syria we do not. 

Mr. Vorys. Lebanon? 

Mr. Houston. Lebanon. I could repeat all I have said about the 
Indian—not all I have said about the Indian situation, because there 
is not in the case of Lebanon this newspaper business. It is another 
case of an agreement negotiated there on the spot with the people 
and needing only the approval of higher authority to have it a finished 
piece of business. There are repeated reports that next week or the 
next day or the day after tomorrow they are going to sign it, but they 
have not come through. 

Chairman Ricuarps. Saudi Arabia? 

Mr. Houston. None. 

Mr. Futtron. Jordan and Iraq? 

Mr. Houston. In the case of both Jordan and Iraq, we have what 
I would describe as very preliminary conversations that can scarcely 
be called negotiations. 

Mr. Vorys. Lran? 

Mr. Houston. Tentative, preliminary negotiations with Iran. 

Mr. Vorys. Are there informational media agreements with any 
of those countries, Middle East countries, except Israel? 

Mr. Brrrs. We have agreements with Turkey, Pakistan, Egypt. 
But that has never been used, the one in Egypt. 

Chairman Ricwarps. Offhand, what country in the East would you 
say seemed to be the most anxious and most receptive to this guaranty 
program? 

Mr. Houston. Pakistan. 

Chairman Ricnarps. How about Europe? 

Mr. Houston. The European countries, where we have been in 
operation for a fair period of time, there we have got onto a routine 
basis, bureaucratic machinery has been established, a number of cases 
have been moved through it. We go ahead in a perfectly routine way. 

Chairman Ricnarps. How about France and Italy? 

a Houston. We go through in an easy, standard kind of way 
there, 
75009—56——46 
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Chairman Ricuarps. You don’t get much encouragement in Great 
Britain? 

Mr. Houston. We are doing a good deal of business there; yes. sir. 

Chairman Ricuarps. After you divide it all up, it is not much in 
any one country. Are there any other questions? Thank you very 
much. We appreciate your coming up. I am sorry we didn’t get to 
the witness on unexpended balances today. We would like for you to 
come in the morning. 

Mr. Vorys. Do you have a statement to pass around? 


STATEMENT OF JOHN E. MURPHY, CONTROLLER, INTERNATIONAL 
COOPERATION ADMINISTRATION 


Mr. Murpny. No. I was going to speak extemporaneously from a 
set of charts. 

Chairman Ricuarps. I thought you had a statement, Mr. Murphy. 

Mr. Murpuy. On administrative expenses. 

Chairman RicuHarps. You have some charts that you could leave 
with us? 

Mr. Murpny. That is right. 

Chairman Ricuarps. We could look it over before you come in the 
morning. That will be fine. Gentlemen, we will appreciate it if you 
will come in the morning. 

Mr. Vorys. We had better insert in this guaranty hearing a typical 
guaranty agreement. We had better have the text of one. We have 
here the Guatemalan one. Is that a typical one? 

Mr. Houston. Yes. 

Chairman Ricuarps. It is standard, is it? 

Mr. Hovsron. Standard, except for a little word tinkering. 

Chairman Ricuarps. You want an example of that? 

Mr. Vorys. Yes. Maybe you have something better. Hand in 
one that is typical. If they won’t sign something, what is it they 
won’t sign? 

Chairman RicHarps. Without objection, at the end of your testi- 
mony, Mr. Houston, we will place in the record an example of the kind 
of agreement form you use, and get it as closely typical as you can. 

Mr. Houston. They are public documents. I happen to have the 
agreement with Ecuador, the agreement with Austria in my hand. 

Mr. Fuuron. You must have a master form of agreement that you 
work from. Why not put that pro forma agreement in; is that all 
right, Mr. Chairman? 

Chairman Ricuarps. I think it might be better than just having 
one particular country. Put in your basic agreement procedure form. 

(The following have been supplied for the record:) 


Drarr Nore Wuicuh May Be Usep To Instirute INVESTMENT GUARANTY 
ProGrRAM (CovERING BotH CONVERTIBILITY AND EXPROPRIATION GUARANTIES) 


ExcE.LLEeNcY: I have the honor to refer to conversations which have recently 
taken place between representatives of our two Governments, relating to guar- 
anties authorized by section 413 (b) (4) of the Mutual Security Act of 1954, as 
amended; I also have the honor to confirm the following understandings reached as 
a result of these conversations: 

1. The Government of _.. and of the United States of America 
will, upon the request of either of them, consult respecting projects in - 
proposed by nationals of the United States of America with regard to which 





MUTUAL SECURITY ACT OF 1956 715 


guaranties under section 413 (b) (4) of the Mutual Security Act of 1954, as 
amended, have been made, or are under consideration. 

2. The Government of the United States agrees that it will issue no guaranty 
with regard to any project unless it is approved by the Government of 

3. With respect to such guaranties extending to projects which are approved by 
the Government of in accordance with the provisions of the 
aforesaid section 413 (b) (4), the Government of _ agrees: 

(a) That if the Government of the United States of America makes pay- 
ment in United States dollars to any person under any such guaranty, the 
Government of --- will recognize the transfer to the United 
States of America of any right, title, or interest of such person in assets, 
currency, credits, or other property on account of which such payment was 
made and the subrogation of the United States of America to any claim or 
cause of action, or right of such person arising in connection therewith; 

(b) That [local currency unit] amounts acquired by the Government of the 
United States of America pursuant to such guaranties shall be accorded 
treatment not less favorable than that accorded to private funds arising 
from transactions of United States nationals which are comparable to the 
transactions covered by such guaranties, and that such [local currency unit] 
amounts will be freely available to the Government of the United States of 
America for administrative expenditures; 

(c) That any claim against the Jovernment of 
to which the Government of the United States of America may be subrogated 
as the result of any payment under such a guaranty, shall be the subject of 
direct negotiations between the two Governments. If within a reasonable 
period, they are unable to settle the claim by agreement, it shall be referred 
for final and binding determination to a sole arbitrator selected by mutual 
agreement. If the Governments are unable, within a period of 3 months, to 
agree upon such selection, the arbitrator shall be one who may be designated 
by the President of the International Court of Justice at the request of either 
Government. 

Upon receipt of a note from Your Excelleney indicating that the foregoing 
provisions are acceptable to the Government of ____________- Ligudithe 
Government of the United States of America will consider that this note and 
your reply thereto constitute an agreement between the two Governments on 
this subject, the agreement to enter into force on the date of your note in reply. 

Accept, Excellency, the renewed assurances of my distinguished consideration. 


Drarr Note Wuicnu May Be Usep To Institute INVESTMENT GUARANTY 
PROGRAM (COVERING ONLY CONVERTIBILITY GUARANTIES) 


I have the honor to refer to conversations which have recently taken place 
between representatives of our two Governments relating to guaranties ene 
inconvertibility of investment receipts authorized by section 413b (4) (B) (i) of 
the Mutual Security Act of 1954, as amended. I also have the Maier to Siatlabel 
the following understandings reached as a result of these conversations: 

The Governments of - and of the United States of America 
will, upon the request of either of them, consult respecting the guaranty program 
authorized under the aforesaid section 413b (4) (B) (i). 

The Government of the United States agrees that it will issue no guaranty 
with regard to any project unless it is approved by the Government of 


3. With respect to such guaranties extending to projects which are approved 
by the Government of S _. in accordance with the provisions of 
the aforesaid section 413b (4) (B) (i), the Government of : agrees: 

(a) That if the Government of the United States of America makes pay- 
ment in United States dollars to any person under any such guaranty, the 
Government of _ ____ will recognize the transfer to the United 
States of America of any ‘right, title, or interest of such person in assets, 
currency, credits, or other property on account of which such payment was 
made and the subrogation of the United States of America to any claim or 
cause of action, or right of such person arising in connection therewith. 
Nothing in this agreement shall confer upon the Government of the United 
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States greater rights than those available to such person with respect to any 
such claim or cause of action or right to which the Government of the United 
States may have become subrogated. 

(b) That amounts (in local currency units) acquired by the Government 
of the United States of America pursuant to such guaranties shall be accorded 
treatment not less favorable than that accorded to private funds arising from 
transactions of United States nationals which are comparable to the trans- 
actions covered by such guaranties, and that such amounts (in local currency 
units) will be freely available to the Government of the United States of 
America for administrative expenditures. 

Upon receipt of this letter, an agreement is established between our two govern- 
ments on the matters effective on the date mentioned above. 

I take this opportunity to reiterate to Your Excellency the assurance of my 
highest and most distinguished considerations. 


The committee stands adjourned until 10:30 in the morning. 

(Whereupon, at 1:05 p. m., the committee adjourned.) 

(In addition to a classified memorandum on this subject, the follow- 
ing information has been submitted for the record in response to a 
request by Chairman Richards and Mrs. Kelly (see also pp. 464-465) :) 


Sino-Soviet Economic AND TECHNICAL ASSISTANCE TO THE FREE WoRLD 


1. Sino-Soviet bloc credits 

Incomplete reports indicate that the Soviet bloc has extended credits to free 
world countries for the period January 1954 to April 1, 1956, of at least $553 
million. Unconfirmed reports refer to additional bloc credit agreements and 
credit offers which, when added to the credits mentioned above, make a total of 
more than $1 billion. Mcre than half of the known bloc credits have been ex- 
tended by the U. 8. 8. R. and the balance by the European satellites. Table I 
below shows the countries to which the bloc is known or is believed to have 
extended credits and where available indicates the amounts. 


2. Grant aid 

Outright grant assistance extended by the Sino-Soviet bloc has been negligible. 
It has been largely limited to small amounts of technical assistance under the 
United Nations program, invitations to students, and technical study tours. 
The bloc has contributed or pledged the equivalent of $5,064,705 to the United 
Nations’ expanded program of technical assistance since its inception. Other 
so-called bloc gifts such as the Technological Institute to Burma are in reality 
barter deals involving the supplying of the bloc by the recipient country of an 
equivalent value in goods. 


3. Technical assistance 

Since mid-1955 the bloc has been sending increasing numbers of technicians to 
the underdeveloped countries both in connection with its participation in the 
United Nations technical assistance program as well as the various development 
projects it is undertaking on a bilateral basis. Largest numbers of bloc technical 
personnel have gone to Egypt and Syria, in the Middle East, and India and 
Afghanistan, in South Asia. Information is not available as to their exact 
numbers. They range from high-level scientific and professional advisers to 
construction technicians. The bulk of the technicians have been supplied by 
the U. 8. 8. R. and Czechoslovakia. 

The size and quality of the bloc’s technical manpower pool varies widely from 
country to country. The U.S. 5S. R. pool of technical personnel compares favor- 
ably with that of the United States. While the U. 8. 8. R. has only about one- 
third as many living graduates of schools of higher education as the United States, 
it has as many or even more graduates in applied scientific fields as this country. 
Certainly in the highly specialized fields Soviet training is as good as in the United 
States. On the other hand there is every indication of severe shortages of most 
types of technical manpower in Communist China. 


4. Trade 

The major emphasis of the bloc’s current economic offensive has been on the 
negotiation of bilateral trade and bulk purchase agreements. The attractiveness 
of the bloc’s efforts in this direction has been increased by its willingness to take 
exportable surpluses like cotton and rice from distressed sellers and to provide 
capital goods in exchange. 
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Since mid-1953 the Sino-Soviet bloc has greatly expanded the number of trade 
agreements it has with free world countries. The total number of such agree- 
ments increased by 42 in 1954 and an additional 40 in 1955. Almost two-thirds 
of the 1955 increase represented a formalization of trading arrangements with the 
underdeveloped countries, 

In addition, annual protocols, under trade agreements already in existence, 
provide for an expansion of trade. Large increases in quotas occurred chiefly 
in agreements with West European countries. 

Trade of most underdeveloped areas with the bloc is still a small proportion of 
their total trade (see table 2), but significant increases have occurred in bloc 
trade with some countries over the past 2 years, notably Burma, Egypt, Indonesia, 
Afghanistan, Turkey and Yugoslavia. Further gains are to be expected as trade 
begins to move under recently signed trade agreements. In the case of Burma, 
for example, arrangements recently concluded provide for exchanges that will 
involve one-quarter of Burma’s total trade. Egypt’s trade with the bloc in the 
first 10 months of 1955 accounted for one-seventh of its total trade, and recent 
sales of cotton and purchases of arms may increase this ratio to one-fifth. 


TABLE 1.—Soviet bloc credits extended to nonbloc countries Jan. 1, 1954—Apr. 1, 1956 


{In millions of United States dollars] 


Area 
Middle East: Amount 


South and southeast Asia: 
Afghanistan 


Yugoslavia 
Latin America: Argentina 
Africa: Ethiopia 
! Not available. 
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TABLE 2.—Percentage of Sino-Soviet bloc trade to total trade of selected underde- 
veloped countries, 1956 











Period of 
Country 1954 1955 1955 
(months) 
A. South Asia and the Far East: 
NR 4 Cn chinks i bidhahinhanoetesetbnee Adieeie abides alte diecatabeid 0.7 5.3 12 
ak Be he ih oS i | 11.9 6.1 ll 
I rads, 65s cy nai aiekceanet emia tare eee ee aati 18.9 17.3 12 
Ra ciih ohsk dit si debbie tebhs Wedpbins Ohads th cheek 1.3 1.1 9 
I ss. Bis biel db din cikiddilhe dAbdaabelaho ovndbiid 1,6 5.2 10 
I asi ais di lity sia nina ieee ae pleteeaubeaede acne 2.5 2.2 12 
I hic onc: ten ecient ccasebiaed a ath ce eae ea a. 5.6 6.7 9 
PUNO 52 Swi odbbbactbdunaubenctvebweduce’ liens el (?) 12 
B. Europe: 
SE SSS eee aes: eee a 28.3 26.4 12 
neon sdune deacon ce st aeakten fitbetthenatnate acaed dial 1.8 9.9 12 
[OSs keen neh use seudatbaxctunawebieonbhinhiannae 21.1 24.5 12 
C. Near East and Africa: 
IEE, a) 18 tate acerca wintaniaeiiimaniiie deitebeliowincen bie 12.6 12.9 (3) 
Pn. Gitta) nanhaneudhdadecaia saeehnneeeiniaassch 9.7 | 14.1 10 
PE conicdsciudocauckote ccuubi naan aabinier es . 4.7 | 3.2 6 
BNE cian cchnicdumWiwenak jue mat ames eames rue 4.3 1.9 9 
ic icicnebebhitnnnieeetihorcebhetetaialimalanneht 1.5 | ae 6 
IL... cnitbebidildsinedetabenamaeeanabeckabe dha 1.9 | 2.0 6 
is le il Oe ee area 3.0 (4) tenses 
CRG 0 ot ie ete. - peace daupesnemnneawen enn aad 1.5 3.5 6 
(lO 12.0 20.0 12 
D. Latin America: 
lt i ck i te celta nal dite 8.6 8.6 6 | 
eee asthe ee ke tina aL aie meee 1.3 3.0 10 
WI s Sind cn teescecccacnase ees cctdonsen oseddinenewe 5.0 3.4 6 








1 Excludes petroleum exports from Indonesia and Iraq. For Iran petroleum shipments negligible in 1954 


they are included in the first 2 months of the 1955 data but excluded thereafter. 


2 Insignificant. 
3 Jan. 21-Oct. 23. 
4 Not available. 
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FRIDAY, MAY 4, 1956 


Hovust OF REPRESENTATIVES, 
CoMMITTEE ON ForREIGN AFFAIRS, 
Washington, D. C. 

The committee met, pursuant to call, in room G—3, United States 
Capitol, at 10:38 a. m., Hon. A. S. J. Carnahan presiding. 

Mr. CarnaHan. The committee will come to order. We are in 
further hearings on H. R. 10082. 

Our first witness this morning is Mr. George J. Burger, vice presi- 
dent, National Federation of Independent Business, room 740, Wash- 
ington Building, Washington, D. C. We are glad to have you with 
us. You may proceed. 


STATEMENT OF GEORGE J. BURGER, VICE PRESIDENT, NATIONAL 
FEDERATION OF INDEPENDENT BUSINESS 


Mr. Burcer. I am George J. Burger, vice president and Washing- 
ton representative of the National Federation of Independent Busi- 
ness. I am appearing here solely for the membership of the federation. 

We represent independent business and professional people in all 
vocations from all parts of the country. We have the largest directly 
supporting membership of any business organization in the country. 

Our position on legislation is dictated directly by our membership. 
We poll our members on all important issues, and are committed by 
their majority vote. No officer or group of officers is permitted to 
speak or act officially for the federation until our entire membership 
has been polled. 

_ Our members were polled through Mandate No. 216 (official pub- 
lication of the federation) on the question: 

_Are you for or against maintaining foreign aid as a permanent feature of our 
Nation’s foreign policy? 

It is to be noted on the Mandate the instruction is given to the 
members: 


Before voting—see arguments “for’’ and “against.”’ 
The argument for: 


In the political cold war, foreign aid almost certainly saved Western Europe 
from communism. Europe doesn’t need more aid, is now expected to help the 
United States in aiding Asia. Stout defense of the United States at Bandung last 
year is proof that mutual-assistance help can work there, too. Militarily, the 
United States with annual expense of a few billion has made possible creation of 
allied forces equal to nine times our ground forces, twice the number of air squad- 
rons, equivalent of our naval forces. Economically, aid has helped sustain the 
United States economy. Over three-fourths of the funds have been spent in the 
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United States. More, the 1954 rise in exports helped float the United States 
economy through the recession. 


The argument against: 


Since July 1, 1945, United States taxpayers have ponied up about $60 billion 
for foreign aid. While the program was ‘‘temporary”’ at first, it is now on a per- 
manent basis. Meanwhile our Nation has gotten the highest deficit of any country 
in the world. Those who espouse aid forget that you can’t finance or buy friend- 
ship. Consider, in Korea the United States bore almost 90 percent of the burden. 
Where were our European allies? Now the switch is to Asia. But India, an Asian 
country which has taken foreign aid, is flirting with Communist China. Indonesia 
which would get aid, has indulged in ventures sure to wreck its economy. Question 
here is just who is kidding whom? 

The result of this poll, as it appears in Mandate No. 217 shows: 
16 percent for, 80 percent against, and 4 percent no vote. 

As a matter of record, I request the privilege of having made a part 
of the permanent record of this hearing, Mandate bulletins Nos. 216 
and 217 as they refer to our action on the foreign-aid program. 

I present these for the record. 

Mr. Carnawan. Without objection, the material referred to will 
be made a part of the record. 

(The material referred to is as follows:) 


[From The Mandate, Bulletin No, 216, Chicago, I11.] 
Hetp Concress PREPARE For 1956 Sess1on— 
Your PeRsoNnAL Vote Wiit HELP SHAPE Issues 


* + * * * * * 


_3. Are you for or against maintaining foreign aid as a permanent feature of our 
Nation’s foreign policy? 
* * * * * * * 
Before Voting, see arguments ‘‘for’”’ and ‘“‘against,”’ next page 


National Federation of Independent Business—Ballot No. 216 


To My Congressman: Following is my opinion on the measures hereon. I have 
drawn a line through those on which I do not care to vote: 


+ * ok * * * * 
For Against 
3. Congress maintain foreign aid on permanent basis C) 
* * * * * * * 
ES oh ccc uacesenceccasknuase ce eede es ceboes custasteeneweuwcs> 
* * * * * * * 


3. Argument for.—In the political cold war, foreign aid almost certainly saved 
Western Europe from communism. Europe doesn’t need more aid, is now expected 
to*help the United States in aiding Asia. Stout defense of United States at Ban- 
dung last year is proof that mutual assistance helps can work there, too. Militarily, 
the United States with annual expense of a few billion has made possible creation 
of allied forces equal to nine times our ground forces, twice the number of air 
squadrons, equivalent of our naval forces. Economically, aid has helped sustain 
the United States economy. Over three-fourths of funds have been spent in the 
United States. More, the 1954 rise in exports helped float the United States 
economy through the recession. 
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3. Argument against. Since July 1, 1945, United States taxpayers have ponied 
up about $69 billion for foreign aid. While the program was temporary at first, 
it is now on a permanent basis. Meanwhile our Nation has gotten the highest 
deficit of any country in the world. Those who espouse aid forget that you can’t 
finance or buy friendship. Consider, in Korea the United States bore almost 
90 percent of the burden. Where were our European allies? Now the switch is 
to Asia. But India, an Asian country which has taken foreign aid, is flirting with 
Communist China. Indonesia, which would get aid, has indulged in ventures 
sure to wreck its economy. Question here is just who is kidding whom? 


* * * * * * * 


[From The Mandate, Bulletin No. 217, Chicago, Il.] 


Following is the national summary of votes cast on issues carried in The Mandate 
No. 216. This summary has been forwarded to Members of Congress, to members 
of the permanent Senate Small Business Committee, to members of the House 
Small Business Committee, to other interested congressional committees, members 
of administrative Government and Government agencies. 

+ * * * * * ~ 


[Percent] 
For Against No vote 
+t 


3. Congress maintain foreign aid on permanent basis 80 
* * * o* * * * 

Mr. Burcer. Mr. Chairman, and members of the committee: As 
these expressions come from what can properly be termed the “grass- 
roots” of our Nation, we believe it should be of importance for the 
cOmAaayrnr and the Congress in shaping future action on this major 
subject. 

It has been reliably reported, as late as April 26, over one-half of 
the present Federal public debt can be traced directly to involvement 
in tone wars and the extension of aid to foreign governments and 
peoples. 

It is also reported that the worst feature of our foreign-aid programs 
is the fact that during periods of deficit financing, we have put the 
American taxpayers deeper in debt by borrowing money for the foreign- 
aid programs. This has cost another $18 billion plus and the interest 
on the interest of this borrowed money added more than $8 billion 
to the total of the foreign-aid programs since the end of World War I. 

It is to be noted in a recent report appearing in the New York Times 
of April 21, it says: “NATO costs so far set at $312 billion,” and further 
quoting from the Times: ‘‘Seven-year bill for United States alone is 
$252 billion. Thirteen other lands contributed the balance.” 

In my executive position with the Federation, and in my travels 
throughout the Nation meeting with the average independent business- 
man, the question is put to me time and again: ‘‘When is Congress 
going to call a halt to the give-away program before it wrecks the 
economic structure of our Nation and breaks the backs of its people?”’ 
Mr. Chairman, this is an actual, truthful statement presented to me 
time and time again, nationwide. I answer: “The question must be 
answered by the Congress of the United States.”’ 

I think it can be said that the public at large is well aware of the 
fact of the constant inspired, alarming statements used by the various 
administrations as to the peril we face unless this foreign aid of all 
descriptions continues. It is my belief that the public now believes 
that most of these statements are merely “smokescreens” in an attempt 
to justify the continuance of this give-away program. 
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Mr. Chairman, I have tried to keep this statement as short as 
possible and, at the same time, present to the committee what could 
be called ‘“Mr. Citizen Speaks,”’ 

The argument is now being used for the continuance of foreign aid 
to combat reported, alleged aid from the Soviet Government. It is 
beyond me to understand how that Government could make good or 
deliver foreign aid in the same capacity as our own Government has 
done—where, on the other hand, it is a matter of public record that 
the Soviet Government has yet to make its adjustments on the lend- 
lease arrangement our Government so graciously extended during the 
critical days of World War II. It is my belief, judging on perform- 
ances, that any pledge made by the Soviet Government can be looked 
upon as merely “‘pie crust.” 

Just recently, to my surprise—and it happened within the past 60 
days, I found that an American citizen returning from the Middle 
East after a year or two stay, remarked: “If you want to see some 
evidence of appreciation of our foreign-aid program, look at what is 
stamped on the currency of that country—‘ Yankee Go Home.’ ”’ 

Mr. Seitpen. Will the gentleman yield? What country is that? 

Mr. Burcer. Persia. 

I wonder how many other recipients of aid from this Government 
share the same lack of appreciation—all at the expense of American 
taxp°yers. From authoritative reports we are receiving it is a safe 
corclusion that this must be happening, either directly or indirectly, 
in he case of many other recipients of our foreign-aid program. 

It is interesting to note in the international section of the New York 
Times of Wednesday, January 4, 1956, it said: “Booming Europe 
Forced To Slow Industrial Gain—Struggle To Keep Prosperity From 
Inducing Inflation Believed Won in 1955.’”’ So there is justification 
for the Congress to stop, look, and listen before continuing this ob- 
viously unneeded foreign-aid program. 

It would appear to small business generally that the continuance of 
such extensive foreign-aid program may be a smokescreen to further 
the best interests of international business corporations—all at the 
expense of the American taxpayers and small business of this Nation. 

Mr. Chairman, I have in my possession a wealth of material taken 
from the press in recent months to conclusively substantiate the posi- 
tion the federation members have directed be taken as to the dis- 
continuance of the foreign-aid program as it has heretofore existed. 

In conclusion—solely in the interest and welfare of our own Nation, 
and in behalf of the people we represent, independent business and 
professional men, nationwide, we say: ‘The time for Congress to close 
Uncle Sam’s international gift shop is now.”’ 

Thank you, Mr. Chairman. 

Mr. CarNAHAN. Mr. Burger, we thank you for the statement. As 
is our usual custom, we will give the members of the committee a 
chance to ask you any questions they may have in mind. 

I would like to ask you for the record, you say on the first page of 
your statement: 

We have the largest directly supporting membership of any business organiza- 
tion in the country. 


Would you care to give us the membership of your organization? _ 
Mr. Burcer. About 100,000, individual voting members. No 
trade groups. They are all individual voting members. 
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Mr. CARNAHAN. Mr. Chiperfield. 

Mr. CHIPERFIELD. You say this is a nonprofit corporation? 

Mr. Burcer. Exactly. 

Mr. CuHIPERFIELD. You sell your membership to individual) busi- 
nessmen, do you not? 

Mr. Burcer. Our salesmen call on them and interview them and 
explain the operation of the federation. 

Mr. CurperFieLp. You make a charge for that? 

Mr. Burcer. Yes. 

Mr. CurperFietp. I have received your ballots. The answers de- 
pend a great deal on the arguments for and arguments against? 

Mr. Burenr. It is a tough assignment. 

Mr. CurpErFIELD. | have noticed from time to time that some of 
your issues are really not pending in Congress, too. 

Mr. Burcer. That is quite true. We have no way to determine 
what the committees in Congress are going to do. 

Mr. CurPerRFIELD. I am not critical. 1am just saying that. The 
answers are usually as uniform as peas in a pod. 

Mr. Burcer. You mean on the total questions polled? 

Mr. CuIPeRFIELD. Yes. 

Mr. Burcer. I think there is a breakdown on 4 or 5. I haven’t 
seen that mandate right now. You will note the variation on the 
votes on the different legislative actions. They will not be uniform 
in the results, I mean, there will be a wide difference in the for and 
against. 

Mr. Cu1pPerFIELD. I have looked them over. I find that the way 
the questions are slanted, the way the arguments are made, it is 
usually very clear what the obvious—— 

Mr. Burger. Congressman Chiperfield, I want this on the record, 
definitely. I told Senator Connally of the Senate Foreign Relations 
this. I have spent all my business life in small business, owning and 
operating an independent business. I am not a professional trade 
association executive. But I will say this much to the committee, 
that the minute that I ever find that any question is put in that 
mandate that is put there with a purpose of bringing the desired 
answer, [ am walking out of the federation just as quick as I can walk 
out. 

Mr. CutPerFIeELD. Thank you very much, Mr. Chairman. 

Mr. CarnawAn. Mr. Selden. 

Mr. Setpen. Mr. Chairman. Can I assume from your statement, 
Mr. Burger, that your association favors the immediate discontinuance 
of all foreign aid? 

Mr. Burger. I would gather, from the way the question was put to 
our members, as making it a permanent program of the Government. 

Mr. Setpen. Do you favor the discontinuance of military assistance 
where it is very obviously to our advantage to give such assistance? 

Mr. Burcer. I would think when it is for the welfare of this Nation 
the members would support it. It must be for the welfare of this 
Nation. 

Mr. Setpen. Then we have the question of whether or not the 
discontinuance of military assistance would be in the best interest 
of the Nation. Am I right in assuming that? 

Mr. Burger. I would think any real American would certainly be 
of the interest that would want to see any and all aid that would be 
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in the first instance, that would protect and definitely protect the 
future of this Nation. I think they want to be convinced of the fact. 
I can’t speak, have no right to speak—I am speaking now for myself 
personally 

Mr. Setpen. Of course, approximately three-fifths of the aid funds 
in the bill that we are now considering is for military assistance or 
support. I was trying to gather from your statement whether or not 
military aid was included in your request that all foreign aid be 
discontinued. 

Mr. Burcer. We didn’t break it down. We just took the subject 
matter, Mr. Congressman, on foreign aid. I think the feeling in the 
minds of the—the way this was put to the people in the membership, 
was when they consider the foreign aid. I don’t think they were 
considering in the proposition military aid. 

Mr. Setpen. Don’t you think that some distinction should have 
been made in the question you sent out to the members? As I[ 
pointed out, practically $3 billion of the $4.9 billion that is being con- 
sidered in the bill this year is military aid in one form or another. 

Mr. Bureer. Well, I think I could answer you this way, that I 
think—I do cover the country once a year from coast to coast. In 
informal discussions with the average individual, I think that he feels 
this much, that many of our allies, when it comes to military aid, as 
they are being protected at the same time, should stretch themselves 
a bit. I think the situation in Korea is, in the minds of many, that 
where America took the burden of the project down there, those of us 
who had sons in World War II, and I would think, answering your 
question, I don’t think there could be a question of a doubt that if the 
foreign aid was to be for the best interest to protect this Nation in the 
way of military strength, I don’t think there would be any question. 

Mr. Setpgen. Do you think the people that you have contacted have 
distinguished between economic and military assistance? 

Mr. Burcer. Well, of course, we are in no position to get in the 
minds of the average small-business man. They have to depend 
largely on what they read in the press. So, when foreign aid is put to 
them in the subject matter in the press, it is put to them in the way 
of foreign aid, period. 

Mr. Sevpen. That is quite true. The point I am trying to make 
is that a great part of this foreign aid, which your association advo- 
cates discontinuing, is not entirely economic but largely military. 
According to the statement that you have just given us, you seem to 
feel now that if this aid is given for the military assistance of this 
country, then possibly your association would advocate the con- 
tinuance of it. Am I correct? 

Mr. Buraer. I would believe ‘“‘Yes’’. 

Mr. Setpren. Thank you. 

Mr. Carnawan. Mr. Smith. 

Mr. Smirn. Mr. Burger, in distributing your mandate, or rather, 
in the subscribers that you have, are they nationwide or are they 
pretty well localized? 

Mr. Burger. They are in the 48 States of the Union. 

Mr. Smirx. Where do you have the greatest concentration? 

Mr. Burcer. I would say in the Middle West and Far West. 

Mr. Situ. Would you say, then, that this represents pretty well 
the feeling of the sonia of the Middle West and Far West? 
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Mr. Burcer. From the total membership, I would say ‘‘Yes.” 
We are much stronger in the Middle West and Far West than we 
have been in the East. 

Mr. Smiru. Who frames these questions? 

Mr. Burcer. They are framed at the head office at Burlingame, 
Calif., where our head office is located. 

Mr. Sartu. I think the criticism, if such it was, that my colleague, 
Mr. Selden, made is quite pertinent. When you look at the question, 
you do not attempt to break it down and indicate so much for military 
aid, so much for economic aid, or so much for technical assistance. 
You just give the broad question, ‘“‘Are you for or against foreign aid?” 

Mr. Bureer. The continuance of foreign aid of the pertinent 
program is a continuing program of the administration. 

Mr. SmitH. Well, do you think that is fair? 

Mr. Bureerr. I do, because that is what we were told, from the 
statements coming from the top officials in the administration, the 
advisability of setting up a 10-year plan or permanent fixture of 
the—that is all we can go by. I read the statements of the President 
of the United States, and where there was a concurrence by the 
Secretary of State of the advisability of this being a continuing 
program, or 10-year program. 

Mr. Smitu. Obviously, for yourself, you are against it? 

Mr. Burasr. I would say for myself personally I answer you this 
way: It is not selfishly. I am speaking personally myself, that we 
take good care to protect the future welfare of the United States of 
America. 

Mr. Smitrxa. Thank you, Mr. Chairman. 

Mr. CaranHan. Mr. LeCompte. 

Mr. LeCompte. Mr. Burger, I wasn’t here when you started your 
statement, but I did hear part of it, I am wondering about the figures 
you use on the third page of your statement: ‘“NATO costs so far 
set at $312 billion,” and you say further, ‘‘and quoting further from 
the Times: ‘7-year bill for United States alone is $252 billion.’ ”’ 

That is at the rate of $36 billion a year. 

Mr. Burger. That is the overall. 

Mr. LeCompte. $36 billion a year for the United States alone per 
vear? 

Mr. Burcer. That is right. 

Mr. LeCompte. Are those figures substantiated? 

Mr. Buresr. It appeared in the New York Times of that date, and 
the press line was for Norfolk, Va., where it was released from. 

Mr. LeCompte. That is equal to half of the Federal Government’s 
udget. 

Mr. Burcer. That means the overall cost of the operation? 

Mr. LeCompte. It says $36 billion a year for the United States. 

Mr. Burcer. I said that was in the New York Times, and came out 
of Norfolk, Va. 

Mr. LeCompte. You are quoting the Times, but are you telling us 
those figures are accurate, according to your own investigation? 

Mr. Bureer. As we look upon that figure and analyze it, since it 
has been reported, we believe that that was the total appropriation 
of the United States Government and all departments of the expense 
in its contribution to NATO. 

Mr. LeCompte. I wasn’t arguing with you or opposing your view- 
points; I was just bowled over with the size of those figures. 
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Mr. Burcer. I also looked at the figures that Belgium shared in 
that overall figure, as reported in the New York Times, that it was 
$2,200,000,000. Canada was $9,700,000,000. It goes on with Den- 
mark. France was $19 billion. And the United Kingdom was $25 
billion in those same set of figures reported in the New York Times. 

Mr. Se.pen. Will the gentleman yield? 

Mr. aa. pone Yes. May I ask him one more question and then 
I will yield. I don’t see here what you estimate to be the approxi- 
mate cost of NATO per year. 

Mr. Burcer. According to those figures that were published in 
the New York Times, I would concur in your remarks as to the average 
approximate expense per year, the general cost. 

Mr. LeCompre. I didn’t see the New York paper. I am saying, 
how much did NATO cost all of the countries, all the members, total, 
per year. 

Mr. Burcer. According to that, total expenditures reported in the 
New York Times was $312 billion. 

Mr. LeCompte. Thank you very much. I yield to you, Mr. Selden, 
if I still have time. 

Mr. Setpen. Mr. Burger, my series of questions were a result of 
your remarks on page 5 of your statement where you said: 

So, there is justification for the Congress to stop, look, and listen before continu- 
ing this obviously unneeded foreign aid program. 

I felt that the committee should know whether or not your organiza- 
tion was speaking of the entire foreign aid program or whether it was 
speaking only of the economic portion of that program. 

Mr. Bureer. | will be honest and answer you truthfully on it, 
that it is my opinion it would be on the economic. 

Mr. Sevpen. I think it is very necessary to distinguish between 
them—— 

Mr. Buraer. I would say on the economic. 

Mr. CarnaHAn. One further question. Your answers, as recorded 
on page 2, of your membership is 16 percent for discontinuing and 
SO percent 

Mr. BurGer. 16 percent supporting the continuance of foreign aid. 

Mr. CarnaHan. Yes. You have 16 percent for the continuation 
of aid and 80 percent against continuing the aid? 

Mr. Burcer. Yes. 

Mr. CarnaHANn. That was the answer to your question, “Are you 
for or against maintaining foreign aid as a permanent feature of our 
Nation’s foreign policy?” You have no way of telling us whether 
they are objecting to the permanent feature or whether they are 
objecting to foreign aid for, say, the next few years? 

Mr. Burcer. I would only go by the way the question was put—as 
a permanent feature of the Government—as a fixture of the Govern- 
ment was the way the question was put. 

Mr. CarNnaHANn. What do you think the answer might have been 
if you had asked, “Do you favor continuing foreign aid for the next 
year?” 

Mr. Burcer. I wouldn’t be able, Mr. Chairman, to honestly tell 
you what the answer would be. 

Mr. CarNaHAN. That would be very helpful to the committee. 

Mr. Burcer. I would say this to the chairman, that I would 
recommend immediately by wire to our head office to poll our mem- 
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bers as to whether they would put the proposition of continuing the 
foreign aid on the military 

Mr. SELDEN. I would suggest that you do that. I think that would 
be helpful. 

Mr. CARNAHAN. Are there any further questions? If not, we 
thank you, Mr. Burger, for your appearance. 

Mr. CARNAHAN. Our next witness will be Mr. Alfred Kohlberg, 
Alfred Kohlberg, Inc., 1 West 37th Street, New York 18, N. Y. 

Mr. Kohlberg, we are glad to have you with us this morning. You 
may proceed as you wish. Do you have a prepared statement? 


STATEMENT OF ALFRED KOHLBERG, ALFRED KOHLBERG, INC., 
NEW YORK 18, N. Y. 


Mr. Kouupera. Yes, I have a prepared statement. I would like 
to put two pages of it in the record without reading it. 

Mr. CARNAHAN. You may do as you wish. 

Mr. Kontpera. My name is Alfred Kohlberg. I am chairman of 
the American China Policy Association and honorary president of the 
American Jewish League Against Communism, Inc. I am sometimes 
called Mr. China Lobby. I have tried to be investigated by this 
House and Senate for the last 6 years. Today, I am appearing only 
as an individual. 

On June 10, 1948, I appeared before the Senate Appropriations 
Committee in support of the Marshall plan appropriations. At that 
time I urged the adoption of a statement of national objectives. That 
testimony appears on pages 529-537 of the Senate committee hearings. 

Although Marshall plan aid was being voted to stop the spread of 
communism, I expressed the fear that some of it might go to the 
Chinese Communists. Since then I have been informed that that is 
exactly what happened. Part of the money went to CLARA (Com- 
munist Liberated Areas Relief Administration). 

Two years ago the director of Amerika Haus in Frankfort, Ger- 
many, told me of their elaborate program to convince the Germans 
that we Americans are a cultured people. I questioned that the 
money was appropriated for that purpose. So he dug out his directive. 
I found that it stated that he was 

(a) To present American policy in the most favorable light; 
(6) To counter anti-American propaganda. 

There 1 is nothing about culture in America. 

That caused me to ask him if he knew what American policy was. 
He said he knew, because he had a directive, but that he could not tell 
me because the directive was classified. Only last month did I learn 
from Mr. Abbott Washburn, Deputy Director of the USIA that he 
was mistaken. There never was such a eo ae knows 
what the foreign policy of the United States is or was, Mr. Washburn 
said in his letter to me, because there never has been such a statement 
of overall policy. 

This confusion is exhibited by Harold Callender, Paris correspondent 
of the New York Times, in an article put in the Congressional Record 
of April 16 by Senator Mansfield. Mr. Callender summed up European 
attitudes toward American policy as unfavorable because of Secretar y 
Dulles’ “rigidity * * * contrary to the advice of George F. Kennan.’ 
A deputy director of the CLA is reported to have told a small gathering 
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of Harvard students and faculty last December that we are all dis- 
ciples of George Kennan. 

Yet in 1951 the McCarran committee obtained a transcript of 
George Kennan’s secret statement to a conference of 30 China experts 
in the State Department, October 6, 1949. Mr. Kennan said: 

* * * T am just going to talk to you in a very informal way about what seems 


to us to be the relationship between the problem of China we are here to deal 
with and our general foreign policy. 

That term, ‘general policy,’’ does not signify any paper that anybody here 
can take out of a drawer and lay on the table as the measuring stick against which 
we have to stack up the component parts of policies, such as the problem of 
China. There can’t be any such paper and none of us here who have this status 
of planners can attempt to do anything to write anything of that sort. General 
policy in this country * * * is a constantly changing thing. It is not a static 
thing which you can fix in any one paper at any one time, and it is not a finished 
thing. It is, particularly at present, I think, in a state of high flux, and we 
only know a part of it. 

One of the experts who listened to Mr. Kennan, was former Secre- 
tary of State George C. Marshall. He did not take issue with Mr. 
Kennan’s statement. 

Last fall Secretary Dulles was kind enough to send me 5 speeches 
of his; 1 by Under Secretary Hoover and 2 by Deputy Under Secre- 
tary Murphy, which, taken together, he said expressed American 
policy. I analyzed these eight speeches with care, taking from each 
every word, phrase, and sentence that I felt expressed policy. I then 
compared these extracts with a statement of policy prepared with 
great care by a small group and signed by a total of 70 Americans of 
competence, who called themselves the Committee of Endorsers. 

Among the signers of this statement are 6 members of Congress 
(including 3 of this committee), and many others of distinction. It 
is my opinion, after much study and consideration, that this state- 
ment of policy covers every contingency that may arise anywhere in 
the world. That is, of course, as far as what America’s policy toward 
it should be. 

And each answer it would provide would help accomplish the 
definite American objectives there set forth. 

In order to save the time of this committee, I respectfully request 
that this statement, and the Dulles, Hoover, Murphy statements 
(totaling 2 pages) be placed in the record at this point without 
reading them. 

Mr. Carnanan. Is there objection to the placing of the material in 
the record? Without objection, it will appear in the record. 

(The material referred to is as follows:) 


[From the New York Times, Monday, February 28, 1955] 


A. In a republic, all policy must be a function of public consent. We, the 
undersigned, therefore submit to our fellow citizens a program to govern our 
foreign relations, ; 

B. The independent sovereignty of the United States must forever remain 
the ultimate objective of American foreign policy. ‘his objective can best be 
attained in a peaceful community of free and sovereign nations, guided in their 
relationship by minimum standards of law and equity. To this end, it is the 
hope of Americans that governments be constituted to derive their lawful powers 
from the consent of the governed, and that peoples everywhere enjoy the dignity 
and freedom which is their grant from the Almighty. 

C. As such a world develops, should breaches of such minimum standards 
threaten its security, the United States would dedicate its leadership and its 
power to enforcing just settlements alone or in cooperation with like-minded 
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nations temporarily willing to act under its leadership. Under other circumstances 
the United States would maintain neutrality. 

D. The greatest present obstacle to the attainment of the above-stated objec- 
tives is the existence of the Communist dictatorship, and its world agencies. Our 
aim must be to neutralize, isolate, reduce, and eventually eliminate Communist 
power. This policy of firmness does not mean we favor preventive war. Never- 
theless, our enemies shouid be set on notice that—however grim the prospect— 
we will not shrink from war if the Kremlin forces us to choose between conflict 
and surrender to Communist slavery. 

Specifically, we propose that the Government of the United States— 

1. Mobilize the strongest possible deterrents to war—military, psychological, 
political, and economic. 

2. Return to those traditional American policies which sustained us in the past, 
especially — 

(a) The policies reeommended by President George Washington in his 
Farewell Address. 
(b) The Monroe Doctrine. 
(c) The open door policy as defined in the nine power treaty of 1922. 
3. Exterminate the Communist conspiracy in the United States. 
. Withdraw recognition from the Soviet Union and its satellites. 

5. Employ all measures to sap the economic strength of the Communist world. 

6. Scrupulously observe present military alliances (where such alliances are 
in truth honored by our contracting allies), and form new alliances o1ly for the 
period of the emergency. 

7. Extend military and economic aid only to cooperating allies. 

8. Wage unremitting psychological warfare against Coataatel regimes, 
including aid to effective anti-Communist exile, underground, and resistance 
groups, based on the principles of the golden rule. 

9. Return to open diplomacy, except where military security imposes secrecy. 

10. Oppose all activities which tend toward a world state, supergovernment, 
or the transfer of decisions for American security and welfare to foreign powers 
and/or foreign nationals. To this end, press for the expulsion of Communist 
member states from the U. N. Reform the U. N. by removing all semblance of 
a permanent military alliance and separate it from its specialized agencies. 
Amend our Constitution to provide that neither the U. N. Charter, nor treaties, 
nor covenants, shall supersede it. 

11. Base American Foreign Policy solidly on moral law, patriotism, enlightened 
nationalism and the teachings of Christ. 

Col. Ulius Louis Amoss, Gibson Island, Md.; Miss Robley Basker- 
ville, San Diego, Calif.; Congressman Alvin M. Bentley, Michigan; 
E. Manchester Boddy, Pauma Valley, Calif.; Lt. Gen. Lewis H. 
Brereton, Winter Park, Fla.; Basil Brewer, New Bedford, Mass.; 
Ray Brock, New York, N. Y.; James Burnham, Kent, Conn.; 
Maj. Gen. Claire L. Chennault, Taipei, Taiwan; Dr. Kenneth 
Colgrove, Evanston, Ill.; Adm. Charles M. Cooke, Sonoma, 
Calif.; Ambassador James H. R. Cromwell, Washington, D. C.; 
Thomas J. Cuite, Washington, D. C.; Hon. Charles Edison, 
West Orange, N. J.; Brig. Gen. Bonner Fellers, Washington, 
D. C.; Rev. James W. Fifield, Jr., Los Angeles, Calif.; Devin A. 
Garrity, New York, N. Y.; James H. Gipson, Caldwell, Idaho; 
Congressman Ralph W. Gwinn, New York; J. Evetts Haley, 
Canyon, Tex.; Adm. Thos. C. Hart, Sharon, Conn.; Maj. Gen. 
Frank E. Lowe, Harrison, Maine; Ward Bond, Beverly Hills, 
Calif.; Dr. William Lee Hart, San Antonio, Tex.; Conrad N. 
Hilton, Beverly Hills, Calif.; Gordon Hunter, Hartford, Conn.; 
Congressman Donald L. Jackson, California; Rear Adm. I. C. 
Johnson, Laguna Beach, Calif.; Richard Lloyd Jones, Tulsa, Okla. ; 
H. V. Kaltenborn, New York, N. Y.; Frank Kirkpatrick, Milwau- 
kee, Wis.; Alfred Kohlberg, New York, N. Y.; Ambassador Arthur 
Bliss Lane, Washington, D. C.; Gov. J. Bracken Lee, Utah; 
William Loeb, Manchester, N, H.; H. B. Lundberg, Lansing, 
Mich.; Eugene Lyons, Pleasantville, N. Y.; Clarence M inion. 
South Bend, Ind.; Adolphe Menjou, Beverly Hills, Calif.; Arch- 
bishop Michael, New York, N. Y.; Gol. Lucian B. Moody, Wash- 
ington, D. C.; Vv. O. Overcash, Cut Bank, Mont.; Wm. F. Peter, 
Chicago, Ill.; Paul A. Redmond, Birmingham, Ala.; John Dos 
Passos, Baltimore, Md.; Harold 8. Falk, Milwaukee, Wis.; Gen. 
John R. Hodge (Ret.), Fayetteville, N. C. 
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Commodore Frederick G. Reinicke, New York, N. Y.; Dr. E. Merril! 
Root, Richmond, Ind.; George 8. Schuyler, New York, N. Y.: 
Congressman Timothy P. Sheehan, Illinois; Igor I. Sokorsky, 
Bridgeport, Conn.; William Philip Simms, Washington, D. C.: 
Congressman Lawrence H. Smith, Wisconsin; Congressman Wint 
Smith, Kansas; Adm. William H. Standley, Coronado, Cal.; 
Judge Harlan Melville Steely, Jr., Danville, Ill.; Dr. J. W. 
Storer, Tulsa, Okla.; Lt. Gen. George E. Stratemeyer, Winter 
Park, Fla.; Ambassador J. Leighton Stuart, Washington, D. C.; 
Miss Freda Utley, Washington, D. C.; Col. William E. Warner, 
Columbus, Ohio; Lt. Gen. Albert C. Wedemeyer, New York, 
N. Y.; Robert H. W. Welch, Jr.; Cambridge, Mass.; Brig. Gen. 
W. H. Wilbur, Highland Park, Ill.; Maj. Gen. Charles A. Wil- 
loughby, New York, N. Y.; Adm. H. E. Yarnell, Newport, R. L.; 
- _— Pound, Boston, Mass.; Robert E. Vogeler, New York, 


Pouticy STATEMENTS From State DEPARTMENT SPEECHES 


(Secretary Dulles, Nov. 29, 1954, Jan. 11, Apr. 11, and Aug. 26, 1955; Under 
Secreatry Hoover, May 23, 1955; Under Secretary Murphy, May 5 and Sept. 
14, 1955. Paragraphs lettered and numbered for comparison with policy state- 
ment of committee of endorsers.) 

A. “ * * * @ nation situated as is ours needs to follow a consistent and pre- 
dictable course * * * Our policies must * * * be dependably embraced by our 
own people, and * * * reflect a decent respect for the opinions of mankind * * * ” 

B.‘* * * * our foreign policy * * * objectiveis * * * the welfare and security 
of the American people * * * to enable you and me and our children to enjoy 
in peace the blessings of liberty * * * to advance the cause of peace with justice 
and freedom * * * we are for freedom, the dignity of the individual, and better 
standards of living everywhere * * * This struggle for peace cannot be won by 
pacificism or neutralism or by weakness * * * The United States is the world’s 
greatest power not only materially but spiritually * * * The encouragement of 
nationalist aspirations * * * has been our consistent policy in Asia * * * the 
peiples of Europe * * * federal union * * * we can have good hope * * * will 
be consummated * * * peace in the lofty sense of that word is in fact within 
man’s reach * * * extend good offices to promote acts of peace elsewhere.” 

C. “The keystone of our foreign policy is collective security * * * through 
the U. N., NATO, the Rio Pact, the Anzus Treaty, the Manila Pact and many 
bilateral arrangements * * * any problem in any part of the world ramifies 
into almost every part of the world * * * friendly relations with many other 
countries * * * the common defense includes many areas outside the United 
States * * * collective security against aggression and subversion * * * We 
have interests in many areas of the world where the U.S. S. R. is of secondary 
concern. One such area is the Middle East * * * the administration would 
recommend American assistance to enable Israel to pay compensation which is 
due to the Arab refugees and in development programs * * * join in formal 
treaty engagements to prevent * * * any effort by either side to alter by force 
the boundaries * * * The norther tier for defense of the Middle East * * * and 
* * * the Balkan Pact * * * ” 

D. “International communism threatens both peace and liberty * * * To the 
orthodox Communists * * * peace * * * means a state of enforced conformity 
* * * if peace is the absolute goal, then surrender becomes inevitable * * * face 
the great dilemma of when and whether to use force to resist aggression * * * the 
greatest contribution we can make to peace is to be ready to fight * * * mili- 
tary preparations * * * will deter war * * * Aggression is deterred only by 
an evident will and capacity to fight for rights more precious than is a debasing 
peace * * * to deter war and save peace we may have to be ready to fight, if 
need be, and to have the resources and the allies to assure that an aggressor 
would surely be defeated.” 

1. ““* * * We must remain vigilant * * * to meet both the military risk and 
the subversive risk and we do have such policies * * * we do not believe that 
relaxation of tension * * * permit(s) of the scrapping of programs for * * * 
self-defense, nor * * * to tolerate covert aggression by international commu- 
nism nor * * * theinjusticesofthestatusquo. * * * what President Eisenhower 
has called for, the courage to be patient. We can be slow to anger * * * our 
policy * * * is designed to protect and promote the security and welfare of the 
American people * * * by assisting friendly nations to build up their strength.” 
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9. * * * 
a) * * * 


(b) “* * * early in our history * * * by the Monroe Doctrine we an- 
nounced that we would not tolerate further European colonization or per- 
mit the extension of despotic political systems any place in the Western 
Hemisphere * * * The Latin American countries are vulnerable to Com- 
munist subversion * * *. This Caracas Declaration greatly protects this 
hemisphere against Communist subversion.” 

(c) ‘We shall not * * * or. from the path of fidelity and honor to- 
ward our ally, the Republic of China * * *. Our nation will react * * * to 
the outrages against our citizens * * * our first duty is to exhaust peaceful 
means * * * rather than resorting to war action such as a naval and air 
blockade of Red China * * *. fe hope * * * that they (the Commu- 
nists) will renounce the effort to rule the world by * * * force, intimidation 
and fraud * * *. We threw in our lot against the carving up of China * * * 
Philipinos * * * their independence * * * * refused to countenance * * * 
Japan’s imperial rule over China * * * made liberation of Korea World 
War II objective.” 

_*e* 

4. “Our policy against recognition of (Chinese People’s Republic) contin- 
ues * * *, We also oppose (its) seating in the U. N. * * * (we) welcome the 
possibility of peaceful settlements. If * * * the Chinese Communists have 
adopted a change in tactics, it will be added vindication of our foreign policy * * * 
Ambassador Lodge presented * * * President Eisenhower’s Geneva proposal 
for aerial inspection * * * or the Soviet Union and United States to exchange : 
complete blueprint of military establishment * * * conference with the Soviet 
Government * * * to find out whether the Soviet Union will sign the Austrian 
Treaty * * * talk seriously about uniting Germany * * * limitation of arma- 
ments * * *,” 

5. * * * 

6. “Western Europe * * * requires special protection. It gets it by NATO 
* * * to develop collective security * * *.”’ 

7. “* * * the United States * * * has the most capital available to help 
develop other countries. We must find a way to put it to work * * * President 
Eisenhower’s plan for putting atomic energy * * * at the peaceful service of 
all mankind * * * enlightened economic policies * * * economic and military 
assistance to the free nations with which we are allied * * * in some cases the 
local forees * * * are larger than local governments can support. If so we 
help out * * * insistent Asian demands for economic improvement should * * * 
be carried out primarily by the efforts of the people themselves * * *. At the 
Manila Conference * * * both Western and Asian participants joined in a Pa- 
cific Charter * * *. The United States is making every effort to help Japan 
increase her trade with other parts of the world.” 

8. We shall not succeed “if we attempt to combat communism by appease- 
ment * * * we should not engage in aggression * * * we must proceed from a 
position of firmness and strength, with a full appreciation of the realities as they 
exist in the world today * * *. Obviously human freedoms should be restored 
in the vast areas where they are now denied * * * vigilance in * * * subversive 
activities * * * of international communism * * * Liberation normally comes 
from within * * *, Developments clearly portend the change atsometime * * *, 
Formosa is vital to the defense of the whole Pacific area * * * * the United 
States has proposed that there should be a cease fire in the area * * *, We want 
peace in the Pacific * * * the face we turn toward the Pacific is as important as 
the face we turn toward the Atlantic * * *. The Manila Pact and Pacific Char- 
ter * * * binds eight nations * * * against direct aggression and indirect 
subversion. * * * we have been and are continuing to support the government 
of Prime Minister Diem.” 

9. “Part of the good alliances * * * is the ability to disagree within the frame- 
work of mutual trust and mutual need * * *. Thus we agree to disagree but 
work together in the U. N. and Colombo plan.” 

10. “* * * it is our policy to support vigorously the U. N.” 
_ Ll. “National action should always reflect principles * * *. More than 
immediate political expediency * * * only principles which conform to moral 
law meet that specification * * * principles of the U. N. Charter, our respect 
for treaty obligations and international law * * * fundamental human rights 
and dignity of the individual are our common principles.”’ 
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Mr. Konuperc. Mr. Chairman, I was a high-school boy in 1900 
when the election was won by the proponents of Manifest Destiny 
or, as the opposition called them the Imperialists. In spite of that 
decision, 18 years later, without further argument, we had reversed 
ourselves. The road to empire was abandoned by tacit consent of all. 

Since then, we have wholly or in part conquered France, Belgium 
Holland, Iceland, Denmark, Luxembourg, Italy, Czechoslovakia. 
Germany, Austria, Algeria, Tunisia, Burma, the Philippines, Japan, 
and Korea. We have set them all free. 

Since then, the U.S. 5S. R. has wholly or in part conquered Georgia, 
Armenia, Tannu Tuva, Mongolia, Finland, Estonia, Latvia, Lithuania 
Poland, Germany, Hungary, Czechoslovakia, Rumania, Bulgaria, 
Albania, Korea, China, Indochina, and Austria. It has freed only 
Austria. With this 40-year record neither the world, nor American 
publicists, nor the Voice of America, seem familiar. In this con- 
fusion the Amerika Haus Director who thought he could prove how 
cultured he or we were by the loudness of his bragging, seems no more 
confused than the USIS Director in Tokyo who told me it was 
uncultured to be anti-Communist. 

Because we are the world’s greatest military power, we are, willy- 
nilly, the leaders of the free world. Whether we lead the world, like 
Jackson’s army up the Hill to the Truman doctrine, or down to “Let 
the dust settle in China;” up to Korean resistance, or down to Geneva, 
it is still leadership. Only when we define our goals and chart the road 
to them, may we learn whether our allies expect to be our fellow 
travelers to the end, or only good-time Charlies as long as we pick up 
the checks. 

This program of ours (which I have not read to you, but which you 
have kindly received for the record) states these goals and charts the 
roads to their accomplishment. 

Our office here in Washington has received a steady flow of en- 
dorsements of our program from all over the country. Last month 
Hardy Burt discussed and recommended it on his Mutual Network 
news comment. A week later Ralph de Toledano did the same on the 
Mutual Network in his Sunday night broadcast, substituting for 
George Sokolsky. Still a week later our program was the subject of 
debate on the State of the Nation Mutual Network broadcast. 

It is not my intention to argue the merits of this program. I do, 
however, wish to call your attention to its proposals as they relate to 
the foreign aid program you are now considering. 

It proposes: 

(a) To measure each dollar of aid by whether it helps attain 
our objectives; 

(6) To isolate the Communist dictatorship, not ourselves; 

(c) To sap the economic strength of that dictatorship; 

(d) To aid only cooperating allies and anti-Communist exile, 
underground, and resistance groups (that is, only those who join 
our cause) ; 

(e) To limit our alliances to the duration of the emergency. 

May I suggest that you recommend to the House that this program 
(amended in any way you think desirable) be attached to the Foreign 
Aid Act, as a statement of American policy. If every dollar spent here- 
after could be justified by this standard, I am confident that most 
Americans wala approve your vote for this bill. 
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I am further convinced that if it had been possible to do this when 
I first proposed it in 1948, there would be greater satisfaction with the 
results today. 

Until you give our representatives in those recipient countries and 
their superiors in Washington an official statement of American ob- 
jectives and policies, I fear the money cannot be an effective answer 
to either the Communist program for world conquest, or to Communist 
propaganda. 

One of the signers of our policy statement is Governor J. Bracken 
Lee of Utah. Iam not acquainted with Governor Lee, but if I under- 
stand the press correctly, he refuses to pay part of his income taxes 
on the ground that they are not levied for the benefit of these United 
States. He refers, of course, to the foreign aid program. 

If these sums were voted for the purposes stated in our program, 
maybe Governor Lee and millions of Americans would change their 
opinions. 

In the past we have stumbled into wars unprepared to fight, and 
into victories unprepared for peace. Beginning with Korea we are 
seeking peace without victory. For such a peace I offer you the pro- 
gram of the Committee of Endorsers. I hope you will endorse it, or 
a suitable alternative for the guidance of our people, our Government 
our allies, and our enemies. 

I thank you, sir. 

Mr. CarnaHAN. Thank you, Mr. Kohlberg. Mr. Chiperfield. 

Mr. CurperFretp. Mr. Chairman, I was looking at this program 
to govern our foreign relations. Do you claim to be the author of 
this program? 

Mr. Kouuserc. No. I conceived a few ideas that I had originally, 
which are still in it. It was authored by 8 men who worked for about 
9 months. I was 1 of the 8. Those 8, in addition, consulted friends 
of theirs for suggestions. As a matter of fact, when it finally came 
out, I had not been around for some months, I had suffered a coronary 
and was in the hospital, so I can’t claim authorship. 

Mr. CurperFietp. Thank you very much. 

Mr. CarRNAHAN. Mr. Hays. 

Mr. Hays of Arkansas. No questions, Mr. Chairman. 

Mr. CarnaHAn. Mr. Vorys. 

Mr. Vorys. Mr. Kohlberg, I haven’t examined this program in 
detail, but I am happy that at times I have been associated with 
you in the China lobby. I don’t know that I agree with what you 
think about everything else, but I have seen somewhat eye-to-eye 
with you for a number of years with respect to the Asian situation. 
That is all, Mr. Chairman. 

Mr. Koutpera. Maybe you can help get the China lobby investi- 
gated, Mr. Vorys. 

Mr. Vorys. I would be very happy to have it investigated. 

Mr. CarnaHAN. Mr. Selden. 

Mr. Setpren. No questions, Mr. Chairman. 

Mr. Carnawan. Mr. Smith. 

Mr. Smirx. I would like to associate myself with the statement 
made by my colleague, Mr. Vorys, and I am proud to say that [ am 
on record as being one of those that have endorsed the program. 
I did that after considerable thought. It looked to me that this was 
the best statement that I had seen at the time on what our foreign- 
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policy program should be. I am grateful to you, sir, for your 
appearance here this morning. 

Mr. Konuperc. Thank you. May I say a word to Mr. Smith? 
Mr. Hardy Burt, the broadcaster, wrote to quite a number of the 
signers and to persons whom he thought would be opposed to this 
viewpoint, and asked them to make recorded statements of 2 or 3 
minutes each on the program. He has a whole lot of statements that 
he is going to run on his program on the Mutual network. He failed 
to get a single statement opposing this, although he tried all of them, 
Adlai Stevenson, our own Governor Harriman, and so forth, and 
private citizens as well. 

The reason seems to be that very few Americans have thought out 
their own policy, and therefore they have no alternative to present to 
this. That I would hope the Congress would do. 

Mr. Smirx. Thank you. 

Mr. Carnawan. Mr. LeCompte. 

Mr. LeCompte. I have no questions. 

Mr. Sevpen. I have one question. Can I assume from your state- 
ment, Mr. Kohlberg, that you are not opposed to the expenditure of 
American dollars for foreign assistance as long as it is justified by the 
standard that you have outlined in your statement? 

Mr. Kouuperc. Yes. As a matter of fact, as I said, I appeared in 
favor of the Marshall plan originally. I think we have gained time 
by spending money even though part of it wasn’t wisely spent. I 
think that buying friends is never a part of international affairs. 
Ifthink we are not looking for friends; we are looking for allies, and 
allies that are worth having, not allies that are not worth having, as 
some of ours are. 

I think if the money was spent in accordance with this program 
the amount that you are talking about would not be large enough, 
that larger amounts could be spent to advantage, maybe not this 
year but within 2 or 3 years as the program developed. 

Mr. Setpen. Thank you. 

Mr. Kouusere. Thank you very much, Mr. Chairman. 

Mr. CarNAHAN. Our next witness is Dr. John H. Reisner of Agri- 
cultural Missions, Inc., 156 Fifth Avenue, New York 10, N. Y. 

Mr. Reisner, we are glad to have you, and we will be glad to have 
you present your prepared statement. 


STATEMENT OF JOHN H. REISNER, CONSULTANT, AGRICULTURAL 
MISSIONS, INC., NEW YORK CITY, N. Y. 


Mr. Reisner. My name is John H. Reisner, at present consultant 
to Agricultural Missions, Inc., New York City, and from 1931 to 
1953, served as its executive secretary. Since 1949, I have served as 
an official observer to the Food and Agriculture Organization of the 
United Nations. 

From 1914 to 1931, I was an agricultural missionary in China and 
for most of this period was dean of the College of Agriculture and 
Forestry of the University of Nanking. From 1951 to 1953, I was an 
active consultant to the Director of Food, Agriculture, and Natural 
Resources Personnel of the Technical Cooperation Administration. 
For 42 years, my major activities have been concerned with what is 
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now referred to as technical assistance. I have traveled widely in 
the Near East, the Far East, and Africa. 

My testimony will deal principally with title III of the Mutual 
Security Act of 1956—technical cooperation—and particularly the 
section dealing with United States bilateral program. 

Lest my observations seem unduly critical, let me say at the be- 
ginning that I believe firmly that technical cooperation must be 
considered an extremely important phase of our foreign policy. I 
have always felt that the organized exchange of technical knowledge 
on a worldwide scale, so that the benefits of human advancement in 
any one country can be applied wherever they are desired and needed, 
represents one of the greatest advances of all time in international 
relations. I am proud of the pioneer part which the United States 
has played in the development of the idea, and we must go on to 
greater accomplishments. 

But it is possible to take a good idea and implement it in a way 
that significantly decreases its effectiveness, and I think this has 
been especially true of our technical cooperation program. In 1949, 
I testified before the House Foreign Affairs Committee to this effect: 

The point 4 program which can really be effective will not be completed in 
2 or 3 years. ringing help to the mass of the people in the underdeveloped 
countries is a huge and complicated problem. It is not simply better seeds and 
more quinine. Unless our Government and the American people are willing to 
undertake such long-term programs and supply continuing funds, it would be 
better to drop the whole matter before it is begun. 

To raise high hopes for a year or 2, then to stop appropriations will cause more 
ill will than if the point 4 program had not been started. From the very first 
= a program should be recognized as a definite part of a bipartisan foreign 
policy. 

The mutual security bill before Congress represents the seventh 
annual request for funds for technical assistance. For 6 years the 
program has been operating on a year-to-year basis. Total appro- 
priations have passed the half-billion-dollar mark. While it is true 
that the International Cooperation Administration can contract 
obligations for 2 years, the program is essentially a July 1 to June 
30 operation. 

I most heartily endorse the request of the President that the tech- 
nical cooperation be placed on a long-term basis, so that wise and 
adequate planning can be done and with assurance that the program 
can be carried out. I understand certain Members of the House, 
including some members of this committee, have already expressed 
themselves in favor of such a long-range policy. To be specific, I 
suggest a minimum of 10 and preferably 15 to 20 years. 

The program has suffered severely because of administrative 
changes. It was first under the Technical Cooperation Administra- 
tion, within the State Department, and with the State Department 
doing much of the planning and programing. 

TCA had in 2% years 2 Administrators and 1 Acting Administrator. 
The program in August 1953 was made a part of the Foreign Opera- 
tions Administration under Mr. Stassen. The new setup provided 
for a Deputy Director for Technical Assistance but was without such 
Director for about 8 months. On July 1, 1955, the technical coopera- 
tion program was made part of the International Cooperation Admin- 
istration, which latter organization has semiautonomous status in the 
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Department of State. Soin about 5% years, we have had 4 Administra- 
tors, 1 Acting Administrator, 1 Deputy Director, and 1 Acting Deputy 
Director. As one would reasonably expect, the administrative changes 
in Washington resulted in uncertainty and frustration in the field. 
The point I want to make is that these administrative uncertainties 
create a difficult climate in which to plan effectively and to accomplish 
our objectives in the countries in which our technical cooperation 
programs are operating. 

The technical cooperation program must rest on bipartisan support 
which I understood is the case in Congress. May I respectfully suggest 
that it needs a bipartisan approach in administration. 

I am not suggesting that the Democratic administration was 
blameless in this respect but it is true that most of the high-ranking 
experienced officials in the TCA were released by Mr. Stassen and the 
administrative posts given to people without similar experience. In 
a study by the National Planning Association’s special policy com- 
mittee on technical cooperation, dealing with the administration of 
bilateral technical cooperation, the statement is made: 

Political clearances were made a standard requirement for all technical coop- 


eration employees under FOA. This practice started on a large scale with the 
change of administration in 1953. 


And to quote again from the same report: 


Some country directors have been appointed on a political basis despite their 
lack of special qualifications for leadership in technical cooperation. 


I take no particular pleasure in reading this paragraph but I think 
it is part of the record and part of the problem. 

I plead that we take bipartisanship just as seriously as we know how. 
We cannot have a successful technical program without it in both the 
legislative and executive branches of our Government. 

Our technical cooperation is less effective than it should be because 
the country programs are overextended. In the early phase of our 
technical assistance operations, part of our foreign policy was to make 
an impact on the countries that had signed agreements with us. That 
meant quickly using as many people and as much money as possible. 
By 1952 we were using not only technical assistance funds but special 
economic assistance funds. 

Too many of the early programs were our programs and represented 
what we thought was good for the country. We were transferring 
our technological fruit—not technological seeds and roots. We were 
in too great a hurry to get the job done, before we really knew what 
the job was. A few days ago I was talking with a Congressman who 
had recently visited Asia. He had asked a chief of mission how many 
projects were being operated in the country. The reply was 89. 
The Congressman suggested that was too many. 

The Chief replied that instead of criticizing him, the Congressman 
should compliment him for the number had been reduced from 239. 
I can best sum up the point I want to make by quoting from the report 
of the Foreign Affairs Committee’s mission to east Asia and the 
Pacific, of which mission Dr. Judd was chairman. 

The projects ought to be only those that build upon the basic strength of the 


country rather than spreading the funds over an array of projects, however useful, 
that must be started from scratch. 
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We need to use more imagination in adapting our field administra- 
tive organization to the situations found in the host countries. In 
Latin America the servicio has been used to advantage. 

But throughout Asia and the Far East, we operate uniformly, using 
the United States Operations Mission, with the exception of the Joint 
Commission on Rural Reconstruction originally operating on the main- 
land of China but now operating in Formosa. This joint enterprise 
has been signally successful because the two Governments have been 
operating as partners. 

Most of the countries where we operate vary greatly and need con- 
sideration in terms of their own situation. I am sure that the atti- 
tudes in many countries toward our cooperation would be more cordial 
if the joint commission idea were to be used. When I was in Formosa 
in 1954, I was told that the decisions of the 5 commissioners—3 
Chinese and 2 Americans—were invariably unanimous. 

The problem of personnel is still with us—really the key factor in 
the successful operation of technical cooperation programs. We are 
still appointing most personnel to a 2-year contract. It will be 
difficult to solve this important problem until Congress decides whether 
technical cooperation is to be given a reasonably continuing status. 

I believe many of our best citizens would elect service in technical 
assistance as a career if our administrative policies would make that 
possible. This complex problem is so widely recognized that I need 
only refer to it as part of the overall picture. 

We need to resolve the growing confusion in the public mind as to 
what is technical cooperation and what is development assistance. 
Both categories are seemingly covered by the commonly used term 
“economic aid.” It is highly desirable that the two types of assist- 
ance be kept separate in our thinking. In the Mutual Security Act 
of 1954, the Foreign Affairs Committee spelled out in detail what 
technical cooperation programs were. Development assistance is not 
comparably defined. 

Simply stated, it seems to me that technical assistance consist of 
those activities which (1) aim at developing the economy or raising 
the standard of living, primarily through (a) increasing technical com- 
petence or (6) helping to organize or improve public programs devoted 
to these ends; and which (2) are joint activities in which an agency 
external to the country is a participating partner. 

Development assistance consists of helping to develop the economy 
or raise the standard of living of a country primarily through grants of 
commodities or funds which can contribute to these purposes. There 
is no clear line of division between technical cooperation and develop- 
mental assistance. 

On the whole, sending technical personnel to a country is a central 
feature of technical cooperation but is absent or a minor element in 
development assistance. In general, appropriations for technical 
cooperation are in modest amounts whereas grants for development 
assistance to a particular country in a particular year may run into 
many millions of dollars. Grants of funds for technical cooperation 
are legitimate to the extent they are needed to provide teaching and 
demonstration materials and to share sufficiently in financing certain 
jot programs that the host government is encouraged to undertake 
and so that the external agency of technical cooperation, such as the 
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United States Government, has a right to a voice in the administra- 
tion. 

Technical cooperation is popularly and rightly referred to as a self- 
help program. It is also thought of as a relatively inexpensive pro- 
gram. The amount requested of Congress for 1957 represents about 
3 percent of the total 1957 mutual security askings. 

I am of the firm conviction that a properly administered technical 
cooperation program will be in the long run one of the best invest- 
ments in international relations that the United States can make. 

It is now overshadowed by development assistance and other grant- 
in-aid and commodity programs. Technical cooperation is essen- 
tially a personalized program that should provide us with the personal 
contacts out of which international understanding and mutual respect 
can grow, and without which there can be no basis for lasting peace. 
It is a program for laymen, not for professional diplomats, though 
personal tact and diplomacy are essential for the laymen, too. Once 
the broad foreign policy with respect to technical cooperation has 
been laid down, the administration should be put in the hands of 
people who are culturally, technically, and administratively competent 
and allowed the necessary latitude to do the kind of a job that needs 
to be done in partnership with the other countries concerned. 

Under the circumstances under which technical cooperation must 
work at the present time, I see little hope for more than very mediocre 
success. 

For those who had high hopes for the influence which our original 
point 4—now the technical cooperation program—might have, it is a 
depressing experience to follow the growing criticisms of the program 
which appear in the foreign dispatches of our newspapers, in syndicated 
articles, and in congressional reports. 

It would seem that more criticisms grow out of our larger scale de- 
velopment schemes than from technical cooperation, but both are 
involved. Surely by now we have learned that money can’t buy 
friends and are we so bankrupt otherwise that money and more money 
is the one major resource on which we must fall back? 

Are we going to be drawninto a competitive dollar diplomacy 
race and what will the limits be? Do we not have to learn that, in 
some circumstances, the citizens of our Government, rather than the 
Government itself, are the best avenues for attaining national ob- 
jectives? 

Finally, as in 1953 and 1954 before this committee, I would again 
appeal to Congress to provide a status for our technical cooperation 
program that will allow it to function effectively. 

I have referred to the necessity for a long-term policy, to the ad- 
ministrative changes to which the program has fallen heir, to the lack 
of bipartisanship under which it is administered, to the diffusion of 
projects in the field, to the acute personnel problems involved, to the 
necessity of elasticity in our country-to-country relationships, to un- 
wise and overextended country programing, to the seeming necessity 
of spending annual appropriations before June 30, and to the rising 
tide of criticism. 

No one would question the responsibility of the President and the 
State Department to make overall foreign policy with respect to inter- 
national economic aid. Indeed that has been quite clearly stated. 
But, as suggested above, once policy has been laid down, the technical 





Ta- 


elf- 
ro- 
out 


ical 
ast- 


nt- 
en- 
nal 
ect 
1ce. 
ugh 
nce 
has 
; of 
ent 
eds 


Lust 
ere 


inal 
is & 
“am 


ited 
de- 


are 
buy 
ney 


acy 
, 12 
the 
ob- 


ain 
L100 


ad- 
ack 
1 of 
the 
uD- 
sity 


sing 


the 
ter- 
tad. 
‘ical 


MUTUAL SECURITY ACT OF 1956 739 


cooperation program should be given the best possible chance to 
succeed. Helping people and governments is a difficult task and with 
the right kind of personnel dedicated to a long-term job, I see no 
reason for program and broad policy conflicts. 

There are four reasons why technical cooperation should be given 
an independent status, possibly as a corporation as originally provided 
by Congress to the still existing Institute of Inter-American Affairs: 

1. To separate it, in administration, from developmental as- 
sistance (since it is the much larger appropriations for the latter 
which keep technical cooperation in jeopardy) ; 

2. To allow technical cooperation to be assured a long-term 
continuity without requiring, or seeming to require, a similarly 
long-term commitment to developmental assistance; 

3. To allow it to develop personnel policies, and administrative 
and fiscal procedures which are well adapted to the operating 
field needs of technical cooperation, rather than to standard de- 
partmental procedures within Washington; 

4. To give it greater insulation from short-run fluctuations of 
political opinion. 

Only in some such radical reorganization do I see any hope for the 
future of technical cooperation. More money at this stage will only 
aggravate the situation. Thank you, Mr. Chairman. 

Mr. CARNAHAN. We thank you, Mr. Reisner. I want to associate 
myself particularly with one of your statements on page 9, and read 
it again for emphasis: 

I am of the firm conviction that a properly administered technical cooperation 
program will be in the long run one of the best investments in international rela- 
tions that the United States can make. 

I believe I will not go around calling each member of the committee 
but, if there are questions, we would be glad to have any of you ask 
any questions you wish. 

Mr. CurperFieLD. Mr. Chairman. Thank you, Mr. Reisner, for 
your constructive suggestions. Do you feel that the original purpose 
of the point 4 program has been extended to programs far beyond the 
original purpose? 

Mr. Retsnur. I think so. 

Mr. Cu1pPERFIELD. Instead of limiting it to knowledge, skills, 
technical help, and so on, it seems to me that they have gone way 
beyond the scope of the original purpose of what we intended. 

Mr. Retsner. Only the administration could answer that, I sus- 
pect, on the basis of fact which would be available to them. I think 
possibly part of our difficulty arises because of the schemes that have 
been initiated through development assistance so that there is fre- 
quently no clear demarcation any longer between technical coopera- 
tion and development assistance. 

Mr. Cu1PerFIELD. Do you think building the Aswan Dam and 
watersheds, changing the River Nile, the Jordan, deep wells, all that 
kind of thing is part of a point 4 program? 

Mr. Reisner. Definitely not. 

Mr. CurperFiELp, I don’t either. 

Mr. Hays of Arkansas. Mr. Chairman, I knew Dr. Reisner many 
years ago when I was on the staff of the Department of Agriculture, 
and Dr. Reisner was one of our trusted advisers. At that time 
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I was working on domestic problems. I knew him as a highly re- 
spected worker in this field. 

I hope it won’t embarass him for me to say that he is a dedicated 
person, with a vast store of knowledge that is invaluable in the Govern- 
ment’s work. I am awfully glad he is here to give us the benefit 
of his views. 

I would like to ask him a question or two, though, since this touches 
a field in which I have a strong interest. As Mr. Vorys said one day, 
it is my hobby, that is, a separate administration for technical assist- 
ance. I don’t know whether this is the appropriate time to state it 
but I have always contended that we should set up statutory, long- 
range programs. Not necessarily permanent, because [ am a 
believer in Congress taking a look at results, but I would like to see 
a 5- or 10-year status given to the technical assistance program 
separate from the military phases of our strategy in fighting com- 
munism. 

There would be need for technical assistance if the Russian threat 
didn’t exist. Also I thoroughly agree about bi-partisanship. 

Mr. Rersner. I was sorry I had to bring that in, but I think it is a 
very definite part of the picture. 

Mr. Hays of Arkansas. I know how sincere you are on that point. 
IT want to ask you some questions about this. I don’t know whether 
it was under this administration or a previous administration that 
when a person was made a country director his first question was, 
“Do I take my air-conditioned Cadillac or my sports roadster?” 
That man will not make a good country director. It goes to the very 
heart of this problem of technical assistance, because one has to be 
aan in people and not just a salary or honor if he does a good 
ob. 

: That is the reason I just feel strongly about the need of carving 
this program out for administrative purposes from our economic and 
military program. Your statement clearly bears out my contention. 

Would you hold that capital outlays should be limited to demon- 
stration and educational materials? 

I don’t believe there is a man in the House that doesn’t go along 
with the idea of technical assistance pretty well. I have heard men 
that vote against foreign aid year after year say, ‘‘Well, I make a 
distinction between ‘foreign aid” and “technical assistance.” 

Now let me ask you about the international phases of it. As to 
terminology, I sometimes say “point 4,” but generally people are 
using the expression ‘‘technical assistance,’ now; are they not? 

Mr. Reisner. No, the Government is using technical cooperation. 
The host governments of the underdeveloped countries seem to prefer 
the term ‘technical cooperation,” to “technical assistance’; so that 
“technical cooperation,” I think, is the accepted term. 

Mr. Hays of Arkansas. I have tried to get away from point 4 for 
the very reason you mention; it seems to have a political implication. 
When Mr. Eisenhower made reference in his inaugural speech to this 
program, it happened to be the sixth item in his message, and one of 
my colleagues just turned to me and said, ‘Now it is point 4, and we 
must refer to it as point 4.” I was willing to do it. 

Mr. Vorys. Would the gentleman yield? Isn’t it a bad thing to 
have this assistance program, cooperation program, labeled as No. 4 
in importance all over the world? It seems to me it would be helpful 
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to get away from giving it a numerical label, indicating the relative 
importance of it in the eyes of the President or the American people. 

Mr. Hays of Arkansas. That is an excellent point. 

Mr. Vorys. We don’t want to call it 4,6,or No.1. Let’s don’t give 
it a numerical status. 

Mr. Hays of Arkansas. And for the reason that Dr. Reisner gives 
us, “cooperation” is much better than “‘assistance.’’ Would you care 
to comment on this point I make about the international phase of it? 
You regard the bilateral and multilateral program as perfectly con- 
sistent and would agree that they can parallel each other? 

Mr. Retsner. They are consistent and parallel each other to some 
extent but with certain important differences. You are referring, of 
course, to the multilateral technical cooperation item in title ITI, 
which deals with the United Nations expanded program of technical 
assistance. 

My attitude with reference to that appropriation, and with reference 
to the program itself rests back on one basic principle, namely, that 
it is to the interest of the United States that the integrity and inde- 
pendence of the specialized agencies of the United Nations be in no 
way compromised, as to their responsibility for determining policies, 
making their own programs, and deciding their own budgets and mak- 
ing their own appropriations. 

The thing that worries me is this. Let us take FAO for I happen 
to know a little more about it than some of the cther specialized 
agencies. FAO is getting in 1956 $8 million for its expended technical 
assistance program through the expanded technical assistance pro- 
gram of the United Nations. Its regular budget in 1956 is $6,600,000, 
which the member nations provide. 

The conference of FAO, as was pointed out at its last meeting last 
November, has practically no control over the money or the program 
that they are operating from the expanded technical assistance funds 
of the United Nations. 

My question is: At what point does the tail begin to wag the dog? 
In other words, we have helped to set up and we are members of these 
specialized agencies, and, with all the good will in the world for the 
United Nations, it does seem to me that we need more than one inter- 
national agency as proving grounds, as places where we get experience 
in dealing with other nations, where other nations get experience in 
dealing with each other. International cooperation is a plant of slow 
growth. Nor doI think we should put all our eggs in one international 
basket. 

My fear is that the money that the FAO and these other specialized 
agencies get from the expanded technical assistance fund of the United 
Nations will soon mean and very naturally so that the United Nations 
will say, “Now, we are providing most of your money. Why not come 
right over and be departments of the United Nations,” and they will 
lose their independence. I think this would be a major disaster. 

Mr. Hays of Arkansas. Can’t we handle that pretty well as the 
largest United Nations contributor through the controls upon our 
contribution, and that would be your recommendation? 

Mr. Reisner. Yes. 

Mr. Hays of Arkansas. To prevent our various bilateral programs 
running off in different directions in the countries we help, you agree 
that the ambassador must be one of the key authorities in the program? 
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In other words, in breaking technical cooperation away from the mu- 
tual aid programs, you would nevertheless give the ambassador a 
degree of authority in the host country, would you not, sir? 

Mr. Reisner. Yes, that is necessary. I think those arrangements 
can be worked out. Where there is good faith on the part of the am- 
bassador, and the chief of the United States operations mission, I see 
no reason why there should be any serious difficulties. 

Mr. Hays of Arkansas. Do you find any difficulty in achieving co- 
ordination with the voluntary, nongovernmental agencies in the 
various countries? 

Mr. Reisner. Are you speaking of United States voluntary agencies 
or voluntary agencies within the aad country? 

Mr. Hays of Arkansas. I am speaking of United States church and 
other agencies within a country. Do you find any problem for ex- 
ample, in relating the missionary enterprises to Government programs? 
How do you feel we are getting along in achieving coordination be- 
tween what the Government is doing and what the churches, the 
foundations, and others are doing? 

I think that is important because a lot of money goes through private 
channels. You wouldn’t want to dry up the private channels by over- 
emphasizing the governmental activities? 

Mr. Rersner. I think there is no danger of that. 

Mr. Hays of Arkansas. The problem is too large for the private—— 

Mr. Reisner. Definitely. 

Mr. Hays of Arkansas. The Government has to be in it? 

Mr. Reisner. I think so. 

Mr. Hays of Arkansas. Are we getting good coordination with the 
private agencies? 

Mr. Reisner. I would say yes. If I had any criticism at all, it 
would be that— well, I have some evidence. It is more than a feeling. 
I hope you won’t call for it—when a private agency takes a contract 
with the International Cooperation Administration there is a ten- 
dency for the United States Operations Missions to try to control the 
operations of the contract on the field. In other words, I think it 
would be very much better if once a contract is signed that the private 
agency be given the largest degree of latitude in its operation. 

Mr. CarNnaHAN. Mr. Vorys. 

Mr. Vorys. Dr. Reisner, I want to tell you of my appreciation for 
your critical but constructive statement. I think I want to associate 
myself with about everything you have said. 

Mr. Rersner. Thank you. 

Mr. Vorys. On this last point that was mentioned, a subcommittee 
of this committee made a study a couple of years ago and found that 
the total expenditures of the private agencies and the foundations like 
the Rockefeller Foundation, exceeded the amount of governmental 
spending on technical assistance. It has become popular, sometimes 
by the administrators of ICA, to play down the enormous private 
missionary effort. I think that tendency should be rebuked where- 
ever it comes up. 

I further agree with you on the danger of spoiling the activities 
of a private agency by Government help. Up to date, all over this 
world, the great technical assistance, the great impact creating good 
will for the United States has been by missionary enterprises, not by 
point 4 or Government technical assistance at all. I had occasion 
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to rebuke a Government witness sitting there where you are when he 
said, “This iron plow that we invented for India’”—TI said, “Wait a 
minute. Sam Higginbotham got that up before you were born.” 
I taught at the College of Yalein China. Robert College, the American 
College in Bierut, such institutions have done more for other countries 
than all of this point 4 put together, and have created more of a feeling 
of friendship. 

I have a couple of more points, Mr. Chairman, if I have time. 
You mentioned the necessity for a long-term policy and long-term 
programs, and you also criticized the diffusion and multiplicity, the 
overextension of our efforts. It seems to me those two things are tied 
together, in this way: This Congress doesn’t get a chance to approve a 
completely thought out program in advance. We are given an 
illustrative project time and again, and it turns out that the illustrative 
project is never completed and the project turns out to be something 
else. Mr. Richards and I took a trip and came back and recommended 
that we get our technical cooperation programs on at least a 3- to 
5-year basis and not a one-shot proposition. But Congress isn’t 
going to buy a pig in a poke. 

What would you think, in order that we would make haste slowly, 
of the idea of forming the practice that the program is submitted to 
Congress and then we approve it, as it were, program by program? 
lt might run 3 years, 5 years; and a number of these aren’t any good 
unless they run that long. 

Mr. Reisner. I think it would be very cumbersome and difficult 
now. I am not experienced in Government operations, but that 
would be my observation. 

You see, there are two parties to these programs, the host country 
and the United States. The host country is involved in problems of 
personnel and problems of budget just as we are. There may be 
difference in the fiscal years. I think if all these programs had to 
come back for approval to Congress that it would just about stop 
the wheels from turning. 

Mr. Vorys. We have been told that in most of the countries it 
requires action by their legislative bodies before programs are author- 
ized. J can’t see why it isn’t just as important for our country. 
I can’t see why it wouldn’t be possible. I am sure it would result in 
less fuzzy programs if the practice came along that they were sub- 
mitted in somewhat final form here before they were launched, even 
though negotiations could, of course, take place before we act. I am 
quite sure you won’t get long-term commitments from Congress unless 
and until some such practice is adopted. 

Mr. Reisner. It seems to me, Mr. Vorys, that if technical coopera- 
tion had an independent status, say, as a Government corporation, it 
would be possible to have much closer relationships between the 
Foreign Affairs Committee and the operations of the program. 

As a matter of fact, I would hope that if a corporation were set up 
that there would be representatives on it, if it were legally possible, 
from the House Foreign Affairs Committee and from the Senate 
Foreign Relations Committee. I think that the program suffers from 
the fact that once a year all these big programs are put before you 
and there is very little opportunity for a continuing review. 

Mr. Vorys. That is not necessarily the case, because our study 
missions review these programs in the field and we have a number of 
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progress report hearings throughout the year. However, continuity 
is of vast importance. 

I wanted to comment on one other thing you said, mentioning the 
partisan political aspects of this business, I think we can all agree that 
what we want are, as you said, dedicated men. Dr. Russell, who 
recently died, who was in charge of this, used the phrase down in Lima 
that we needed ‘‘the added component” of the personality and char- 
acter of the person involved in every program, or the program is no 
good. I feel sure you agree with that. 

Mr. Reisner. I think the personnel problem is more than half our 
total problem. 

Mr. Vorys. They have to be dedicated and expert. 

Mr. Reisner. They have to be both. 

Mr. Vorys. In a survey trip taken by members of this committee 
in recent years, one of the Democrat members was aware of the 
criticism that Republican political appointees had been put in, and 
checked on some of the program personnel that he felt were unworthy. 
He didn’t feel it proper to ask about politics in the field, but after he 
returned he found that most of those that he felt were not much good 
had been put in by the previous administration. 

You can’t run the thing under a possible spoils system in one admin- 
istration, and then throw a blanket of civil service over those people. 
You have to do some weeding out of incompetents. I simply say 
that there were similar activities in prior administrations. Two 
wrongs don’t make a right, but you have to have continuity, assurance 
of continuity, and you have to have impartial, bipartisan selection 
of experts for their expertness and dedication before you can have a 
permanent program. Would you agree? 

Mr. Reisner. Absolutely. That is one reason why I feel so 
strongly that the technical cooperation program must be given a 
more independent status than it has at the present time. 

Mr. Carnanan. In consideration of the 5 witnesses who are waiting 
to be heard this morning, we will go under the 5-minute rule. 

Mr. SELDEN. In your opinion, Mr. Reisner, should we continue 
technical assistance or cooperation to countries in the field where 
those countries are now competing with the United States? 

Mr. Reisner. Competing in what way? 

Mr. SeLpEN. For example, technical assistance to countries who 
produce cotton. When they reach a point where they are more than 
self-sufficient and are competing on the world market with this coun- 
try, should we continue technical assistance in this field to them? 

Mr. Reisner. Are there problems of cotton production in those 
countries? 

Mr. Sevpen. I’m sure there are problems. 

Mr. Reisner. I think we ought to help them. 

Mr. SeLpen. Even though they compete on the world market with 
us? 

Mr. Reisner. Yes. We have free enterprise. We glory in it. 

Mr. Seven. I’m sure the gentleman realizes that it is very difficult 
to justify to our own constituents the expenditure of American dollars 
to raise foreign cotton that will compete with the cotton we raise in 
Alabama. 

Mr. Retsnmr. I know it is. 

Mr. CarnaHan. Mr. Smith. 
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Mr. Situ. Dr. Reisner, may I say this for the record, that I think 
your statement here this morning has been most excellent. I know, 
as Mr. Hays has said, that you are an expert in the field. I know of 
no other man who has more knowledge of this subject than yourself. 

I am sure that you come before us this morning giving us the best 
that you have regarding this one important phase of the mutual secu- 
rity program, namely, technical cooperation. 

I hope that the committee this year will give me a chance to vote 
“ave” on part of the program, at least. I haven’t supported it in the 
years that it has been in operation. I have only voted for it on one 
occasion. I think you well said in your statement that if there is 
anything that we can do of benefit to the country, here is where we 
can do it, and I was pleased that the chairman emphasized that part of 
your statement. 

The taxpayers today are much concerned about spending under the 
foreign-aid program. It may be because I come from the Middle 
West, that we are more concerned out there for some reason or other. 
But most of my mail today is on this very program. 

Being an expert, how do you feel about the amount of money that 
could be spent intelligently and expeditiously in support of this 
technical assistance program? In other words, how much money do 
you think the Congress could authorize and appropriate without going 
overboard? 

Mr. Reisner. If you will delete that one clause, ‘“‘being an expert,” 
I will attempt to answer. 

Mr. Smiru. All right. 

Mr. Reisner. If the criticisms that have been made by con- 
gressional committees and by independent observers that our program 
is overextended, that it is too diffuse, therefore that we are using more 
men than are called for, and therefore more money, it seems to me the 
program could be reduced by the cost of those elements without essen- 
tially harming the present program. Whether that is $10 million, 
$25 million, I don’t know. You probably have the detailed figures 
before you country by country. But a reduction in the extent of the 
program certainly would allow for some savings. 

How much of the program is going into costs that might be thought 
of as development assistance, of course, I have no way of knowing. 
Those of us who insist that we can have a better program, if it is a 
smaller program, and with better people, certainly mustn’t object to a 
smaller appropriation. 

Mr. Smiru. Do you think it is possible to administer this program 
in the field, under a separate corporation, for between $50 million and 
$100 million? As I recall the figures for this year, they were $145 
million. For the program as you visualize it, could it be administered 
or operated for much less than that? 

Mr. Reisner. Mr. Smith, the answer depends upon the extent of 
these factors that I have named. But under present circumstances, 
I would say ‘‘Yes,” but how much less I don’t know. I would like 
to go on record as saying that if we felt we were getting our money 
out of our technical cooperation program, that we were accomplishing 
its purposes, that we were giving effect to the broad foreign policies 
which this program is designed to carry out, then I think that the 
matter of money would be secondary to Congress. 
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Mr. Situ. Do you think if we continue to go as we are, there is 
real danger that the program will fall of its own weight? 

Mr. Retsner. With $140 million to spend, you can always do some 
good with it. I wouldn’t want to say that it would fall of its own 
weight. 

As I said here, the problem is finding some way to get a more effec- 
tive program. 

Mr. Samira. Then I want to get back to the last point you make, 
namely, this question that I have thought about considerably: the 
separate administrative agency. Do you think that the Institute of 
Inter-American Affairs gives a pretty good idea as to what can be 
done? The program in South America under the servicio, I am sure, 
has done an excellent job. Those of us who have been there and 
have seen it in operation, know that our amounts, instead of increasing 
each year, have been decreasing, and the greater contributions have 
been coming from the host governments. Do you think that with 
that kind of organization we could operate the kind of program that 
you think would be more effective than it is today? 

Mr. Reisner. You are speaking specifically with reference to the 
Institute of Inter-American Affairs? 

Mr. Smiru. I am talking about the framework of an operating 
agency. 

Mr. Reisner. I think I used the term in my statement, I meant 
to, “‘as originally provided by Congress.’’ There have been 1 or 2 
major changes in the corporation. Previously it had some inde- 
pendence in the expenditure of its money. Now, it is part of the 
budget procedure. It was amended in one other way, so that its 
wings have been clipped, its independence of operation that made it 
significant in those early days has been lessened. So, without making 
a study of the original corporation, I am not so sure that I would be 
able to answer your question. 

Congress last year continued the life of the Institute of Inter- 
American Affairs until 1960. I have never been able to find out 
what was in the mind of the Congress in the recommendation. But 
it has intrigued me, why the Congress has kept the corporation alive 
when the technical cooperation program is now operated under the 
USOM in these same countries. I think it is significant. 

Mr. Smita. It takes continuity, doesn’t it? 

Mr. Reisner. Yes, definitely. I think the chief significance you 
should give to my reference here is that an independent Government 
corporation was established by Congress and had independence 
enough to do the job that Congress wanted done in Latin America. 
It did that job. Now let’s do something corresponding to it for all 
our babies cooperation programs. 

Mr. Smitu. Thank you very much, Mr. Reisner. Thank you, 
Mr. Chairman. 

Mr. Hays of Arkansas (presiding). Thank you, Dr. Reisner. We 
appreciate your appearance very much. 

Our next witness is Mr. Merwin K. Hart, president of the National 
Economic Council, Inc., the Empire State Building, New York, N. Y. 

Mr. Hart, since we have three other witnesses, I wonder if you could 
shorten your formal statement. I hope you won’t feel I am unduly 
limiting you, but we have a severe time problem. 
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STATEMENT OF MERWIN K. HART, PRESIDENT, NATIONAL 
ECONOMIC COUNCIL, NEW YORK, N. Y. 


Mr. Hart. I wish to speak briefly on certain phases of foreign aid. 
My remarks are based in large part on what I have learned in many 
visits to Europe and some to the Middle East during the last 9 years— 
this in addition to many visits prior to World War II. 

It: seems to me the cliché sometimes heard that America has neg- 
lected her friends among the nations and has aided her enemies is not 
without some truth. 

Generally speaking it seems to us in the National Economic Coun- 
cil that our foreign aid has been improvised from time to time on a 
rather amateurish and superficial basis. 

If the general aim of American foreign aid has been to hold back 
communism, it has largely failed. Soviet Russia has progressively 
reached new heights of success. We and our Western allies have lost 
China and almost certainly will lose all southeast Asia. India will 
not stay with us, in all human probability. Even Ceylon is gone. 
The Chinese Communists can take Singapore and Hong Kong any 
time they wish. Iceland, where we have an important base, has 
recently told the United States to get out. 

Because the Truman administration yielded in 1947 to a noisy 
minority and persuaded the United Nations to partition Palestine, 
we converted 40 million Arabs and 300 million other Moslems into 
enemies. And in the last year Soviet Russia has stepped in via 
Czechoslavakia and furnished arms to Egypt and other Arab coun- 
tries. 

I talked in 1953 with many Arabs in Egypt, Lebanon, Iraq, Syria, 
and Jordan, and no matter how low his rank, each knew the essential 
facts and held the United States responsible for forcing more than 
700,000 Arabs out of their homeland. All the foreign aid we might 
send to the Middle East will not wipe out their sense of injustice. 

Throughout most of Europe the United States has lost rather than 
gained in prestige, either in spite of or because of foreign aid. 

We have sent something over a billion dollars of aid to Yugoslavia— 
in the fond hope, now proved groundless, that in this way we could 
wean that country away from the Soviets. We even brought Yugo- 
slavian airmen, I am told, to American airfields for training, and 
they presumably learned many of our vital air secrets. Now we 
know Yugoslavia is back in the arms of Soviet Russia. 

In West Germany much of the aid we have given has been well 
spent, after we had fooled away valuable time and assets in joining in 
the dismantling of industrial plants, many of which were sent to 
Soviet Russia. 

I made a somewhat intensive study of West Germany last November, 
talking with many officials from the Vice Chancellor down, members 
of the Bundestag, business and professional men, merchants, and 
other citizens, including housewives. As I made addresses to 6 or 8 
groups of Germans I had opportunity to ask and to try to answer a 
good many questions. It gave me a chance to see what was going 
on in their minds. 

Most Germans feel far more friendly to the United States than to 
any other country. But we seem to have lost considerable standing 
with them for three reasons. One of these is their belief that the 
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United States was largely responsible for forcing through the Bunde- 
stag several years ago the measure committing West Germany to 
send the State of Israel over a period of 10 years some $880 million 
in goods. Germans don’t speak of this readily till one gets to know 
them pretty well; then they open up bitterly. They argue that not 
over 10 or 15 percent of those in Israel ever were in Germany. They 
admit that many Jews suffered persecution at the hands of Hitler, 
but so did many non-Jews. And they consider the whole thing an 
injustice. They feel that Americans don’t control their own foreign 
policy. It is just one instance of permitting a vociferous minority 
to dictate our relations with other countries. . 

The second reason for a falling off in German friendliness is the 
fact the United States has thus far not restored German-owned private 
property in the United States to its former owners. Since West 
Germany is so vital to the defense of Western Europe, would it not 
have been vastly more important to American interests to have 
promptly turned back this property, rather than send several times as 
much to Yugoslavia? 

The third reason is the Austrian State Treaty Mr. Dulles signed, 
particularly the provision confiscating a large part of all German- 
owned property in Austria. Since this was a recent event, it was 
perhaps uppermost in German thought. 

The German people had larger foreign investment in Austria than 
any other foreign country. Much of its dated back before World 
War II and some before 1914. I was told Adenauer was shown a 
draft of the proposed Austrian State Treaty 2 weeks before it was to 
be signed, and it contained no mention of this property question. 
Then, 2 days before it was to be signed he learned of it, and immedi- 
ately tried to reach Mr. Dulles on the phone at Geneva. But word 
came back repeatedly that Mr. Dulles could not be found. And the 
treaty, with this property provision, was signed. It was hailed in the 
United States as a victory for our administration. But the Germans 
feel otherwise. 

And so, I was told, West Germany was inclined to rely less on the 
United States and more on dealing direct with Soviet Russia. 

Since 1945 Britain, France, and Italy have had probably more of 
our foreign aid than any other countries. Yet Italy and France have 
a high percentage of Communist voters, so neither of them can be 
expected to go very far to defend the Western World against com- 
munism. 

Britain, weakened by the loss of manpower in the 2 great wars, as 
well as by 5 years of socialism, and with her Empire largely gone, 
is in a serious situation. The National Economic Council in 1948 and 
1949 brought an able English writer and speaker, Cecil Palmer, to the 
United States and he made addresses from coast to coast. He fre- 
quently made the point that our foreign aid to Britain was merely 
keeping the Socialist. labor government of Mr. Attlee in power, and 
he begged America to witidraw its aid. 

Spain and West Germany, more than perhaps any other countries, 
have been really benefited by American foreign aid, and so America 
in turn has benefited. 

I have kept somewhat close to the Spanish situation since visiting 
Spain in 1938, during the Spanish Civil War. On returning to America 
I published a book, America Look at Spain. In it I presented facts in 
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support of the view that vital American interests demand the closest 
relations between America and Spain. I based this conclusion on the 
fighting spirit of the Spaniards; on the fact they were the only country 
that had defeated communism in war; on Spain’s geographical position 
at the gateway to the Mediterranean; on the natural protection of the 
Pyrenees; and on the cultural connection between the Iberian Penin- 
sula and Latin America. 

Since 1946 I have visited Spain nine times, having been there as 
recently as last December. The United States in 1946 yielded to the 
scheme, proposed by the Soviet Government, of withdrawing am- 
bassadors from Spain, and for some 4 years of one of the most critical 
periods in the world’s history the United States was not represented at 
the capital of one of the most important countries in Europe. 

Happily, in recent years this policy has changed. Spain and the 
United States have established close relations. Since 1951, between 
private and public credits several hundred million American dollars 
have been given or loaned Spain by us. Five American airbases are 
under construction, as well as a naval base at Cadiz. Economic aid 
is being given. ‘The work seems to be proceeding well, the military 
under General Kissner and the economic aid under Mr. R. R. Rubot- 
tom, Jr., first secretary of the American Embassy at Madrid. But 
the amount of American aid is insignificant compared with what we 
have given other countries. 

It seems to me that American aid to all countries that, like Yugo- 
slavia, are potentially hostile, or, like India, that are neutral, should 
come to an end. At best, we have wasted many billions in sending 
money and goods to those countries. We have let them have vast 
quantities of our irreplaceable natural resources. 

On the other hand, I believe we should increase our aid to countries 
like West Germany and Spain, whose interests are so nearly like ours. 

I believe that in respect to Germany we should promptly return all 
German assets or the value of them. We should in future avoid repeti- 
tion of anything like the preposterous German indemnity to Israel. 

Spain is so important to the United States that I believe we should 
study how we can help her get into the best possible condition to 
defend herself and to help defend the United States, and we should 
remember that Spain has never defaulted on a foreign loan. The 
present government has honored the obligations of even the monarchy. 

France and Italy could go Communist at almost any time. Britain, 
under the absolute necessity to trade, could be neutralized. If these 
countries can’t support themselves after 11 years of American sub- 
sidies, they never will. Spain, along with West Germany, are the 
best bets to help with a view of preserving the United States. 

We are wholly opposed to any increase whatsoever in foreign aid to 
other countries. We believe it should be substantially reduced, as 
above outlined. We are opposed to any commitment whatsoever for 
foreign aid beyond the term of the current Congress. We are utterly 
opposed to any American aid being given through the United Nations 
by which all American identity with such aid would be lost. 

So much of our substance—52 billions, I believe—has been scattered 
over the world the past 11 years, and we have engaged in so many 
activities all over the world, that American interests are suffering at 
home. In April, representatives of Soviet Russia kidnaped five 
Russian sailors who had been given sanctuary in the United States, 
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took them to Idlewild Airport, and forced them on a plane and took 
them to Soviet Russia. So great is the contempt of the Soviets for 
the United States that they felt confident we would let this happen 
under our own eyes. And they got away with it. 

So far as we can see, NATO is largely a failure. This would explain 
Mr. Dulles’ present attempt to convert NATO from a military to an 
economic and social alliance, whatever that may mean. Does it 
mean that America shall continue to be the great international cow, 
for all to milk? 

I have had some contact with a few of our officials connected with 
NATO and with the spending of our money in foreign lands; and while 
many of them are high-minded men and women, yet, understandably 
enough, most of them value their vested interests in their jobs. 
Bureaucracy wishes to continue—and to increase. And this is a 
strong factor, I think, in this urge to build up ever bigger spending. 

Mr. Chairman, the National Economic Council has several thousand 
members and subscribers in all parts of the United States, and we 
hear from many of them frequently. I can tell this committee that, 
if our followers are a cross section of America, the American people 
are getting pretty sick of the present high level of spending and taxes. 

They want less spending and lower taxes. They feel that our 
foreign aid has been largely wasted, for they see that, vis-a-vis Soviet 
Russia, the United States has been fighting one long, losing, rear guard 
action—fighting and falling back. 

And so engrossed has our administration been in countries all over 
the world that we have neglected some of our most vital interests 
right here at home. Several high American military authorities 
have recently gone on record to the effect that in vital respects Soviet 
Russia has already overtaken and passed us in preparedness for war. 

This foreign aid has gotten completely out of hand. It has been 
left too much to the State Department with its ideas of global grandeur. 
The Department, with its tendency constantly to expand its influence 
and power, has to a considerable extent been dominating the executive 
branch, and has encroached on the powers of the Congress. 

The people look to the Congress—and especially to this Committee 
on Foreign Affairs—to greatly reduce our overexpanded foreign aid 
program. 

The Congress should reassert its legislative power and should resist 
usurption by either the executive or the courts. 

Mr. Hays of Arkansas. Thank you, Mr. Hart. We will go under 
the 5-minute rule. Mr. Chiperfield. 

Mr. CartperFieLp. Thank you, Mr. Chairman. I have no questions. 

Mr. Hays of Arkansas. Mr. Selden. 

Mr. Setpen. I believe you said, sir, that the American people are 
getting pretty sick of the present high level of spending and taxes. [ 
think that is probably a correct statement. Would you advocate 
cutting any of our spending in the military field? 

Mr. Hart. Not as far as it was clearly necessary to our safety. But 
what about the spending we did in Iceland which now is probably 
gone? What about the billion we gave to Yugoslavia, and more? 

Mr. Sevpen. I would like to say that our hindsight is always better 
than our foresight. However, I don’t say that I disagree with you in 
some of the statements that you made. I was simply attempting to 
ascertain whether you advocated cutting the military spending at the 
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present time. Would you advocate cutting it in an effort to reduce 
taxes? 

Mr. Harr. Not beyond the point where our safety became involved. 
Apparently it has been cut below the safety point, according to Gen- 
eral LeMay and other authorities. Soviet Russia, in General Le- 
May’s opinion, and that of others, would appear to have gone ahead 
of us in the air. 

Mr. SELDEN. Then I presume that you would advocate increasing 
it as far as our airpower is concerned? 

Mr. Hart. Necessary to keep us on the safe side. 

Mr. Sevpen. As far as the foreign-aid program is concerned, would 
you advocate cutting out all foreign-aid spending, including the 
military? 

Mr. Hart. No;I would not. I would limit it to the countries that 
are either friends of us, definitely friends, and no more, and they have 
to establish their friendship. 

But giving to people of doubtful friendship, or giving to neutrals 
like India, I think is worse than an utter waste of money. We will 
never get anywhere. 

Mr. Setpen. You indicate in your statement that in the case of 
France and Italy, we are wasting our expenditures? 

Mr. Hart. I think we are wasting a tremendous amount of money 
in France and Italy. Maybe in the early days it was worth while, 2 
or 3 or 4 years after the war. 

You know, Congressman, the extent to which it is said that the 
French and the Italians fail to pay taxes. It is notorious in France, 
and Clare Booth Luce in Italy told me 3 years ago that it was even 
more notorious there. We are being used. 

Mr. Sevpen. Do you think we could possibly defend Western 
Europe without Italy and France? 

Mr. Harr. I think when it comes to a showdown we won’t have 
Italy and France, anyway. We will have Germany and Spain to 
depend on. I think France and Italy—certainly France is a broken 
reed. 

Mr. Setpren. Do you think we could defend Western Europe with- 
out those two countries, however? 

Mr. Hart. I think we could defend it just as well as we could 
with them. 

Mr. SELDEN. I disagree with you there, sir. That is all. 

Mr. Hays of Arkansas. Mr. Vorys. 

Mr. Vorys. You said some things, Mr. Hart, that worry you and 
worry us. One aspect you didn’t comment on, I don’t know whether 
you have looked into it, but when we look at this program we find 
that there are $2,352 million of it for Asia, of which $1,185 million is 
military. Without attempting to break it down by countrys because 
I forget what is secret and what is not, but most of that is for south 
Korea, Formosa, and south Vietnam, where if we don’t furnish mili- 
tary support and direct forces support, defense support, those coun- 
tries will be taken over by the Reds in a hurry. 

That is big money. Wherever the big money is, that is the best 
chance to cut. But there are the figures we have laying before us. 
wondered what your opinion would be as to the importance of holding 
the line, holding what we have left of the line in Asia. 





752 MUTUAL SECURITY ACT OF 1956 


Mr. Harr. I think it would be important to hold it, if we can. [ 
am afraid the issue is already decided. We have been shelling out 
money, the cost of the Korean war, and all that. On the other hand, 
we have been doing things, as we did in the recall of MacArthur and 
the refusal to let MacArthur attack, we have been doing things that 
completely offset the money that we are spending. This is a great 
part of the folly that I am complaining about. 

Chiang Kai-shek’s army is 10 years older than when they went 
there—or are they keeping it up? 

Mr. Vorys. They have a pension system for the older fellows, and 
they are inducting the youth of Formosa. So, it isn’t actually an 
aging army, as you might say. In any case, it is all we have. It 
isn’t as much of an aging army as you might think. 

Mr. Harr. I am glad to know that. 

Mr. Vorys. I don’t think that is classified, the fact that there is a 
rotation going on there. But taking care of pensioning off the old 
soldiers and the old generals, is another expensive matter. 

Mr. Hart. It seems to me that the issue there is probably largely 
decided. I don’t know. Maybe I am unduly pessimistic. I hope 
Iam. But I feel certain that the Congress has not taken enough of 
a part in the policy of the United States, the foreign policy of the 
United States. I think it is the fault of the Senate, of course, more 
than the House. But I don’t think the Congress has made itself 
felt. The Congress is closest to the people of the three branches of 
Government. 

If there is any way that we can recover the line and go back and 
retake all of that country, all right. We have refused for 10 years 
to unleash Chiang Kai-shek. We have held Syngman Rhee down. 
There has been no end of suffering there. There will probably be 
more. 

I wish very much the Congress, this committee and the Senate 
Foreign Relations Committee, would work out a method in conjunc- 
tion with the administration whereby this be gotten back. We have 
had a long, rear-guard action. 

In Greece and Turkey we did excellent work. Turkey is one of 
our firm friends. Through Communist manipulation has come the 
Cyprus situation, and we have the Greeks and Turks fighting against 
each other there; Britain is finally firming up, probably too late. 

Mr. Vorys. Turkey is another expensive item in here. 

Mr. Hart. I presume it is. 

Mr. Vorys. Thank you very much. 

Mr. Se.pEen. I suppose you would include Turkey, however, with 
Spain and Germany; would you not? 

Mr. Hart. I certainly would put it next. But, as matter of fact, 
in Greece this new factor has come up. The Communists are up to 
mischief. They have done just what we would expect they would 
have done. How that will come out, I don’t know. That is an 
awfully tough thing to handle. 

Mr. Hays of Arkansas. Mr. Smith. 

Mr. Smiru. Mr. Hart, there seems to be general agreement that in 
the event it is necessary to maintain our military establishment 
abroad that it should be done. I don’t know of any American who 
would quarrel with that idea. I have had some reservations in my 
own mind about including the military in this program. Do you think 
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that it would be better, psychologically and otherwise, to include 
what we are authorizing in this bill for the military in our overall 
national defense budget? 

Mr. Hart. I suppose it has to be, if there is going to be any item 
for the military. It certainly is part of the national defense. I am 
not sure that I quite get your question. 

Mr. Smitu. In the bill now under consideration most of it is for 
military on the theory that this is the way our foreign policy should 
function. I have felt that we perhaps are getting ourselves in a 
difficult position with some countries, such as India, who want no 
part of the military, and it seems to me we could save face, or do a 
better job, by including what we are trying to do here militarywise 
in the overall national defense budget. Do you get the point? 

Mr. Hart. Yes. I think it really does properly belong there, but 
it comes out of the taxpayer’s pocket whichever way it is. 

I would like to stress this one point. It is suggested by what you 
said, Congressman. How many of the bases we have developed 
around the world are we going to keep? I got into East Germany, 
to the East German Zone last November, and I talked to several 
people there. I talked with Bishop Dibelius, who has had the op- 
portunity to get all over East Germany. I learned from my talks 
with all of these people (though not from the bishop) that Soviet 
Russian plans are to get right out across north Africa and get to 
Gibraltar as quickly as they can. 

They have already set up an embassy in Libya, which is practically 
nothing but a desert. That embassy is solely for the purpose of dis- 
semination of Soviet propaganda. It can’t be anything else. Of 
course, they are back of all this unrest in north Africa. They are not 
going to be content with that. They are heading through Ethiopia 
for Central Africa. 

In a lot of these places, like North Africa, like Iceland, like so many 
of these countries where we have bases, how safe will they be if the 
vote of the country goes against us, Communist-inspired? Then we 
will have to pull in our horns some more. I would like to see this 
retreat, this rear-guard action stopped. I would like to see us go 
ahead and get somewhere. I don’t see any great evidence of it yet. 

Mr. Smirx. Thank you. 

Mr. Hays of Arkansas. Thank you, Mr. Hart. Our next witness 
is Mr. John C. Lynn, legislative director, American Farm Bureau 
Federation. Mr. Lynn, we will be glad to hear from you. 


STATEMENT OF JOHN C. LYNN, LEGISLATIVE DIRECTOR, 
AMERICAN FARM BUREAU FEDERATION 


Mr. Lynn. Thank you very much, Mr. Chairman. I would like 
to introduce to the committee Mr. George J. Dietz, who is the di- 
rector of the department of international affairs for the American 
Farm Bureau Federation. 

Mr. Chairman, in the interest of time, I would like to file this 
statement for the record, and make a few brief comments, if I may. 

Mr. Hays of Arkansas. Without objection, that will be done. 

(The statement referred to is as follows:) 
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STATEMENT OF JOHN C. LYNN, 
LEGISLATIVE DrREcTOR, 
THE AMERICAN FarM BuREAU FEDERATION 


The American Farm Bureau Federation appreciates this opportunity to discuss 
with the Foreign Affairs Committee several aspects of the mutual security bill, 
H. R. 10082. 

Farm Bureau is a farm-family organization financed by membership dues on a 
voluntary basis. It is an independent, nongovernmental organization of farmers, 
by farmers, and for farmers. It was organized to provide a means whereby farmers 
can work together and speak with a united voice on the problems which affect 
them, either as farmers or citizens. At the close of our last fiscal year, November 
30, 1955, we had 1,623,222 paid up member families in 48 States and Puerto Rico. 

The President in his message of March 19, 1956, recommended a mutual 
security program for fiscal year 1957, and asked for $4.7 billion, which is a sub- 
stantial increase over last year. 

Whether or not the great increase for fiscal year 1957 is essential must be based 
on information not available to us, and, therefore, we are not able to judge the 
exact dollars needed for each of the items in the budget. We are impressed with 
the size of the program being proposed for fiscal year 1957 and the size of the 
unexpended balances. 

Miuitary AssIsTANCE 


We are especially impressed by the size of the request for military assistance 
for fiscal year 1957. Of the $3 billion requested, $2.2 billion is for equipment, 
supplies, and spare parts. This compares with the authorization last year of 
$1.5 billion, of which $776 million was for equipment, supplies, and spare parts. 

We have grave doubts as to the advisability of continuing on a long-time basis 
a program of supplying or allies abroad with only United States military equip- 
ment and spare parts. We should avoid the burden of having to finance spare 
parts for United States equipment for many years to come. If we continue this 
program over a long period of time, we will permanently burden our allies with 
the necessity of spending their limited dollars for spare parts from the United States. 

Foreign military aid should assist our allies to build up their own defense 
resources rather than to supply military goods produced in the United States. 
The dispersion of the vast expenditures for defense among cooperating nations 
will not only provide purchasing power in the hands of other nations but will 
also avoid undue concentration of defense production in the United States, which 
tends to unbalance our own economy and encourages allies to let us carry an 
increasing burden for the common defense. 

We feel that the Department of Defense should take definite and immediate 
steps to achieve this objective. 

It is significant that $1,022 million was appropriated for military assistance 
for fiscal year 1956. Over 29 percent will have been neither obligated nor reserved 
by the end of the fiscal year. 

The reservation account shows that the Department of Defense will have over 
$3 billion unobligated in this account at the end of fiscal year 1956. This is more 
than double the fiscal year 1956 authorization. The Department of Defense will 
have about $4.8 billion unexpended at the end of fiscal year 1956, yet they re- 
quest $3 billion additional authorization. This means, if the Congress appro- 
priates the amount being requested, that the Department of Defense will have 
about $7.8 billion in the beginning of fiscal year 1957. Their own estimates 
show that by the end of fiscal year 1957 their unexpended balance will rise to 
about $5.3 billion. We think these amounts are excessive. 


DEFENSE SUPPORT 


Fiscal year 1956 authorization 
Fiscal year 1957 request 


This category is economic aid; it includes $41.9 million for agriculture and nat- 
ural resources as well as requests for education, health and sanitation, and public 
administration. 

We understand that there are over 1,000 technicians employed or under contract 
and the request is to raise this to over 1,200. This type of activity would be more 
appropriately listed under technical cooperation. 

Almost $800 million of economic aid is scheduled for the Far East under de- 
fense support alone. It is very difficult for us to reconcile this, since it seems to 
us that this is a duplication of United States and other international agencies 
working in this field, 
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DEVELOPMENT ASSISTANCE 


Fiscal year 1956 authorization 
Fiscal year 1957 request 


In fiscal year 1955, $2.5 million for agricultural activity was authorized and 
$12 million for industry. In fiscal year 1956, over $69 million was spent for agri- 
cultural development and only $3.4 million for industry. It is encouraging to 
see this trend reversed in fiscal year 1957 with a request of $9.9 million for agri- 
culture and $18.8 million for industry. 

In our foreign economic aid program up to date, major emphasis has been 
given to increasing agricultural production. This may have been a sound ap- 
proach in some instances, however, we believe that greater emphasis should now 
be given to the development of resources and industries that will more rapidly 
raise the income and standards of living of the people involved. In many of the 
so-called underdeveloped areas, particularly in the Far East, it is estimated that 
about 85 percent of the population are in agriculture. In some cases it is esti- 
mated that the gross per capita income for the people in agriculture is less than 
$36 annually, while in nonagricultural pursuits it is slightly less than $100 an- 
nually. Certainly, if we are to promote the economic development of many of 
these countries, it will be necessary to develop industries that will help to relieve 
the population pressure on the land and develop fuller employment, leading to a 
higher standard of living. 


TECHNICAL COOPERATION 


1956 authorization 
1957 request 


We agree with the administration’s statement: 

“These programs emphasize and consist largely of advice, teaching, training, 
and the exchange of information; and they do not include the provision of supplies 
and equipment, beyond that which is required for effective teaching and demon- 
stration purposes.” 

However, in the request for 1957, it is indicated that only $95.6 million of the 
$157.5 million will be used for technicians working in foreign countries, or to train 
foreign technicians in this country. 

It appears that approximately 40 percent of the funds requested for technical 
cooperation does not fit the definition as stated by the International Cooperation 
Administration. 

Therefore, we must conclude that about 40 percent of the money being asked 
for here is for programs other than technical assistance. 

There is ample opportunity under the Agricultural Trade Development Act of 
1954 (Public Law 480) for the United States to have available local currencies 
for which many of these projects can be financed, and we believe, to a much 
greater advantage, than is done in many instances through expenditures of dollars. 

We would like again to point out by way of comparison that the total amount 

currently being spent annually in the United States for all vocational education 
training (Federal, State, and local) is $164,761,217.75. The total annual Federal, 
State, and local funds being spent for the Agricultural Extension Service in the 
48 States, Alaska, Hawaii, and Puerto Rico amount to $109,912,053.42. Thus 
the amount being asked for technical assistance is almost 60 percent of the total 
of these two United States educational programs, embracing all 48 States and 
Territories and employing many thousands of highly skilled United States tech- 
nicians, 
_ Private organizations’ place in TCA program.—The American Farm Bureau 
Federation has been active in the technical assistance program in recent years. 
During the last 5 years we have sponsored some 500 young farmers for on-the-farm 
training in the United States for periods ranging from 6 months to a year, whereby 
they have received technical training in American agriculture. We also sponsor 
many individual and specialized adult groups to study agriculture and cooperative 
marketing. 

The Farm Bureau in cooperation with the International Cooperation Adminis- 
tration conducts the young farmer trainee program for young farmers in countries 
of the free world. In 1955 we placed on farms in some 25 States 161 of these 
young farmers who lived with farm families and gained experience, not only in 
American agricultural techniques, but in the American way of life. In 1956 we 
placed 140 young farmers from 26 countries on farms. 
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These young men live in the. homes of the farm operators and are encouraged 
to participate in all of the community activities. We plan a followup program for 
this training after these young men return to their respective countries in order to 
be of maximum assistance to them in putting into practice some of the things they 
have learned while in America. 

This program is being operated at a very nominal cost to the International 
Cooperation Administration and we believe offers a great opportunity for Ameri- 

can farm families to make a lasting contribution in technical assistance and good 
will among nations. 

The following countries are participating this year: Austria, Brazil, British 
Guiana, Chile, Colombia, Costa Riea, Denmark, Fl Salvador, Germany, Greece, 
Tce land, India, Tsrael, Japan, Jordan, Kenya, "Netherlands, Norway, Panama, 
Southern Rhodesia, Spain, Taiwan, Turkey, United Kingdom, Uruguay, and 
Yugoslavia. 

Section 402.—It is a matter of concern to us that although section 402 of the 
Mutual Security Act requires that $300 million of the authorized funds be used 
for sales of surplus agricultural products, only $270 million worth of surplus 
products have been so utilized in fiscal year 1956. We are also concerned that 
the request is made to reduce this to $250 million in fiseal year 1957. This, 
despite the fact of our mounting surpluses in American agriculture. 

Onportunities for trading in critical materials.—There are great opportunities for 
trading with our friends for critical materials. Many of these countries are 
scheduled to receive large grants of aid during the coming vear under the lezisla- 
tion now being considered by the Congress. Much of this dollar expenditure 
could he saved, and at the same time we could build up their economy and ours 
by trading surplus agricultural commodities for these materials. 

To protect our economy as a whole, we believe it is wise to encourage through 
the foreign economic aid program the importation of supplemental supplies of 
critical materials within careful procedures to protect domestic producers. It 
would be unwise to pursue a long-time national policy which in 25, 50, or 100 
years would exhaust or impair our supplies of industrial raw materials. We 
should assure our supply through imports. 

In the current fiscal year, as of February 29, 1956, $130.7 million worth of 
Commodity Credit Corporation stocks have been used in barter transactions. 
However, over $122 million of this was used for strategic material and only $7.8 
million worth was utilized by ICA for their procurements. For fiscal 1956 under 
the mutual security program, approximately $3.3 billion was authorized and some 
$2.7 billion was appropriated. 

Yet, we are advised that, of all these materials, implements, and commodities 
being procured, onlv $7.8 million can be acsuired through barter. Naturallv, it 
is easier to spend dollars; it requires some effort to use barter, but it helps to solve 
some of our problems on a sound basis. 

It seems apvarent to us that the congressional action contained in title IIT of 
Public Law 480 has been somewhat disregarded. Our information indicates that 
the ICA feels that barter should not be used in the procurement of materials for 
which dollars are available, since some seem to think that a primary function is 
to “teach other countries how to buy with our money.” With $9 billion worth 
of agricultural surpluses, it would seem to us important that ICA utilize this 
bartering authority to a much greater extent. 

We therefore recommend that section 413 of the Mutual Security Act of 1954 
be amended, as follows: 

‘Notwithstanding this section 413 or any other provisions of law the procure- 
ment of supplies, materials, and equinment financed with funds authorized to be 
made available pursuant to this act shall be accomplished by the Director of the 
International Cooperation Administration in cooperation with the Secretary of 
Agrievlture through barter or exchange of surplus agricultural commodities unless 
the Director determines in each case that such procurement cannot be accom- 
plished in such a manner.” 

We feel that this would be a reasonable implementation of the mandate given 
by Congress in section 303 of the Agricultural Trade Develonment Act (Public 
Law 480). A conservative estimate of the materials procured by ICA for which 
survlus agricultural products might have been used would approximate $500 
million. Certainly, it shovld be substantially more than the $7.8 million so far 
utilized by ICA in fiscal 1956. 

Multilateral technical cooperation. —Quoted below is our resolution dealing with 
United Nations and specialized agencies: 
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“The United Nations is a force for world peace. Though it has failed to solve 
some problems, it has succeeded in solving others. Where there is discussion, 
there is hope. 

‘‘We favor continued financial support of the United Nations and its specialized 
agencies. However, we insist that these funds be allocated to the specialized 
agencies and that the funds and program be administered on a decentralized basis. 
We oppose centralizing the use and administration of funds for specialized agencies 
in the United Nations.” 

The United Nations and its specialized agencies have been carrying on the 
technical assistance program for several years. I would like to comment briefly 
with regard to the technical assistance program as it relates to the Food and 
Agriculture Organization of the United Nations. The AFBF knows of the work 
FAO is doing in the technical assistance field; and dollar for dollar expended, 
FAO is perhaps getting a better job done than is the United States bilateral 
technical assistance program, © 

The Food and Agriculture Organization has, as you know, a regular budget of 
about $6 million, of which the United States contributes about $1.6 million. 
The authorization for FAO is fixed by Congress at $2 million. 
sideration should be given to increasing this authorization. 

In recent years the FAO has been carrying on what is commonly referred to as 
the expanded technical assistance program. The United States contribution to 
this expanded program is about $15.5 million annually. This represents about 56 
percent of the total program. 

There has been a recent move to centralize the allocation and use of these and 
other funds in the United Nations. We believe that FAO is more familiar with 
the needs for technical assistance in agriculture and that this program should be 
directed and the funds utilized by FAO, with sufficient coordination between 
agencies to avoid duplication of effort. 

Our concern was expressed only this week in a telegram sent to Ambassador 
Lodge, our U. N. representative, with regard to this matter. We would like to 
insert this in the record at this point. 

‘“‘The trend toward centralization of authority in United Nations disturbs us a 
great deal. We are particularly concerned with regard to the continued effort to 
centralize the activities of the specialized agencies, particularly FAO, in the 
United Nations. Your statement on April 29 seems to us to support going in the 
direction of further centralized control of authority through United Nations. 
We have studied the SUNFED proposal and have grave misgivings about the 
effectiveness and advisability of United States following this route. Wesupport 
the United Nations but we are opposed to any further centralization of authority 
in United Nations at the expense of the specialized agencies and are opposed to 
channeling any portion of the United States foreign-assistance money through the 
U. N. at this time. We would welcome an opportunity to discuss this matter 
with you at your convenience,” 

We recommend that the Congress consider a joint resolution (draft of which is 
attached to this statement) which we believe will do a great deal toward clearing 
up this situation, 

We believe that United States aid for mutual security should be divided into 
three separate and distinct programs—military aid, economic aid, and technical 
assistance—each with its own appropriation. This will make it possible to expand 
or diminish any one of these programs without disrupting the others. 

For example, it has been especially difficult for us to distinguish between 
economic aid and technical assistance. We believe that these programs should be 
specifically separated out as far as the budget is concerned so that each program 
could be analyzed from a budgetary point of view. When we have made sug- 
gestions that one or more of these programs could be curtailed, the administrative 
agencies of Government usually attempt to show how each of the programs is 
interrelated in such a manner that makes it very difficult to reduce one without 
affecting another, 


We believe con- 


JOINT RESOLUTION Stating the policy of the Congress on the participation of the United States in 
multilateral technical cooperation programs 


Reaelved by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the participation of the United States in 
multilateral technical cooperation programs shall be on the same basis as the 
participation of the United States in the regularly established and budgeted activ- 
ities of the international organizations which operate such programs and of which 
the United States is a member. 
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Src. 2. In adopting this joint resolution, it is the sense of the Congress that 
the Government of the United States should use its best efforts to bring about, 
as soon as practicable, and in any cas? no later than the end of calendar year 
1957, the transfer of operations of multilateral technical cooperation programs 
from the basis of the United Nations expanded program of technical assistance 
to the same basis as the regularly established programs of the international 
organizations which have participated in the expanded program, so that contri- 
butions for multilateral technical cooperation from each member government 
will be made to each international organization carrying on such activity in the 
same manner as contributions for regularly budgeted activities of the organ- 
izations, and so that the programs of multilateral technical cooperation admin- 
istered by these organizations will be reviewed and determined by the repre- 
sentatives of their member governments in the same manner as their regularly 
established programs, 

It is further the sense of the Congress that the participation of the United 
States in any multilateral programs of a nonemergency nature for economic 
development or for other purposes, which operate now or which may be proposed 
in the future, shall be on the same basis as its participation in the regularly 
established activities of the international organizations that may be proposed 
to have a part in carrying on such programs. 

Sec. 3. In adopting this joint resolution the Congress does so with the under- 
standing that, in the transfer of operations of multilateral technical cooperation 
programs to the same basis as the regular programs of the international organ- 
izations operating these programs, the Government of the United States should 
secure the adoption by the governing organ of each such international organ- 
ization of a precise statement of the purposes, objectives, and methods of these 
programs appropriate to each such international organization to insure that the 
programs will operate in a coordinated and integrated manner and that the 
programs will be susceptible of achieving meaningful progress toward defined 
objectives. The Congress also understands that the basic. objectives of the 
programs will be stated as being to assist member governments to establish the 
services necessary to enable their people to improve their industrial and agricul- 
tural livelihood and well-being and their health, education, condition of labor, 
and general welfare. 

Mr. Lynn. I have had the opportunity to be before this committee 
for about seven consecutive years, and I think our views are fairly 
well known to the committee. I would like to bring out just a few 
high points, as we see it. 

First, let me say that I have a great deal of sympathy for this 
committee in trying to deal with the problem that you face here with 
the astronomical amounts of money. We recognize full well that we 
must continue to make expenditures for the mutual security of the 
United States. However, we hope that we can keep it in the right 
direction. This point as to direction is very important at this time. 

The requests that are in the budget this year, totaling some $4.7 
billion, are a tremendous amount of money. I wish we were com- 
petent to say to you that we could recommend a cut here and a cut 
there. I am sorry to say we are not competent to do that. The 
budget, as we try to analyze it in this document, it seems to me that 
the average citizen, if you will pardon me, the average Congressman 
who doesn’t have the opportunities you do to study this thing in 
detail, must be confused because there seems to be a commingling of 
military aid, technical assistance, development assistance, and so 
forth. We have quite a competent staff, but, frankly, we are unable 
to unravel it. 

As we stated last year, and as we have stated for four consecutive 
years, I would like to read a sentence here at the bottom of page 1 
and expound on it a bit: 


We have grave doubts as to the advisability of continuing the program of 
supplying our allies abroad with United States military equipment. 
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That taken out of context could be misunderstood. We firmly 
believe that if we are to win this struggle that we are in, and we will 
be in it for a long, long time, we must have allies. It may be necessary 
to furnish them some equipment. But, we have an impression that 
our United States defense forces are tempted to supply all our allies 
with United States arms and equipment throughout the world. Thus, 
we see a long time problem for these countries in trying to keep spare 
parts, and so forth, for that equipment, and we see the draining of 
the dollar resources of many of these nations in order to keep up our 
equipment. 

As I have said to this committee several times before, I think 
Western Germany, certainly Germany in World War II had a pretty 
good rifle and some pretty good equipment. I would hope that we 
would stress giving these people technical assistance and reestablishing 
whatever military establishments that are desirable, but use their 
manpower and resources and facilities to arm themselves rather than 
trying to arm for example every soldier in the world with a M-1 
rifle and United States equipment. 

As I said before, there seems to be quite a commingling of these 
items in the budget, which are a little hard for us to comprehend. 
We would point out, as we do on page 3 under development assistance, 
we have said many times to this committee that we may get further 
in the economy development of these countries by giving perhaps at 
least equal stress to development of small industries. I think we all 
recognize that a great deal of our economic aid and technical assistance 
program has been directed toward increased agriculture production. 

When I make the recommendation that we should give emphasis 
to other industries other than agriculture, it is not in any selfish sense 
at all. We do have the problem, as Congressman Selden pointed out 
earlier this morning, with regard to continued competition from 
products that we produce here. However, we don’t have too much 
fear of that. I simply point out again that in many of these so-called 
underdeveloped countries, and the major emphasis in this program is 
being given toward southeast Asia and that area, that a great portion 
of those people are trying to eke out an existence on overcrowded 
land. I doubt if we will ever raise the standard of living of those 
people until we find new industries to relieve some of the pressure 
on that land. 

Now with regard to the technical assistance program, the amount 
requested here is some $157 million. As we have said previously, 
we believe that is excessive. If we follow the definition of technical 
cooperation as defined by the administration in this book, which says 
these programs emphasize and consist largely—the keyword is 
“largely’—of teaching, training, and exchange of information, I 
venture to say that at least 40 percent of this amount of money that 
is being asked for technical cooperation will be used for economic aid. 

We have made the recommendation for 4 straight years to this 
committee that all these programs should be separated out. Techni- 
cal assistance means, as best as I can explain it, the county-agent 
kind of activity as it is here in the United States, the manual arts train- 
ing and so forth. If this particular fellow in country ‘‘A’’ needs irriga- 
tion pumps, for example, that is economic aid and we shouldn’t mix the 
— together so that the average layman and citizen cannot under- 
stand it. 
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I say to you that among farmers there is a great deal of misunder- 
standing with regard to this program. As the previous witness 
said, as you discuss this, as we do out in the States, there is a great 
deal of misgiving about the program. We believe this program must 
go forward; however, we believe that there are some changes that 
need to be made in order that the American citizen can understand 
what is going on in this field. This program can only continue to 
the degree that American citizens understand it. 

We point out this year, as we have previously, a comparison of the 
technical cooperation amount of money to the total amount of money 
being spent in the United States for all of the technical assistance as 
we know it, and agriculture, and home economics, manual arts, and so 
forth, and it is equal to 60 percent of these expenditures being made in 
the whole United States of America. 

We have made a specific recommendation for a specific amendment 
to this act on page 7 of this statement. Just briefly, the reason for 
this recommended amendment is, as you know, we are faced with 
tremendous problems in agriculture. The Commodity Credit Cor- 
poration will have to come before this Congress, before you go home, 
to ask for an increased authorization to $15 billion for surplus agricul- 
tural commodities. We believe that the Congress spelled out fairly 
clearly in Public Law 480 that it was the intention of Congress that 
barter should be used wherever it could to assist countries to relieve us 
of dollar expenditures wherever we could use these surplus Agricul- 
tural Commodities. We don’t believe that program has been carried 
out as it should have been, and therefore we recommend the amend- 
ment, which is found on page 7. It would just simply say to the 
Director of the International Cooperation Administration, and other 
Administrative Agencies ‘‘Look, wherever we can do it, let’s use 
surplus agricultural commodities to replace dollars.”’ 

1 doubt whether or not the funds that are being generated under 
Public Law 480, sale of agricultural commodities, are being used and 
coordinated as they should be in attempting to replace some dollar aid 
that is being spent. I can say quite frankly that 1 know a great deal 
of the people in the mutual security program, and it is easier to spend 
dollars than it is to go to the trouble of spending local currency, 
barter, and so on. I am not saying that those people take the easy 
route, but there is some evidence that they are free spenders of dollars. 

Just one word about the multilateral technical cooperation program. 
I don’t wish to elaborate on that, because we did present detailed 
testimony before the Carnahan subcommittee dealing with this point. 
But to show you our great apprehension with regard to the way these 
programs are going in the United Nations, I have inserted here a copy 
of the telegram, page 8, that we sent to Ambassador Lodge this week. 
I think an effort is being made to centralize everything in the United 
Nations, to take over, if you please, the functions of the specialized 
agentes It has been suggested that the United States funnel some 
of our economic aid through the United Nations. 

I would like to state categorically here that we are opposed to any 
further centralization of authority in the United Nations. We out- 
lined this in our telegram to Mr. Lodge. We believe this is dangerous, 
and I think when we look back 5 years from now, unless we correct 
this, we will say, “Why did we let it go?”” ‘“‘What happened’’? 

I would urge this committee to investigate for yourself, find out 
the facts for yourself with regard to what is going on in regard to the 
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centralization of authority in the United Nations, and let’s make 
sure that we don’t make a mistake here that we will regret a long 
time. 

Again, we renew our recommendation, as I said before, that we 
had hoped that the Congress would say to the administration, ‘Look, 
let’s divide this program down so it is technical assistance, economic 
aid, military aid, military assistance, and so forth, so that we can 
understand it,’”’ because, gentlemen, I believe unless we can get 
better understanding among the citizens, the average citizens, the 
farmers of this country, this program will fall of its own weight, 
because we are dealing with $5 billion here. Perhaps one solution 
would be to put all military aid in the military budget. 

We have attached to this statement for your consideration, and 
this was identical to the statement that we made before the sub- 
committee, a joint resolution that we feel would help clarify the 
United States position with regard to the expanded technical assist- 
ance program and its relation to the international agencies. 

I appreciate this opportunity to appear. 

Mr. Hays of Arkansas. Thank you, Mr. Lynn. We appreciate 
your statement. We will go under the 5-minute rule. We have 
three other witnesses. Mr. Chiperfield. 

Mr. CurperFIeELD. Mr. Lynn, this committee is always glad to 
have you before us. I regret, and I know that the committee regrets, 
that sometimes we get pressed for time, and I am really sorry that 
you don’t have a greater time before the whole committee, because 
you represent a great American Farm Bureau Federation. 

I find myself in substantial agreement with your statement here. 
I think it is constructive. For example, you mention first why we 
should continue to furnish all the parts, and so forth. We are trying 
to do something about that. We have offshore procurement, for ex- 
ample, in the field of ammunition. I won’t go into details. We are 
working on that very problem. 

As far as getting private business interested, we have made provi- 
sions along those lines. We are trying to expand that. You know 
yourself, Mr. Lynn, so far as surpluses are concerned, our committee 
was the first to develop the disposal of surpluses. Mr. Vorys here 
headed that, with Dr. Judd and others. Then later on the Agricul- 
ture Committee found out we were doing a pretty good job, and they 
adopted a part of it. 

I already indicated this morning that we ought to confine the 
point 4 program to its original intent, and I think you agree with us, 
and separate other kinds of economic aid from that kind of program. 
I can go on in the various phases that you have mentioned. You 
will find this committee is working with you in trying to carry out 
the very purposes and objectives that you people are. We are glad 
to have you here. We appreciate it. We will work together with 
you anytime you wish. Thank you very much. 

Mr. Vorys. Mr. Chairman. Mr. Lynn, because of the time ele- 
ment, there are many things I can’t say in appreciation of your state- 
ment, and questions I cannot ask. 

I have just one question. On page 7 you say: 


A conservative estimate of the materials procured by ICA for which surplus 
agricultural products might have been used would approximate $500 million. 


75009—56——_49 
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Would you give us a breakdown on that? If you were not here that 
day, I invite you to review the testimony on what we thought was 
agricultural surplus field day. It was, to many of us, a most unsatis- 
factory proceeding, because it was apparent that certain officials were 
operating in watertight compartments under section 402 and Public 
Law 480. You can aid by pointing out to us the way you arrived 
at your estimate. No doubt this estimate will be challenged. 

Mr. Lynn. We will give you the basis on which we made it. 

(The information requested is as follows:) 


BaRTER OF SURPLUS AGRICULTURAL PRODUCTS 


In fiscal year 1955, $245 million of military assistance appropriations was 
programed for offshore procurement; $210 million of economic and technical 
assistance appropriations was programed for offshore procurement. 

Appropriated dollars used for offshore procurement represents, in our views, 
instances where barter with surplus agricultural products could be utilized. 
Yet in the same year only $22.4 million worth of material under the mutual 
security program was procured by barter. 

For example, during the first 6 months of fiscal year 1956, ICA made the 
fouew ins offshore procurements for which we feel barter should have been con- 
sidered: 


Petroleum products_------------- 
Nonferrous metals 

Iron and steel products 

Chemicals 
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It is not our contention that it would have been possible to make all these pro- 
curements by barter; however, we do feel that the opportunity should have been 
given the Department of Agriculture to make a barter transaction. 

Mr. Seipen. Mr. Lynn, I would like to comment on your state- 
ment that our mutual security aid should be divided into separate 
programs. I agree. I also think it should be divided in military, 
economic, and technical. I will go even further, however. I think 
that military assistance should be included in the defense budget 
I think if that were done, it would be much more acceptable to the 
people of this country. 

I feel that if the program is justified, it will stand on its own feet. 
If not, then possibly the program is not justified and another approach 
should be sought. 

Mr. Lynn. I thoroughly agree with you, Congressman Selden. The 
way it is now you can’t drop one part of the program because somebody 
raises their hands and says, “‘You are going to affect something else.” 
It shouldn’t be like that. A technical assistance program will go on 
as long as we are alive—TI am sure it will—in some form or other, but 
some of these other programs we can gradually eliminate. 

Mr. Sevpen. I feel, and you feel, if they are justified, then the 
Congress will support them? 

Mr. Lynn. Sure they will. 
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Mr. Smiru. Mr. Lynn, you heard the statement by Dr. Reisner 
with reference to the technical assistance program. I think you have 
in mind the thing that he has, and the thing that I have in mind. In 
the Midwest, of course, we have the land-grant colleges, where the 
extension services have done a remarkable job for our agricultural 
people. We have in this program, as I see it, and as I have studied 
it, strayed far from that kind of program. We have expanded into 
other fields such as military and economic aid. I just want to make 
this comment about your statement, that unless something is done 
to reorient this program the American people are going to repudiate 
it, and we are dangerously close to that point now. 

While I do not favor some phases of it, there are some parts of it 
that I would like to support wholeheartedly. I appreciate your 
statement. Thank you. 

Mr. Hays of Arkansas. Mr. Lynn, the committee has heard you 
with interest. I am glad personally that you made a statement to 
the Carnahan subcommittee. They have been working on this 
problem. 

Our next witness is Mrs. Virginia M. Gray, executive secretary, 
Citizens Committee for UNICEF. 

Mrs. Gray, I am sorry that you come at an inconvenient hour. The 
committee often works on through, but I wish you could have had a 
little more convenient hour. This goes for the other witnesses who 
are here today. We will certainly make your statements available 
io the other members of the committee. 


STATEMENT OF VIRGINIA M. GRAY, EXECUTIVE SECRETARY, 


CITIZENS COMMITTEE FOR UNICEF 


Mrs. Gray. I would like to request my statement be filed in its 
entirety. 

Me. Hays of Arkansas. It certainly will be. 

(The statement referred to is as follows:) 


I am Virginia M. Gray, executive secretary of the Citizens Committee for 
UNICEF. ‘Lhe Citizens Committee for UNICEF is an informal clearinghouse 
of legislative information for a number of national organizations which support 
continued United States participation in the United Nations Children’s Fund 
(UNICEF). Some of these organizations appear before you individually to 
present their views. Others, listed below, have authorized this joint statement: 


American Association of University Women 

American Parents Committee 

Association for Childhood Education International 

Child Study Association of America 

Child Welfare League of America, Inc. 

Friends Committee on National Legislation 

Methodist Church—Women’s Division of Christian Service of the Board of 
Missions 

National Association of Social Workers 

National Board of Young Women’s Christian Association 

National Council of Jewish Women 

Spokesmen for Children, Inc. 

United Church Women 

Women’s International League for Peace and Freedom 


This year marks the 10th anniversary of the establishment of the Unite 1 Nations 
Children’s Fund. Many members of our organizations have followed the work 
of UNICEF from its beginning. They have been deeply gratified by its aceom- 
plishments and often amazed that so much good has been achieved with such a 
relatively small amount of money. Our organizations have demonstrated their 
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approval by voting to support continuing United States contributions for UNICEF 
in order that this work may expand to reach more of the world’s children who are 
suffering from the evils of hunger and such medieval diseases as yaws, leprosy, 
or saokeaie that should and can be completely eradicated from the 20th century 
world, 

The executive branch has requested an appropriation of $10 million as the 
United States contribution to the Children’s Fund during the calendar year 1957. 
Our organizations heartily support this request. In the total mutual security 
program which this committee is considering, tne UNICEF contribution repre- 
sents one-fifth of 1 percent of the total; yet, if an evaluation were possible that 
could measure the results achieved by each dollar spent for UNICKF, this pro- 
gram could be seen clearly as one of the most effective instruments of United 
States foreign policy in terms of the good accomplished. 


THE NEED GROWS 


As the emphasis in the work of the Children’s Fund has shifted from emergency 
relief to the planning of long-range programs for the permanent improvement of 
child health and welfare conditions, assisted countries are recognizing more and 
more fully the fact that a great many of their children have urgent basic needs that 
should be met. Thus UNICEF aid is becoming increasingly practicable locally 
as the recipient countries develop their own understanding of how to help their 
children effectively. This has resulted in the increased need for funds for the 
planning of such projects as— 

1. The drive to eradicate malaria from the world; 

2. A campaign to attack yaws on a continentwide basis in Africa; 

3. Expanding efforts to develop and make available to children protein 
rich foods in areas af chronic malnutrition; 

4. Growing acceptance of basic maternal and child welfare projects; 

5. Cumulative growths in the capacity of needy countries to utilize all 
types of UNICEF aid. 


UNITED STATES LEADERSHIP IS VITAL 


Our organizations endorse this broad vision on the part of the UNICEF Board. 
We believe that United States leadership has contributed a great deal to the suc- 
cess of the work so far. We believe that the United States should continue to 
exercise a vital role in this constructive and humanitarian work in the years 
immediately ahead. 

It becomes more important than ever, in the present state of international 
relations, that no one at home and no other country be allowed to weaken the 
prestige and good will that have accrued to the United States from its share in this 
work, 

United States leadership has been vital, not only in terms of dollars given but 
also in setting an example to other countries and in stimulating contributions from 
other governments. 

In 1955 a total of $6,630,771 was received by UNICEF from 71 governments 
other than the United States. This represented an increase of 25 percent over such 
gifts the previous year, and an increase of 110 percent over 1950, when 29 other 
nations gave $3,162,000. The UNICEF office estimates that more than $7 million 
will be received from governments other than the United States in 1956 as a result 
of their very strong efforts to enlist the increased financial participation of other 
governments. It is hoped that there will be a further increase in 1957. UNICEF, 
based on voluntary gifts from many countries, is an inspiring example of successful 
international cooperation. 


CHARACTERISTICS OF UNICEF THAT HAVE CONTRIBUTED TO ITS UNIQUE 
POSITION 


The Children’s Fund has demonstrated beyond a doubt the soundness of its 
conception and the efficiency of its operation during the 9 years of its existence. 

1. It has focused attention on the needs of children. Activities for the benefit of 
children, removed from political or ideological controversy, attract great public 
interest and support. ' 

2. It has maintained a practical approach to the problem of helping children 
by selecting those programs in which the recipient country will be in a position to 
continue after UNICEF’s immediate assistance has terminated. Thus the gains 
are made permanent. 





CEF 
O are 
rosy, 
itury 


3 the 
1957. 
urity 
epre- 

that 
_ pro- 
nited 


FENncy 
nt of 
2 and 
3 that 
cally 
their 
r the 


rotein 


Soard. 
e suc- 
Lue to 
years 


tional 
en the 
in this 


en but 
s from 


ments 
x such 
) other 
nillion 
result 
f other 
ICEF, 


cessful 


JE 


; of its 
ance. 

nefit of 
public 


hildren 
ition to 
1e gains 


MUTUAL SECURITY ACT OF 1956 765 


3. UNICEF aid, primarily in the form of supplies and equipment, is tangible 
and produces immediately apparent results. UNICEF functions thus in support 
of the technical activities of other U. N. agencies, such as WHO, FAO, and the 
U. N. Bureau of Social Affairs. i 

4. Coordination of policy and of operations, by UNICEF and other U. N. 
agencies working in related fields, has been remarkably effective. In a report 
by the Secretary General of the U. N. to the Economie and Social Council on a 
recent study of problems of coordination, the conclusion was reached that 
UNICEF and the other agencies accomplish by joint action progress which no one 
of them could achieve alone. ; 

In conclusion, may we urge you, the members of this committee who share with 
all of us a firm belief in the tremendous value of UNICEF’s work, to assure the 
continued leadership of the United States Government and the American people 
in this great work for a more hopeful future for the world’s children. 

The fact that over 100 million children in more than 100 countries and terri- 
tories have already benefited, and that in 1956 an additional 38 million will be 
assisted, is ample testimony of why our continued support is essential. A con- 
tribution of $10 million in 1957 is certainly an irreducible minimum for the 
United States’ share in the work of UNICEF. 

Mrs. Gray. I thought when I prepared it that I had condensed it 
about as much as possible. There are a few things I would like to 
emphasize. As you can see from the copies you have, the organiza- 
tions which J am representing today represent many of our educational 
or religious organizations, and they do feel very strongly about the 
importance of the Children’s Fund. 

I think one of the problems that the Children’s Fund has each year 
is that it is such a tiny part of this tremendous mutual security pro- 
gram. I keep being reminded of the musical play that most of us saw 
a year or so ago, The King and I, where the King of Siam kept saying, 
“Kt cetera, et cetera, et cetera,” and I feel so often that UNICEF is 
lumped in the “et cetera’”’ group of organizations, because it is such a 
small part of this tremendous bill. 

As I noted here on the first page, UNICEF’s contribution represents 
one-fifth of 1 percent of the total mutual security program. Yet, it is 
a very important part, and dollar for dollar is one of the most effective 
instruments in United States foreign policy. 

[ think, if I may, I would just like to read the two paragraphs on 
page 2 under the title, ‘United States Leadership is Vital’’: 

Our organizations endorse this broad vision on the part of the UNICEF Board. 
We believe that United States leadership has contributed a great deal to the success 
of the work so far. We believe that the United States should continue to exercise 
a vital role in this constructive and humanitarian work in the years immediately 
ahead. It becomes more important than ever, in the present state of international 
relations, that no one at home and no other country be allowed to weaken the 
prestige and good will that have accrued to the United States from its share in 
this work, 

United States leadership has been vital, not only in terms of dollars given but 
also in setting an example to other countries and in stimulating contributions from 
other governments. In 1955 a total of $6,630,771 was received by UNICEF 
from ‘1 governments other than the United States. This represented an increase 
of 25 percent over such gifts the previous year, and an increase of 110 percent over 
1950 when 29 other nations gave $3,162,000. The UNICEF office estimates that 
more than $7 million will be received from governments other than the United 
States in 1956 as a result of their very strong efforts to enlist the increased finan- 
cial participation of other governments. It is hoped that there will be a further 
increase In 1957. UNICE#’, based on voluntary gifts from many countries, is 
an luspiring example of successful international cooperation. 

mn . °,° ° ° . » rar wn . 

lhat, in addition to the special characteristics of UNICEF, which 
I am sure the committee is very familiar with. 
; I would just like to say in conclusion that our organizations would 
ike to urge you to assure the continued leadership of the United States 
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and of the American people of this great work. The fact that over 
100 million children in more than 100 countries and territories have 
already benefited, and that in 1956 an additional 38 million will be 
assisted, is ample testimony of why our continued support is essential. 
A contribution of $10 million in 1957 is certainly an irreducible mini- 
mum for the United States share in the work of UNICEF. 

Thank you very much for the privilege of appearing here. | 
appreciate your patience in staying so long this morning to hear me. 

Mr. Hays of Arkansas. Mrs. Gray, in working for children you 
have the most appealing purpose that anyone could have. We are 
always interested in the reports that come from agencies that are 
concerned with children’s welfare. 

Are there any questions? 

Mr. CurperFieLD. Only to make this statement: You have been 
so kind in your consideration of this committee that we ought to be 
very kind in the consideration of your program. 

Mrs. Gray. Thank you very much. That is the most important 
thing that we could ask. Thank you. 

Mr. Hays of Arkansas. Are there any other questions? Thank 
you, Mrs. Gray. 

The next witness is Dr. Luther Gotwald, executive secretary, divi- 
sion of foreign missions, National Council of the Churches of Christ. 
Will you proceed, Dr. Gotwald? 


STATEMENT OF DR. LUTHER GOTWALD, EXECUTIVE SECRETARY, 
DIVISION OF FOREIGN MISSIONS, NATIONAL COUNCIL OF THE 
CHURCHES OF CHRIST 


Mr. Gorwatp. Mr. Chairman, I have a brief statement. It won't 
take long to read it, and I would like to do so. 

Mr. Hays of Arkansas. You may proceed. 

Mr. Gotwa.p. My name is Luther A. Gotwald, executive secretary 

of the division of foreign missions of the National Council of the 
Churches of Christ in the United States of America. 
' The 30 denominations—Protestant, Anglican, and Orthodox— 
related to the National Council of Churches have a membership of 
more than 35 million. I do not undertake to speak for each of these 
many millions of Christians. I am, however, authorized to appear 
before you as an officer of the National Council of Churches. 

Th, National Council of Churches is strongly of the opinion that 

the United States should continue its program of economic aid and 
technical assistance, both bilaterally and multilaterally. 
« Specifically I speak as executive secretary of the division of foreign 
missions of the council. This division includes in its membership 65 
boards and agencies engaged in foreign mission activities overseas. 
These boards support approximately 9,000 missionaries serving over- 
seas and contribute annually for these overseas programs approx!- 
mately $40 million for work in more than 50 countries. 

In these overseas programs, which have been carried on for more 
than a century, Christian missions have pioneered in many programs 
which might well be described as technical assistance. The healing 
of the sick, the feeding of the hungry, and the teaching of the untaught 
are all integral parts of the worldwide mission of the Christian church. 
We continue these programs with increasing emphasis. Howeve!, 
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today’s worldwide needs far surpass the resources of the churches for 
these purposes. 

[t is well known that the National Council of Churches has clearly 
stated its affirmative position in relation to programs of technical 
cooperation and to substantial and constructive economic aid. It is 
appropriate to recall as one example, from many similar statements, 
the action of the National Council taken in May 1951: 

* * * We approve and support the efforts of our Government and of the 
United Nations to provide such technical assistance and other needed aid to 
peoples in various underdeveloped areas of the world as is designed to help them 
to help themselves out of the slough of economic and social despondency to a 
level of decent individual, family, and community life. 

We urge that the broad, long-range humanitarian aims which have animated 
these policies be kept foremost even in the midst of our justifiable concern for 
national defense and protection of the free world from aggression. For, whatever 
the present need for military strength to deter and resist aggressors bent on world 
domination, the things which make for just and lasting peace, security, and 


progress are those which are consonant with the Christian goal of human brother- 
hood. 

We pledge vigorous support of measures taken by our Government and other 
agencies, and by the United Nations, that will serve to spread among the peoples 
of the world, among God’s children everywhere, freedom, justice, health, and 
education—opportunity for self-development, for wholesome family and com- 
munity living, and for creative effort—development of material and human re- 
sources in ways appropriate to each people’s own culture and environment. 


Ever since 1951 the National Council of Churches has urged the 
continuance of such programs, keeping them distinct from the military 
and mutual defense aspects of the mutual security program. We 
would again urge that every effort be made to assure these nonmilitary 
programs in terms of dollars to provide for the recruitment on a long- 
term basis of capable, qualified, and responsible personnel and to 
secure a long-range continuity in the administration of the total 
program. 

I am deeply concerned that a lack of continuity as to policy, pro- 
gram and personnel during the past 6 years has been a major factor 
in the instability and uncertainties of the program. In this con- 
nection I observe that during this period there have been 4 admiuis- 
trators and 2 acting administrators; part of the time it has been ad- 
ministered outside the State Department and part of the time within; 
and part of the time it has been closely tied to our military and 
defense operations. However, in the latter regard, I appreciate 
the change brought about by the Mutual Security Act of 1954, when 
most economic aid and technical assistance were separated from the 
military and defense programs. I would further point out that the 
requirement for appropriations to be made annually has hampered the 
development of long-range policies and programs. 

Under technical assistance, personnel appointments overseas, too, 
have been restricted to 2 year periods, without assurance of con- 
tinuity, thus providing little incentive for high-minded and com- 
petent citizens to serve in this program on a career basis. 

Therefore, because of these concerns, we respectfully urge Congress 
to provide: an administrative structure for technical assistance 
operations which would assure long range planning; a firmer basis 
for recruiting and retaining qualified personnel; and the necessary 
legislation to provide adequate appropriations which would make 
possible a more flexible program. 
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We further urge the continued support of our appropriate share in 
the multilateral system of the United Nations expanded technical 
assistance program and an increase of this program, observing sound 
principles of rapid growth. Thus, we as a nation would further 
demonstrate our desire to work as partners with other nations and 
peoples in worldwide enterprises. 

In the present proposals of the President, we note with approval 
that substantially the same amounts are asked for 1957 as were ap- 
propriated in 1956 for economic development and for technical as- 
sistance (both the bilateral program and the multilateral basis through 
the United Nations); and that provision is made for other construc- 
tive international undertakings, including additional sums for the 
Middle East and for southeast Asia, and for emergency use by the 
President. We also urge that more adequate provisions be made for 
meeting freight charges on overseas shipments of surplus agricultural 
commodities and for the payment of ocean freight on ‘voluntary 

relief shipments. 

I believe yesterday in the farm bill there was an increased provision 
which would partially, at least, take care of this concern that we have 
expressed here. 

Therefore we urge that favorable consideration be given to ap- 
proving substantial funds for the broadly defined areas of technical 
assistance and economic development, at least at the level proposed 
by the President in the mutual security program for the coming fiscal 
year and for the first part of long-term commitments, in order to 
insure continuity and flexibility in all these programs. 

Mr. Hays of Arkansas. Thank you. We appreciate your state- 
ment very much. Mr. Chiperfield. 

Mr. CurperFIELD. Thank you, Mr. Chairman. Dr. Gotwald, 
I am glad that you came before us. A number of these points we 
have discussed already this morning, as you know. ‘Therefore, | 
will refrain from asking any further questions at this time. 

Mr. Hays of Arkansas. Mr. Selden. 

Mr. Setpen. I have no questions, Mr. Chairman. 

Mr. Gorwatp. Thank you, Mr. Chairman. 

Mr. Hays of Arkansas. Our last witness is Mr. Wallace Campbell, 
director, the Cooperative League. 


STATEMENT OF WALLACE J. CAMPBELL, DIRECTOR, THE 
COOPERATIVE LEAGUE OF THE UNITED STATES 


Mr. CampsBeui. My statement is a rather lengthy statement. I 
think what I had better do is ask you to insert it in the record, and 
to give vou the highlights orally, if I may. 

Mr. Hays of Arkansas. That will be done. This committee is 
always interested in your views. I know that you have many of the 
members of the committee within your circle of personal friends. 
We will be interested in what vou will have to say. 

(The statement referred to is as follows: ) 

The Cooperative League of the United States of America is happy to have 
an opportunity to present its views to this committee on the mutual security 
bill. The Cooperative League is a national federation of consumer, supply, and 
service cooperatives. Its affiliated member organizations include in their member- 
ship approximately 13 million different families who own cooperative businesses of 
various kinds through which they obtain farm supplies, insurance, consumer 
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goods, electric power, savings and credit, health services, housing, and other 
needs. These 13 million families represent a very large group of American tax- 
payers who have great concern that their money is spent effectively and wisely. 

The economic aid program is one of the principal routes through which we can 
eventually achieve world peace. It is this long-range objective of the program 
which has the unqualified support of our membership. 

The amount of overall foreign economic aid asked for in the bill before you is, 
we feel, a reasonable amount to spend in the achievement of this objective. If 
we have any criticism of the amount used in this field, it is that it may be in- 
adequate to meet the need as rapidly as is necessary to attain a just and durable 

eace. 

: Our analysis of the bill before you would indicate that the amount which is being 
requested for this coming year is substantially the same as for last year with the 
exception of the request for a larger appropriation for military assistance. The 
funds for development assistance, or economic aid, total $470 million; the request 
for technical assistance, $157.5 million (including work through the United Nations 
technical assistance program and the Organization of American States); plus 
$101.75 million for all other programs, including the UN Children’s Fund, the 
refugee program, ete. 

In relation to the development assistance program, two factors should be kept in 
mind. First, we have come to realize that technical assistance is now a significant 
part of our foreign policy. 

A few years ago this program was limited to technical assistance in the fields of 
basic education, village health and elementary agricultural extension. These 
programs are still being carried on; but today the ICA is also engaged in peaceful 
uses of atomic energy in projects such as the Asian Nuclear Research Center and 
the training of technicians under the bilateral agreements to assist some 28 
countries in developing national research programs. In a well-rounded operation 
the ICA is assisting in the development of hydroelectric and other resources, while 
at the same time helping people to improve methods of planting rice, marketing 
arts and handicrafts, developing cooperative credit systems, and creating patterns 
of village improvement which can apply on a countrywide basis. 

The job of improving the lot of the little man in newly developing countries 
often calls for the exchange of persons who can study techniques in this country as 
well as providing United States experts on the spot. 

Another facet of the program calls for third-country training where people 
from the less-developed countries study in another country where conditions are 
closer to those in their native land than they would be in the highly technical 
economy of the United States. 

President Eisenhower has very realistically asked for authority to enter into 
longer term commitments for assistance to economic development projects. 

This is designed to permit the United States Government to make commitments 
up to 10 years for a limited number of projects which are essential in some of the 
less-developed countries. The President has asked that this authority not exceed 
an aggregate of $100 million in any one year which would be 2 comparatively small 
percentage of any annual authorization. Such authorization together with an 
increased flexibility in use of the foreign-aid funds would increase the potential 
effectiveness of every dollar of the taxpayers’ money. 

We would like now to point to the section of the bill which we feel far outranks 
in its significance the amount of funds which are appropriated for its operations. 
That is the expanded technical assistance program carried on through the United 
Nations specialized agencies. 

In a world which is seeking a maximum amount of liberty, freedom, and inde- 
pendence, the United States can achieve its greatest effectiveness by helping people 
to help themselves. 

This means helping nations to help themselves. The multilateral technical 
assistance program helps strengthen all of the nations of the free world through 
concrete, constructive, and fully cooperative activities. The voluntary nature of 
the contributions of some 70 countries to the U. N. technical assistance fund means 
that we have achieved an international program of organized self-help. 

_ Our investment in U. N. technical assistance of $15.5 million is met by contribu- 
tions of other developed countries as well as the less-developed receiving countries. 
Cash contributions are supplemented by an estimated $60 million contributed by 
receiving governments to the local costs of the projects. When these factors are 
taken into account, the State Department estimates that the United States per- 
centage of the total cost of the program for 1955 was approximately 17 percent, 
It is contributions of this kind which underline the completely cooperative 
character of the program which is one of its greatest strengths. 
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There is not adequate time to give the committee a complete appraisal of the 
work of the specialized agencies. Fortunately Congressman Carnahan, in his 
series of hearings on the work of the specialized agencies of the United Nations, is 
putting together a record which includes detailed reports on the effectiveness of 
the expanded technical assistance program. 

Since the majority of members of the Cooperative League are farm families, we 
have a very special interest in the work of the U. N. Food and Agriculture Organ- 
ization. 

The FAO was pioneering in technical assistance ever since its establishment in 
1945. It has helped people to grow two blades fo grass where one grew before, to 
raise more adequate crops, and to eliminate disastrous and wasteful plant and 
animal diseases which had cost hundreds of millions of dollars in reduced food and 
fiber. The number of people who have actually been saved from starvation 
through this program is impossible to estimate. 

On completion of its first 10 years of operation, the FAO is placing a greater 
emphasis than ever before on the problems of distribution of food now produced, 
and the opportunities in the field of nutrition for using more effectively what food 
is available. 

Similar things could be said about the technical assistance work of the World 
Health Organization, the U. N. Educational, Scientific and Cultural Organization 
(UNESCO), the International Labor Organization, plus the smaller specialized 
agencies which also carry on technical assistance programs. 

The enthusiasm for the U. N. technical assistance program is almost universal, 
While the United States makes the largest dollar contribution to the program, the 
per capita contributions made by Denmark, Norway, and Canada are greater 
than the per capita contribution by the United States. 

Sweden, the Netherlands, Australia, Switzerland, and Great Britain are also 
contributing on a per capita level almost equal to our own. The proposed United 
States contribution, measured on a per capita basis, is 9.1 cents. This is less for 
1 year than a 10-cent candy bar, and substantially less than a pack of cigarettes. 

It is encouraging to note that 22 countries pledged substantially increased con- 
tributions in 1955 over 1954, and while the pledging conference for this year will 
not be held until this fall, we expect there will be a similar forward move. 

Another significant fact is that experts from 63 countries are working in some 
70 countries and territories throughout the world. In many cases, experts avail- 
able through the U. N. supplement the United States experts who may come from 
fields in which we have an actual national shortage of trained personnel. 

On April 29 Ambassador Lodge made a dramatic and highly important state- 
ment at United Nations headquarters. He said that “the present world situation 
is one which requires our giving new emphasis to multilateral programs. We can 
do this without any additional expense by diverting a percentage of our foreign-aid 
funds to multilateral channels.” 

We believe that the statements that the Ambassador made indicate the direc- 
tion which our policy should take. It may be difficult for us to move a substantial 
part of our economic aid through the United Nations unless we are willing to 
make some decisions which the administration has not felt able to take up to 
this time. 

The most important would be for the United States to approve the organiza- 
tion of and participation in the Special United Nations Fund for Economie De- 
velopment, popularly known as SUNFED. 

There have been gross misconceptions of the role and function of SUNFED. 
As we see it, in simplified form, this fund would underwrite economic develop- 
ment projects through a joint activity much as the U. N. technical assistance fund 
underwrites the expanded technical assistance program. SUNFED would have 
the same relationship to the United States economic development program over- 
seas as the U. N. technical assistance program has to our own bilateral program 
through ICA. SUNFED would make it possible for many countries to pool their 
contributions toward economic development, thereby enabling us through coopera- 
tion to assist many projects, which we cannot now aid, through a joint effort in 
which the other countries of the world would also participate. Our United States 
dollars would, through this device, go twice as far as they go now bilaterally in 
our own United States programs. The psychological effect of the joint under- 
takings would be even greater than the economies possible under SUNFED. 

The administration has consistently held that it could not afford to participate 
in SUNFED until the tensions of the cold war were relieved enough to make large- 
scale disarmament possible. The savings of such disarmament would then be 
turned into economic development. 
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In our view, this is putting the cart before the horse. We need to participate 
at least partially in SUNFED, encouraging economic development and an in- 
creased standard of living, in order that we may relieve some of the tensions and 
thereby make the disarmament possible. 

In a well-rounded poultry business, one must have both hens and eggs. The 
farmer who waits for the question as to which comes first, the hen or the egg, will 
not stay in the poultry business very long. 

We would like to conclude our testimony with a few specific suggestions: 

1. We believe that the use of the land-grant colleges in the technical assistance 
program has harnessed the interest of segments of our population which could not 
otherwise have participated in a technical assistance program. Further expansion 
of that operation should be encouraged. 

2. Although some efforts have been made to use the voluntary agencies in over- 
seas technical assistance programs, results have been completely inadequate be- 
cause of the lack of appreciation of the great role such agencies should play. An 
effort should be made to induce the major trade union, farm, cooperative, and edu- 
cational organizations to participate under a contract program in a vastly 
increased voluntary agency program. 

After all, these same voluntary organizations have been responsible for much of 
the economic growth and development of America. Their assistance overseas 
could lead not only to greater economic development, but the expansion of the 
type of institutions which have helped make America great. 

One of the institutions owned by trade union, farm and cooperative organiza- 
tions, along with the religious and relief organizations, is the Cooperative for 
American Remittances Everywhere, popularly known as CARE. Because of its 
widespread ownership and representation, and because of its decade of experience 
in operations overseas, CARE could very well expand its program to undertake 
substantial work in the technical assistance and economic development field. 
The self-help which CARE is carrying on to date, along with its work with agri- 
cultural surplus commodities, has indicated a direction of growth which could well 
be encouraged and capitalized on for further international development. 

3. The peaceful uses of atomic energy provide horizons for economic develop- 
ment in many of the countries of the world which are almost beyond imagination. 

In many of the underdeveloped countries the only available power to date is 
manpower. Imagine, if you can, what America would be like today if it were 
dependent only on manpower as its source of energy. Here is a key to economic 
development. Energy of any kind other than manpower is absent in several 
parts of the world where natural resources could provide a tremendously high 
standard of living. 

Hydroelectric power, so vital to America’s development, is not available or has 
not been harnessed. Coal is expensive, and transportation makes it unusable as 
an economic source of power. Petroleum calls for great mechanical expenditures 
not now in sight. It therefore lies in the field of atomic energy where small 
reactors can already provide energy at fairly reasonable cost that we must look 
for sources of power. 

Our own Government is talking about the use of reactors and uranium in such 
development abroad. Some programs can be expected in this field. Even 
greater progress will be possible, however, if the machinery of the United Nations 
is used through the creation of a specialized agency for development of peaceful 
uses of atomic energy. 

4. We would like to suggest the use of United States agricultural surpluses as 
a capital factor in economic development. 

You are all aware of the huge surpluses we now have on hand. Measured in 
dollars, they have a value of $8 billion. Measured historically, they are the 
largest food reserves in the history of the world and make Joseph and his food 
stockpile in ancient Egypt seem Lilliputian in character. 

A worthwhile program in the use of American foodstuffs abroad for relief pur- 
poses is already underway. Such agencies as CARE, National Catholic Welfare 
Conference, Church World Service, Jewish Joint Distribution Committee, and 
other relief programs are using 2 to 3 percent of the available surplus this yéar 
in Overseas relief programs. These can be increased substantially if the Congress 
will appropriate adequate amounts to pay for ocean freight. 

Many of the countries that need this food, however, are anxious to pay for it, 
but would need to pay for it in their own currencies. They are also anxious to 
stand on their own feet and achieve the independence that we are preaching as a 
factor in world freedom. 
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To take advantage of this drive for independence and to provide a needed 
factor in development, we would do well to ship abundant supplies of food and 
fiber into these countries on loans. 

The equivalent of a reasonable value could be set up in counterpart funds of 
the country, such funds to be expended for construction of irrigation systems, 
flood control and hydroelectric projects, village improvement undertakings, new 
developments in medicine and agriculture which could help these people to raise 
their own standard of living. 

5. Senator George and others have recently suggested that the time has come 
for a study of the long-range aspects of our United States foreign aid program. 
Such a study is certainly in order and would be very worthwhile. We would 
encourage the Congress to take the initiative in such a study. We hasten to 
urge, however, that a study not be made an excuse for delaying the current program. 

In connection with a study, we urge that a subcommittee take a careful look 
at voluntary relief, technical assistance and development overseas, and make 
recommendations on the role of voluntary agencies in the foreign field. 

This committee will be interested in knowing, we feel sure, that representatives 
of about 75 national organizations participated in a recent conference on the 
Forward Look in Technical and Economic Development. A very large section 
of the population was represented in the organizations which participated. 

The conference, however, was one assembled strictly for informational pur- 
oses with no commitments, no resolutions, and no formal action anticipated, 
Ve would like to request that messages to the conference from Paul Hoffman, 

Gov. Averell Harriman, Senator Estes Kefauver, Adlai Stevenson, and Harry 
Truman be made a part of the record of this hearing. 


Mr. Campsetu. Thank you. I think for the record I should per- 
haps read the first paragraph of my statement. My name is Wallace 
J. Campbell. I am director of the Washington office, Cooperative 
League of the U.S. A. 

The Cooperative League of the U.S. A. is happy to have an oppor- 
tunity to present its views to this committee on the mutual security 
bill. The Cooperative League is a national federation of consumer, 
supply, and service cooperatives. Its affiliated member organiza- 
tions include in their membership approximately 13 million different 
families who own cooperative businesses of various kinds through 
which they obtain farm supplies, insurance, consumer goods, electric 
power, savings and credit, health services, housing, and other needs. 
These 13 million families represent a very large group of American 
taxpayers who have great concern that their money is spent effectively 
and wisely. 

I think it is in order to point out that among the witnesses you had 
this morning several represent very large organizations who are 
taxpayers as well as people who come with a point of view. 

I think that point should be taken into account. In general terms, 
I think it is important to point out, first, that the legislation before 
you actually continues the expenditures at almost an identical rate 
with what it was last year, with the exception of the military section 
of the bill. ' 

I gather from what has been said around this committee room this 
morning that most of the members of the committee are less concerned 
about cuts in the military section of the bill than they would be on 
other sections. So I don’t think we need to go into that part of it, 
assuming that it has pretty general committee support. 

There are a couple of points I would like to make. In the bill, 
the section called defense support might very well be called develop- 
ment assistance, since country by country, places where we do not 
have a military program, we are doing jobs of shoring up the economy 
which need to be done in countries regardless of what our situation 
is in relation to military alliances, and so forth. So we would support 
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very much the position taken by the National Council of Churches 
and the other organizations calling for a separation as much as possible 
of the military and the economic sections of this program. 

A third point, we feel that the technical assistance program, which 
is in our view the very heart of the program, does tend to generate 
economic development. If we go into a community and help a farmer 
to raise better crops, then the farmer, as is true in our own country, 
tends to develop a need for capital both on the farm and off the farm. 
You get economic development going along with technical assistance, 
which is essential as you raise the standard of living in those countries. 

For that reason, while we are great champions of technical assist- 
ance, we would hate to have that be interpreted as a reason for cutting 
the economic development part of the program. After all, if you 
take all of this foreign-aid program that you have here today, the 
part that deals with economic assistance, even the military support 
part of the program, total all of that, it is less than $1 billion. The 
billion dollars in relation to the amount we are expending for our mili- 
tary defense on the overall, of something over $30 billion, is a com- 
paratively small investment in long-range, peaceful activities. 

When I was a boy about 5 years old my father thought it was a 
good thing for me to be busy, and he encouraged me to go into the 
chicken business. We bought and raised Anconas. I don’t know if 
they are a good breed any more or not. 

When we got to the question of the hen or the egg, dad pointed 
out that if I tried to solve that question I probably would never do 
very well in the poultry business, that we had to have both the hens 
and the eggs. 

There is a point of view in the administration which says that we 
must begin to do a job of economic aid and development, but we 
can’t afford it until we can make substantial cuts in the armament 
budget, and that therefore we can’t go very far in this economic 
development program until we get more peaceful attitudes in the 
world. I think that we have put the hen before the egg, that you 
have to do both of these things. If we are going to achieve a lessening 
of tensions to the point where we can get disarmament, we must do 
much more in technical assistance and economic development than we 
are doing today. Actually, in terms of using the national budget, 
we will be better off to put more and more of our foreign expenditures 
into technical and economic development, and by that route we will 
achieve a place where we can cut back further and further on our 
military budget. 

That is a point of view which I think. is sound, and I think ought 
to be given further consideration by the administration as a whole. 

We would support the President’s appeal for long-range commit- 
ments up to 10 years and up to the $100 million which is called for in 
the bill. We believe that the combination of the long-range commit- 
ments and an increased flexibility are warranted. We would point 
out, however, that even more important than that is continuity for 
the technical assistance program. 

You had the representative of the National Council of Churches 
point out just a few minutes ago that there have been 4 different 
administrators and 2 acting administrators for that technical assistance 
program, and that we can’t make any commitments even for 3 or 5 
years. He pointed out that if we are going to have long-range com- 
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mitments available to the President under this program, it would be 
in keeping to allow for commitments in technical assistance over 3 
years, 5 years, or maybe 10-year projects where it is necessary to get 
personnel who will spend several years overseas, and so forth, in order 
to get that kind of continuity. 

On the U. N. program, we feel both the bilateral program and the 
U. N. technical assistance program need to be continued, and need 
in the long run to be increased. There is a great deal of information 
in my prepared statement about the United States bilateral program. 
On the U. N. program, the work of the FAO, the World Health 
Organization, the International Labor Organization, UNESCO, and 
others, have been very effective and very useful. It is important 
to know that about 9.1 cents is the per capita cost of our expenditure 
through the U. N. technical assistance program. That is less than 
the cost of a 10-cent candy bar and much less the cost of a pack of 
Wala I think our expenditure is very small and very worth- 
while. 

Mr. Hays of Arkansas. That is per capita per year? 

Mr. CAMPBELL. Yes. 

Mr. Hays of Arkansas. For all of the specialized 

Mr. CampsBeE..u. For the United States part of the technical assis- 
tance program. 

Mr. Haysof Arkansas. The expanded technical assistance program? 

Mr. CamMpBELL. Yes. 

Mr. Hays of Arkansas. And does not include the specialized 
agencies? 

Mr. CampsBe.Lu. That doesn’t include the regular budget. It is 
their technical assistance. 

Mr. Hays of Arkansas, I saw figures on that. If I might interject, 
do you have them for the total? 

Mr. CampBELL. No. 

Mr. Hays of Arkansas. It runs about 67 cents, which is less than 
a moving-picture admission charge. 

Mr. CampsBe uy, For the whole U. N. program? 

Mr. Hays of Arkansas. Yes; all of them put together. 

Mr. CampsBeE LL. I think this is a very good investment. It is im- 
portant to note, too, that at least three other countries are paying a 
higher per capita contribution to the U. N. technical assistance pro- 
gram than we are. 

Ambassador Lodge said the other day there should be more of the 
United States assistance programs going through the U. N. than at 
present. We agree 100 percent with what he has said. It is going to 
be difficult, however, to do very much more of it in terms of the tech- 
nical assistance program, because if we get too far out of line we are 
going to overwhelm that program. Our present percentage of con- 
tribution is pretty good. This would mean that one thing that we 
ought to consider is one that the administration has backed away from 
to date, and that is the special U. N. fund for economic development, 
propularly known as SUNFED. That has been supported very 
vigorously by all of the underdeveloped countries, and we feel should 
be supported by the United States. It is very badly misunderstood. 

As we understand it, the SUNFED program is a parallel to the 
expanded technical assistance program of the U. N. We have both 
bilateral and participation in the multilateral program in technical 
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assistance. We do a lot more in bilateral than we do in multilateral. 
We ought also to have our bilateral economic development program 
and a multilateral economic development program, and that is what 
SUNFED would be. Even if we do contribute about half the cost, 
this would mean that we would get help from the other countries in 
many of these projects which ought to be carried forward under the 
umbrella of the United Nations. It would never be anything as large 
as the present program we are carrying on in economic development, 
and it would allow these other countries an opportunity to share in 
that program. 

We believe that SUNFED ought to be given a break, that we ought 
to go ahead on it, that the suggested investment in it is not extravagant 
at all. 

Finally, a couple of specific suggestions. We feel the work through 
the land-grant colleges on contract with the International Coopera- 
tion Administration has been splendid and should be continued, should 
be increased, if possible. We would like to have much greater use of 
the voluntary agencies than has been used to date by the ICA. Ac- 
tually, the farmer organizations, the trade unions, the cooperatives, 
the educational organizations which have done a tremendous job in 
making America what it is today. They ought to be mobilized to do 
much more in technical assistance abroad than they have. I think 
that they could be persuaded to do a great deal more at less cost to the 
Government than we are getting now out of our bilateral programs. 

There is one organization that I am very familiar with, which is 
CARE. It is owned by two farm organizations, by the now-merged 
labor organization, the Cooperative League, by about 12 religious 
organizations, and half a dozen relief organizations. If I may brag 
for a moment, I was chairman of the committee that organized 
CARE, and have been chairman of its executive committee during its 
last 10 years. 

CARE has an overseas staff who have not only done a relief job 
but have also provided handtools, carpenter’s kits, books, and special 
equipment for people in various countries. That same personnel 
could be used to supervise technical assistance programs through a 
voluntary agency basis. For some reason CARE has been typed, as 
you say in the movies, into one role. It has always been a Margaret 
O’Brien or Shirley Temple role. It is a relief job. CARE has grown 
up and done a great number of things in addition to its relief job, in 
self-help and distribution of agricultural surpluses. I think it ought 
to be given a responsibility to go further in technical assistance and 
development. 

Another recommendation is that the use of atom power ought to 
be considered in these underdeveloped countries more seriously than 
itis. We are encouraged with what has been done to date. I would 
like to point out that in many of those countries the only development 
for power is manpower. Imagine what we would be up against in 
the United States if all the power, the energy that we had, was man- 
power. We would be behind the ‘‘eight ball’’ completely. 

In many of those countries petroleum is expensive. Coal isn’t 
available. Electricity isn’t available. So, they depend on manpower. 
Actually, etomic energy can be carried into those areas at compara- 
tively sma!l cost, with a rate of production which is now competitive 
with the higher competitive sources of electricity here. You can take 
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a small reactor into a country and provide for the first time energy 
which is available beyond manpower. 

In this country, for example, one of our groups of electric coopera- 
tives, under the REA program, has applied for a small reactor and has 
been given permission by the AEC to go ahead and develop it. It 
will be a small reactor. It will be in a high-cost power area, and at 
present rates, with present costs, it will be competitive with what 
they are now paying for power. We feel that this same principle 
could be applied around the world in some of the underdeveloped 
countries where there is no hydroelectric power, where the other 
sources are expensive. 

On the use of agricultural surpluses, we were pleased that the 
House passed in the farm bill yesterday a provision that will increase 
the amount of funds available for repaying voluntary agencies for the 
shipment of farm surpluses overseas. The CARE operation used 
about $8 million in ocean freight this last year. We could use about 
$15 million this next year, shipping dairy products and other products 
overseas for school-lunch programs, distribution to institutions of 
various kinds. 

Mr. Hays of Arkansas. That basic law provides for payment by 
the Government for ocean freight for surplus commodities 

Mr. CampBELL. Which are distributed free of charge by the vol- 
untary agencies. 

Mr. Hays of Arkansas. And the amount was increased in yester- 
day’s bill from 

Mr. CampsBeE.u. In yesterday’s bill, the President’s general fund 
was increased from $300 million to $500 million. Of that, the Pres- 
ident will be able to repay all that he thinks is necessary for ocean 
freight. My own estimate is that the voluntary agencies will use about 
$50 million for ocean freight costs next year for surplus agricultural 
commodities. The National Catholic Welfare Conference, the largest 
contributor, the Church World Service, CARE, and then the smaller 
relief agencies, all use it. They see that the food never gets into the 
black market. They supervise it so that it never competes with any 
other markets, because it goes to consumers in institutions, school- 
lunch programs where they otherwise wouldn’t be buying. It doesn’t 
interfere with anybody’s market. I think the Congress is to be com- 
mended for the action it took yesterday. 

One final word: On a long-range study which Senator George has 
suggested, we feel that is very much in order. The program is 6 years 
old or so on technical assistance, and 10 years old or so on the other 
program, and it ought to be reviewed, restudied, once in awhile. We 
would be in favor of that. We urge that this not be an excuse for not 
doing this year’s program. I think this year’s program, in line with 
what has been spent, ought to go ahead as recommended, and that 
this should not be an excuse. We would like to suggest a subcom- 
mittee of whatever committee you set up should look into this use of 
voluntary agencies for economic development and technical assistance 
overseas. I think they would find a gold mine of valuable information 
and opportunities. 

Just a few weeks ago 31 of our national organizations held a confer- 
ence called The Forward Look in Technical Assistance and Develop- 
ment. We invited other organizations to attend, and there were 75 





vol- 
ster- 


fund 
-res- 
cean 
bout 
‘ural 
gest 
aller 
» the 

any 
n0ol- 
esn’t 
com- 


» has 
years 
yther 

We 
r not 
with 
that 
com- 
se of 
ance 
ation 


nfer- 
elop- 
re 75 


MUTUAL SECURITY ACT OF 1956 777 


national organizations that participated. This is an evidence of the 
kind of support that this program has. 

We would like very much, if we may, to ask you to insert in the 
record at this point five of the very interesting letters which were sent 
to the conference from Paul Hoffman, former President Truman, 
Averell Harriman, Adlai Stevenson, and Estes Kefauver. 

It may sound a little bit like a political pitch with all the candidates 
in there, but it is an evidence that all the people who are running the 
Government or will run it are all in favor of what we are trying to do. 
If there is no objection, I would like to have those go into the record. 

Mr. Hays of Arkansas. They will be received in the record, with- 
out objection. 

(The material referred to is as follows:) 


STUDEBAKER-PACKARD CorpP., 
Los Angeles, Calif., April 5, 1956. 
Mr. Wauuace J. CAMPPELL, 
The National Conference on International Economic and Social Development, 
Washington 5, >. C. 

Dear Mr. CAMPBELL: Your letter of April 3 is before me. It is a matter of 
deep regret that I cannot attend the conference which you have called for April 10. 

Economic aid and technical assistance have an important place in any program 
for waging the peace. Programs in these fields in the past decade have been ex- 
tensive. There have been successes and there have been failures, but no one can 
question the overall contribution they have made to rehabilitation and develop- 
ment, 

The nations which have won their independence in the recent past need and can 
profit by such assistance. We should draw on our past experience to make certain 
that no dollars are spent wastefully, but we should proceed vigorously in the devel- 
opment of a program to give needed aid to these new nations to help them achieve 
political stability and economic self-sufficiency. As a first step, the proposals 
made by Secretary Dulles for long-term economic aid should be vigorously sup- 
ported. 

Sincerely yours, 
Paut G. HorrMan, 
Chairman of the Board. 


MessaGE FROM PrREsIDENT Harry S. Truman To THE Forwarp Loox Con- 
FERENCE ON TECHNICAL AND Economic DEVELOPMENT, STATLER HOTEL, 
ApriL 10, 1956 


I am delighted to send greetings to your ‘Forward Look” conference. Indeed, 
Iam sorry I cannot be with you, as the subject of your gathering—technical 
and economic development—has been very near to my heart since I had the privi- 
lege of launching the point 4 idea in my 1949 inaugural address. 

Since then, overseas aid has become an increasingly important aspect of our 
foreign policy—and rightly so, because helping people to help themselves is in the 
best tradition of Americanism. Indeed, even the Russians have recognized the 
impact of our program, and have paid it the compliment of imitation. It is all 
the more unfortunate that so many voices are being raised to question its value, 
and to call for a reduction in our efforts. 

Actually, we need to move forward with fresh vigor and enthusiasm. Think, 
for example, of what a real effort to bring water to the deserts of the Middle East 
would mean. As living standards rose, the tensions in that troubled area would 
inevitably be reduced. When people are working together, they are much less 
likely to fight. 

Your conference is an encouraging sign that many Americans do care deeply 
about this. Keep up the good fight. 


75009—56——50 
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State or New York, 
EXEcuTIVE CHAMBER, 
Albany, April 5, 1986. 
Mr. Davin C. WILLIAMS, 
Program Chairman, The Forward Look, 
Washington, D. C. 

Dear Mr. Wiiuiams: I want to rongratulate you and all associated with the 
National Conference on International Economic and Social Development for 
sponsoring your 1-day workshop on The Forward Look in Technical and Economic 
Development. 

We vitally need a forward look on that question, one of the greatest of our day, 
As one who has played a part in developing and administering our overseas 
economic aid programs, I know how absolutely essential it is for the strength of the 
free world that we extend economic and technical aid to the peoples struggling 
upward to a higher living standard and who need help to help themselves. 

By giving them a hand in achieving a better life, we help build the conditions 
of peace and freedom so vital to our own security. 

I know your conference will succeed in concentrating public and congressional 
attention on this most important issue. 

Warm greetings and best wishes to you, your many distinguished guests, and 
all of the many representatives of various organizations participating in your l-day 
workshop. I wish you every success, and God speed you. 

Sincerely, 


AVERELL HARRIMAN, Governor. 


MessacE From Gov. Ap.tat E. STEVENSON TO THE FoRWARD LOOK CONFBRENCE 
ON TECHNICAL AND Economic DEVELOPMENT, STATLER HOTEL, APRIL 10, 1956 


I am pleased to send my best wishes to The Forward Look Conference and to 
congratulate you for brining together representatives of so many organizations to 
consider the problems of economic and technical development. 

I have many times pointed out that much of the world in Asia, Africa, and the 
Middle East is trying to catch up with the western industrial and t>chnological 
revolutions. And they are trying to accomplish this mighty transformation by 
the methods of consent not coercion, A policy based just on anti-Communist 
pronouncements or one of exclusive emphasis on military d°fense is not in the 
spirit of this great movement of the 20th century and will win few hearts, The 
challenge for us is to identify ourselves with this social and human revolution, 
to encourage and aid the aspirations of half of mankind for a better life, to guide 
these aspirations into paths that lead to freedom, 

In my view, a well considered and carefully administed program of economic 
and technical assistance to underdeveloped areas should be a fix«d part of the 
policy of a developed and prosperous country. I have called the revolution in the 
underdeveloped areas of the world ‘‘the revolution of rising exp*ctations’’ because 
countless people are becoming aware of the mod°*rn world and d*manding more 
of the good things of life. Programs on the pattern of point 4 can contribute 
greatly to meeting these expectations. I hope that your conference is successful 
in developing new methods and ideas for making American assistance programs 
a truer reflection of our sense of moral responsibility. 


MessaGE From SENATOR ESTES KEFAUVER TO THE FORWARD LOOK IN TECHNICAL 
AND Economic Deve.Lopment, Horen Srariter, Wasuineron, D. C., April 
10, 1956 


Please convey my best wishes for a most successful workshop to the members 
of the National Conference on International Economic and Social Development. 

Those of us in the United States Senate who have long worked toward a forward- 
looking program of technical assistance know how valuable the support of organ!- 
zation like yours has been in making possible our dramatic point 4 and technica! 
assistance programs. 

Today—with the Soviet Union increasing its offensive on the economic front— 
it is more vital than ever that we place the greatest possible emphas’s 01 long- 
range programs of economic aid for underdeveloped nations. Just last sum 
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I traveled throughout southeast Asia, and was struck again by the value of our 
technical assistance programs—both to the peoples of the nations whom we are 
assisting and to our own prestige in the world. 

With other Members of the Senate I am constantly searching for new ways to 
promote overseas economic aid. In a recent speech in Maryland I proposed that 
our disarmament representatives suggest a mutual reduction of 15 percent in the 
arms budget of the United States and the Soviet Union, wit one-third of the 
savings to be allocated to a joint pool administered bv the U. N. for economic 
aid to underdeveloped areas. I suggested, too, that the program be administered 
by the United Nations, so that neither the Soviet Union nor the United States 
could individually claim credit for its successes or be blamed for its failure. 

I said-at that time, and I still believe, that a joint endeavor of this nature, 
administered impartially by the U. N. and combining a reduction in the tools of 
war with an increase in the tools of economic self-sufficiency for a third of the 
world, might constitute our first real advance toward peace in 10 years. 


I am confident that through continuous study and effort, and with the support 
of private organizations such as yours, our Nation must and will devise a forward- 
looking program of technical and economic development. 

With sincere congratulations for the work you have done in this most vital field. 


Mr. CAMPBELL. I| appreciate very much the opportunity to be heard. 

Mr. Hays of Arkansas. We are glad to have your statement. Do 
you have any questions? 

Mr. CurperFieLtp. Thank you, Mr. Chairman. I only want to 
say that I think you made a fine statement. I also believe that you 
should be very proud of the work you are doing with CARE. I 
think CARE is doing a good job. 

Speaking entirely facetiously, you shouldn’t be worried too much 
about the number of administrators of the point 4 program. I have 
been down here 18 years, and I have seen many Secretaries of State, 
Under Secretaries, and Assistant Secretaries. I imagine that just 
including those groups there probably have been dozens of Assistant 
Secretaries of State. They have come down here and advocated pet 
programs, laid down laws concerning the Medes and Persians, and no 
one remembers them at all. 

Mr. Hays of Arkansas. Mr. Campbell, I might relate my comment 
back to the question I asked Dr. Reisner about the expenditure of 
capital goods. Did you hear that comment? 

Mr. CampsBetu. Yes. 

Mr. Hays of Arkansas. I was referring to the proposal that technical 
assistance be limited to educational and demonstration needs. Your 
feeling is that probably technical cooperation agencies should not be 
so limited, that it would be good to give them authority to pursue 
economic activity, too? You would not put such a limit on them? 

Mr. CampBe.t. I think the only disagreement we would have with 
Dr. Reisner at all would be a matter of emphasis for additional 
economic development after you have gotten the technical training 
going. 

Whether there is a special agency for technical assistance, as such, 
or not, is something we could argue about a great deal. We feel that 
we shouldn’t cut this off just at technical assistance. You have to do 
the whole job. 

Mr. CuIPpERFIELD. May I say one thing more, seriously? It is all 
right to have this economic development all over the world. But 
we have some programs of our own that should go ahead, too, in this 
country. We have flood control, and soon. Sometimes we Members 
of Congress find it very difficult to get authorization and appropriation 
for our own projects. We have to consider the economic welfare of our 
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own country, while at the same time we must consider the economic 
development all over the world. I think you would agree that that is 
important. 

Mr. CampsBe.t. By all means. Our domestic programs have to go 
forward. My own feeling is this: That as the welfare of the free 
world increases, that as we help, as we did right after the war in the 
Marshall plan to get Western Europe on its feet, actually the money 
we pumped in there provided markets for American goods, provided 
more labor for American workingmen, and so forth, so that actually 
what we did to help those other countries, if it is wisely administered 
and well spent, can actually help bring up our own economy, too. 
This isn’t money that is being really taken out of our economy. In 
most of these expenditures, it comes back to us, and sometimes comes 
back manyfold in increasing economic purchasing power in other 
countries. 

Mr. Hays of Arkansas. The committee stands adjourned until 
10:30 Monday morning. 

(Whereupon, at 1:36 p. m., the committee adjourned.) 

(The following information has been supplied for the record in 
response to questions raised by Mr. Fulton, see also p. 92.) 


LATIN AMERICAN REGIONAL FuND 


It has been the practice of ICA and its predecessors to present carefully pre- 
pared illustrative programs with respect to all funds requested for authorization 
or appropriation by the Congress. In this way the Congress has been fully 
informed in advance of the proposed uses of funds. 

In certain cases, special funds have been requested in limited amounts to be 
available for use in furtherance of the purposes of the Mutual Security Act. 
These have been designed (a) to meet special exigencies which may arise between 
annual appropriation acts (e. g., President’s fund, 8S. 401), or (b) to place those 
administering ICA in a position to plan in advance and negotiate carefully 
projects of special significance (e. g., Asian fund). 

We have requested such flexible special funds only where we saw a serious 
necessity for them. The special funds for Asia, enacted last year, and that now 
proposed for the Middle East and Africa have been proposed to meet specific 
needs for great flexibility of action in those areas, where events are moving rapidly 
and where we are trying to develop in orderly fashion constructive measures for 
furnishing much needed assistance which cannot be met from normal public and 
private investment and banking sources. 

In Asia, it became clear that the vital independence and defense potential of 
the free nations on the periphery of Communist China would be strengthened 
by the imaginative development of special important projects and programs. 
It also seemed likely that regional solidarity and strength could be developed by 
encouraging programs involving two or more nations. 

Increased tensions and Soviet economie activities in the Middle East and 
Africa now call for the ability to move quickly as opportunities arise in those 
regions to assist in economic development and to prevent exploitation of difficulties 
which may arise by those hostile to the Free World and to the long-range interests 
of the independent nations in the area. 

Just as such needs have not arisen in Europe, they do not appear to be urgently 
present in Latin America. Generally speaking, the Latin American nations 
present sufficiently stable economies so that their more pressing economic problems 
can be met with assistance through loans from public and private banking insti- 
tutions and through normal investment and through our long-range technical 
cooperation programs. Moreover, there is no significant likelihood that in 
Latin America severe economic crises of great magnitude will necessitate unusually 
sudden and large assistance grants, which cannot await further congressional 
action. In the few cases where such situations have arisen and may be expected 
to arise in the future, the President’s contingency fund (sec. 401) has been found 
to be altogether adequate to meet the emergency in its early stages. After that, 
emergency development assistance funds may be. separately requested and 
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appropriated as they were in the case of Haiti, Bolivia, and Guatemala. Unless 
this situation radically changes, we shall not feel justified in applying to the 
Congress for additional special funds. 


FOOD SHORTAGE IN ITALY 


Italy began to feel the effects of exceptional cold and snow during the second 
week of February 1956. The Italian authorities appealed to the United States 
for help, and immediate action was taken to give assistance. Relief made avail- 
able through movement of supplies from February 9 to 16 aggregated 4,350 tons 
of supplies. Of this total, 850 tons were made available from supplies that could 
be spared for emergency relief by United States forces in Europe; these shipments 
were made by rail, truck, and air from headquarters in Leghorn and from bases 
in Germany. The American voluntary relief agencies made available 3,500 tons 
of supplies for emergency use, including foods made available through United 
States Government surplus agricultural commodity programs previously initiated, 
as well as clothing and medical supplies from private contributions. 

The first estimate of special assistance rendered immediately through the use 
of United States agricultural surplus commodities by voluntary relief agencies 
during this difficult period indicated that by March 14, a total of 8,175 tons of 
food, valued at approximately $1.1 million, had been so provided in Italy. ICA, 
as part of its normal operation, and under the authority of section 409 (d) of the 
Mutual Security Act, regularly makes contributions of funds to meet the ocean 
freight for shipment of these agricultural surpluses and other commodities sent by 
the voluntary agencies for relief purposes. The value of ocean freight for the 
commodities distributed.by the voluntary agencies during this period to March 
14 is estimated in excess of $100,000. The voluntary agencies have contributed 
to the best of their ability in carrying on their programs to help meet extra needs 
stemming from the emergency. It is yet too early to be able to make a final 
assessment of this element of the response to Italian needs for help. 

ICA has arranged to replace, through the movement of United States agri- 
cultural surplus commodities, under the authority of title II, Public Law 480, 
15,000 tons of corn to be distributed by the voluntary relief agencies as emergency 
livestock feed to assist needy farmers over this period. It is estimated that the 
value of these shipments estimated at CCC cost, ineluding freight, will approxi- 
mate $1.7 million. 

Following the initial onset of unfavorable weather, there was continuing cold 
and cumulatively heavy precipitation and freezing weather. Additional storms 
of March 9-11 compounded the problem and increased the amount of damag., 
unemployment, and suffering among the general population. Some of the effects 
of such a period of adverse weather are cumulative and the degree of damage 
cannot be accurately calculated until the effects upon the general production and 
agricultural crop projections can be assessed; this assessment is continuing. At 
the present time ICA is considering with the Italian Government additional 
measures of emergency relief for the needy population, which it is estimated may 
— approximately $18 million of surplus foods under title II of Public Law 
480. 


(The following information has been supplied for the record by 
the Department of Defense, see also p. 617:) 


ForfstegN Minitary Factiuities ASsISTANCE PROGRAM 


The foreign military facilities assistance program is concerned with the estab- 
lishment and expansion of facilities required for the manufacture and mainte- 
nance of essential military equipment and components in certain foreign countries. 

The objectives of this program are— 

1. To encourage and support the efforts of friendly countries to become 
self-sufficient in the manufacture and repair of munitions and components 
thereof, thus reducing dependence on United States for military aid. 

2. To provide for development, and mutual uses as may be necessary, of 
defense production and maintenance capacity in friendly countries which will 
previde close-up support from indigenous sources and reduce the hazards and 
delays incident to a long line of supply from the United States. It is neces- 
sary to establish logistical support near the areas of potential combat so 
that military items with a high attrition rate will be readily available when 
needed. In the event of war, it is likely that the larger ports would be 
destroyed by nuclear weapons and that the Russian submarine fleet would 
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seriously menace the ocean supply routes. Consequently, it is important 
to the defense of the free athe g that Europe and the Far East develop mu- 
nitions production capacity to support themselves for an extended period. 

3. To utilize available resources of the free world in the mest efficient 
manner and, in times of peace, enable friendly countries to maintain their 
own forces at their own expense. 

Facilities assistance projects must add either to the total capacity of facilities 
or make a necessary improvement of a product or service. Countries must con- 
tribute an equitable share toward the projects for which United States assist- 
ance is requested and make available on a nondiscriminatory basis the end prod- 
ucts and services of the facilities, for which United States assistance is requested 
for mutual defense of the region to other free nations. The foreign country 
receiving aid must commit itself to maintain for emergency use the productive 
capacity of both its existing facilities and those built with the assistance of the 
United States. All facilities are established to satisfy regional rather than 
strictly country requirements. 

This program has been characterized by the exceptional competence and caliber 
of the people we have obtained to administer it, the few numbers of such people 
and the cooperation of the United States industry. Before the United States 
accepts a project, it is carefully studied by military personnel and by engineers 
from prominent American industrial firms. Every effort is made to secure the 
maximum value from United States contributions and the maximum contribu- 
tion from foreign countries. The United States furnishes production equipment 
and technical assistance, while the foreign government provides land, buildings, 
labor, materials, and some equipment. ‘Thus, projects are jointly financed. To 
date, the foreign governments have met almost half the cost of the program. 


MAINTENANCE OF EQUIPMENT 


Approximately $12.2 billion worth of military assistance equipment has been 
shipped to our allies, and another $5 billion has been programed. Maintenance of 
this equipment will undoubtedly be extremely costly; e. g., annual maintenance 
cost of ordnance equipment is approximately 15 percent. Establishment of facili- 
ties for producing spare parts and for overhaul in Europe and the Far Hast will 
help to prevent this equipment from becoming inoperative through attrition and 
eannibalization. The alternatives of returning the equipment to the United 
States for overhaul and repair or issuing new equipment are both expensive and 
time consuming. 

Some of our allies have the production capacity to maintain the equipment 
furnished by the ! ited States, but many of the recipient countries do not and 
they will need mai ‘tenance assistance in the form of spare parts and repair work 
unti] the necessary local facilities are established. 

The cost of maintaining equipment inereases with its age. It is anticipated that 
within 2 or 3 years the burden of maintaining equipment furnished as grant aid will 
reach a peak. To enable our allies to assume the maintenance burden gradually, 
we should help establish facilities before the peak is reached. NATO has recog- 
nized the importance of this problem and is studying the feasibility of regional 
maintenance facilities. 

During fiscal year 1955 the United States undertook development of two major 
maintenance projects at a cost of approximately $1 million: one for the rehabilita- 
tion and repair of ammunition and one for the overhaul of naval fire-control com- 
ponents. It is estimated that $10.5 million will be obligated in fiscal year 1956 
for facilities to overhaul specialized military equipment (including aircraft repair 
facilities, artillery recoil repair facilities, and fire control repair facilities). 


MODERNIZATION OF NATO FORCES 


The facilities assistance program enables the United States, at a minimum cost, 
to assist the NATO countries to modernize their military equipment. 

It is desirable to obtain a maximum contribution from European nations in 
the utilization of their own production facilities to reequip their forces wit! 
modern types of European-designed weapons. These weapons can be main- 
tained more easily if the various components are readily available from nearby 
European sources. The foreign military facilities assistance program contributes 
to the achievement of this objective by assisting countries in the establishment 
of production facilities for modern weapons when the weapons are ready for 
field use. 
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The following production projects have been programed as part of this modern- 
ization of equipment program: 

1. A new round of 30-mm aircraft ammunition containing a much larger 
explosive charge than the 20-mm round now in use. The gun firing this round 
gives it a very high rate of fire, which, in combination with the increased explosive 
charge, makes it effective against fast flying enemy aircraft. The United States 
is helping to establish production lines. 

2. A new 7.62-mm round of rifle and machine-gun ammunition which is much 
shorter and weighs less than the United States 30-ealiber round. It has excellent 
range and killing power, and the reduction in weight is a logistical improvement. 
The 7.62-mm rifle, which can be used as a semiautomatic rifle or as a fully auto- 
matic weapon, provides the NATO forces with much greater fire power. The 
United States has helped to set up facilities to make ball powder and metal com- 
ponents of the ammunition. 

3. A new 40-mm round of antiaircraft artillery ammunition for the new L—70 
gun which has about twice the rate of fire of the existing 40-mm (L—60) gun and 
a much longer range. It is designed for use against low-flying aircraft. The 
United States is including facilities for manufacture of components and for loading 
in its fiseal year 1956 program. 

1. Kuropean-designed guided missile projects are also being evaluated and will 
be considered for inclusion in the fiscal year 1957 program. 


(The following information has been supplied for the record in 
response to a request by Mr. Fulton. See also p. 697.) 


Section 413 (b) (4) (D) reads, in part, “‘the guaranty to any person shall not 
exceed the amount of dollars invested in the project by such person with the 
approval of the President plus actual earnings or profits on said project to the 
extent provided by such guaranty * * *” 

The passage quoted appears to limit the expropriation protection available to 
projects in some extractive industries, particularly petroleum exploration and 
production. Companies interested in oil exploration ventures have pointed out 
that they are primarily concerned with the possibility that the reserves discovered 
in a successful exploratory drilling program might become the target of an ex- 
propriatorv action. The amount or value of these reserves has no necessary con- 
nection with the amount of investment made in locating them, nor does it seem 
that they can reasonably be considered “‘actual earnings or profits.” 

This problem has been raised with increasing frequency as more of the less- 
developed countries have become participants in the guaranty program. 

The usefulness of guaranties against loss from expropriation might be increased 
if if. were possible to extend some measure of protection against loss from expro- 
priation or confiscation to values of the nature of discovered oil reserves. 
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MONDAY, MAY 7, 1956 


Hovusr or REPRESENTATIVES, 
CoMMITTEE ON ForeIGN AFFAIRS, 
Washington, D. C. 

The committee met, pursuant to call, in room G-—3, United States 
Capitol, at 10:46 a. m., the Hon. James P. Richards (chairman) 
presiding. 

Chairman Ricuarps. The committee will come to order, please. 
We will continue hearings on H. R. 10082. Our first witness this 
morning is Mr. Elgin Groseclose. 

Mr. Groseclose, are you appearing as a private citizen or do you 
represent some organization? 


STATEMENT OF ELGIN GROSECLOSE, WASHINGTON, D. C. 


Mr. Grosecuose. As a private citizen. 

Chairman RicHarps. Just identify yourself, please, sir, for the 
committee. 

Mr. GrosecLose. My name is Elgin Groseclose, 4813 Woodway 
Lane, N.W., Washington D. C. I am an economic consultant by 
profession. 

I thank the committee for the privilege of appearing before it this 
morning on this subject of great national concern. 

Chairman Ricuarps. I believe you appeared at the request of our 
colleague Mr. Smith? 

Mr. Grosgeciose. Yes. 

Chairman Ricnarps. I notice you have a pretty extensive paper. 
Do you want to read your entire statement or do you want to speak 
to it? 

Mr. Groseciose. I would like to read it and depart from it as the 
committee may desire. 

Chairman Ricuarps. Go ahead, sir. 

Mr. Groseciose. The bill under consideration authorizes an 
expenditure of approximately $4.9 billion for foreign aid. During the 
first quarter of the current calendar year, the Treasury collected by 
deductions from wages and salaries of Americans some 6% billion 
dollars. This sum will therefore meet the bill for foreign aid here 
presented and allow a small excess toward the running expenses of our 
own Government. 

It is a paradox of the conduct of our foreign policy that we have 
shown greater concern for the fiscal stability ‘of foreign governments 
than for that of our own. 

For some years, the expenditures under the foreign aid program have 
been a major factor in the United States budget deficit. Upon this 
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deficit the American taxpayer must pay interest charges. Yet these 
foreign aid billions are spent essentially to cover the deficits of foreign 
economies, if not the actual deficits of foreign governments. 

Foreign-aid program inflationary: It is axiomatic that a sound 
money depends upon a sound fiscal policy and that budgetary deficits 
are inflationary. A sound United States dollar is essential to domestic 
well-being. Today, more than ever, it is essential to the well-being of 
those countries to which we are ministering through the foreign-aid 
program. This is because the dollar has become the standard of 
value throughout the world, even in Soviet Russia. Happenings that 
affect the value of the dollar, or confidence in its value, have worldwide 
effects. 

At a time when the inflationary tendencies in the United States 
economy are causing concern, the inflationary effects of the foreign-aid 

rogram should be looked at. In addition to its effect upon the fiscal 
alance, it has disturbing potentials in the money market. 

The Federal Reserve is currently engaged in tightening the supply 
of dollars to the United States economy. At the same time the 
State Department is making dollars available to foreign governments 
through the foreign-aid program, with no strings attached, little or 
no interest to pay, and with the general result that they may take 
down these sums, or their equivalents, in gold or in credit balances 
with United States banks. 

What has happened is visible in the monetary and banking statistics. 
Foreign governments, with the aid of credits made available to them 
for economic assistance, have been salting away American gold, or 
piling up balances in our secure American banks, while individual 
foreigners have become investors in American securities. 

In the past 5 years, gold under earmark for foreign government 
account has increased by over a billion dollars and is now around $7 
billion. Meantime, the United States gold ratio to money and deposits 
has been declining and is today at a lower figure than during the 
depth of the depression in 1933. In addition, net foreign bank bal- 
ances—mostly for government account—have climbed to around $10 
billion. As these foreign deposits can be drawn down in gold—a 
privilege denied to American depositors but extended to foreign 
governments—they constitute a further potential drain upon the 
reserves behind the dollar. 

Ten billion dollars if spent to feed the hungry populations of the 
countries to which we are ministering through the foreign-aid program. 
would of course do much to solve our own farm problem 

Under the monetary laws in effect in many foreign countries, dollar 
deposits are counted the same as gold in the monetary reserve. ‘Thus 
these foreign dollar balances that we have made possible through our 
foreign-aid largess provide the means and incentive to inflation abroad. 
Foreign-aid dollars are thereby doubly inflationary. 

First, as deficit dollars moving into the United States banking sys- 
tem through Government bonds, they provide the basis for credit 
expansion and inflation. Second, as foreign bank balances here they 
become the base for currency inflation in the recipient country. It 
was just such a situation, coupled with thinning gold reserves, that 
brought on the 1929 collapse. 

Even when these dollars are spent in the recipient country under 
United States supervision, their inflationary and other harmful effects 





MUTUAL SECURITY ACT OF 1956 787 


cannot be predicted. Dollars appropriated for domestic purposes 
stay within the orbit of the United States economy, and to the extent 
that they are wisely appropriated and spent, they generate business 
activity, demand for capital and consumer goods, payrolls, and taxes. 
Dollars donated to foreign governments pass out of United States 
control. We hope, but we cannot say, that they will be spent pro- 
ductively and without extravagance. The best judgment of the 
departmental experts who pass out these doles is inherently unreliable 
because of the distance and the difference in conditions upon which 
this judgment must be exercised. 

Let us say that dollars are supplied to finance a cement plant. To 
a limited extent these dollars may come back to us in the form of 
engineering fees, or orders for plant machinery and other supplies, 
but there the benefit ceases. 

We do not know, and our experts are only able to guess, whether 
this cement plant will operate profitably, or whether it will require 
continuing Government subvention to keep it running. We do not 
know what harmful effects to the local economy will result from this 
effort to modernize and industrialize livelihood systems that are often 
primitive, agricultural, and feudal in nature. 

Aid program demoralizes foreign economies: Furthermore, by 
‘forced draft,” “erash,’’ and other hurry-up programs to hasten 
modernization, the aid program has frequently demoralized tradi- 
tional livelihood systems and created the very unrest and unsettle- 
ment which it was designed to allay. 

We are dealing here with a condition and not a theory. This may 
be illustrated by two cases which have recently been exposed to 
public view. The first is Turkey. When I was there in 1951 that 
country was basking in a glow of prosperity induced by United 
States largess. 

Everywhere I journeyed I saw in the countryside bright red Amer- 
ican tractors purchased with counterpart funds. It all looked very 
progressive; but having lived in these lands and also having some 
personal experience with the problems of farming in this country, I 
questioned how successful this effort would be to impose a tractor 
economy upon a people that had since Roman times been getting 
along with an ox and wooden plow economy. It was very well to 
have tractors supplied practically as a gift, but who was to pay for 
the repairs and for the gasoline, and from where was the money to 
come? From Turkish wheat, when wheat was already a glut on the 
world market and United States-grown wheat was accumulating in 
storage? And if so, how were the Turks to get their wheat to market 
without highways and farm-to-market roads? Would Uncle Sam be 
asked to provide these, too? I raised these questions and have been 
raising them ever since where opportunity presented. 

Foreign-aid program promotes unrest and revolution: The payoff 
to this incautious policy began to appear something more than a 
year ago, in reports from our representatives in Turkey, telling of 
mounting economic difficulties, restiveness, and public dissatisfaction 
that were beginning to affect United States-Turkish relations, if not 
the stability of the Turkish regime. Eventually, as you know, we 
have had to come through with additional largess to subsidize this 
unnatural and unbalanced economy, which we have fostered through 
our aid program. 
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In Afghanistan, our attempts to impose a 20th century economy on 
a feudal culture have created tensions and unrest that have played 
into the hands of Soviet Russia. American engineers, aided by 
American dollars from the public treasury, have created the husk of 
a Tennessee Valley economy in the wilderness through which the 
Helmand River flows. 

The engineering has been relatively simple, however, compared to 
the difficulties of persuading nomads accustomed since the days of 
Abraham to settle down to tilling the soil under the watchful eye of 
a government overseer. 

Meantime, the Afghan Government has been saddled with fiscal 
and administrative problems beyond its competence, while the 
people of Afghanistan have been burdened with heavy new taxes to 
finance this fiasco. Prices have risen, and the middle classes are in 
an inflationary squeeze. No one is happy about the situation. The 
New York Times, an advocate of foreign aid, reported on the Afghan- 
istan situation in its issue of March 18 of this year in which it refers 
to the aid program as a boon that— 
has become a bitter burden that seriously threatens Afghan economy and presents 
the United States with a critical problem in a politically strategic area. 

Even when the foreign-aid effort is limited to simple agricultural 
techniques, it is a hazardous thing for a government such as ours, 
representing a highly industrialized and developed people, to go into 
the more primitive areas of the world and attempt to counsel the 
peoples there on how to improve their lot. The noted anthropologist 
Margaret Mead, with a group of fellow scholars, studied this problem 
for the United Nations, and reported on the pitfalls in a document 
entitled “Cultural Patterns and Technical Change.” 

Even so simple an innovation as an iron plow may have catastrophic 
consequences, Dr. Mead points out. It throws the carpenter out of 
work and upsets age-old community patterns. It requires heavier 
draft animals which in turn need more fodder than may be available. 

The wooden plow is light and can be carried from plot to plot, and 
as a farmer may have several widely scattered plots or strips to farm, 
the iron plow makes necessary a general rearrangement and consolida- 
tion of holdings. 

I am not suggesting that modernization would not be good for those 
cultures and peoples, but this is a task for missionary and philan- 
thropic agencies whose personnel dedicate their lives to the people they 
serve and who acquire from long experience an understanding of their 
needs and what can be accomplished. It is not a job for United States 
Government officials who go out for 2-year stints and who inescapably 
stand in the eyes of those people as representatives of a distant and 
alien power. 

I pass over the incentives to graft, corruption, and extravagance 
among the recipient countries which this gushing fountain of United 
States dollars provides, since these are presently under scrutiny by 
another committee of the Congress. I may only add that Washington 
has been on notice of these pitfalls. I was in Iran when the aid pro- 
gram was getting started—supposedly as a simple technical assistance 

and I saw the amazement of our officials there when they 
were notified by Washington that they were to have $50 million to 
spend during the following year. I am confident that their mis- 
givings were reported to their superior officers 
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Foreign-aid program promotes socialism and communism: A 
further criticism of the foreign aid program is that while the domestic 
policy of this Government is to preserve the system of private enter- 
prise among us by getting the Government out of business, in the 
conduct of our foreign policy it is putting foreign governments in- 
creasingly into business, financing programs that promote statism and 
socialism, and in other ways weakening attachment to the system of 
private enterprise. The United States is in fact doing concretely 
what Soviet Russia has been doing through propaganda: it is pouring 
out vast sums to promote totalitarian and communistic economic 
and political systems. It fosters 5-year plans, 7-year plans, state 
planning boards, imitation TVA’s; it has put governments into the 
electric-power business, into cement manufacture, into slaughter and 
meat processing, textile manufacture, tanning, sugar refining, milk 
processing, and other commercial undertakings. The list, if exposed, 
could be expanded enormously. 

Policy of subvention: The trouble with the foreign aid program is 
that it is too much concerned with dollars. It is a policy of state- 
craft by subvention that is familiar to history but rejected by the 
Founding Fathers as repugnant to the American spirit and character, 
as well as ineffective and illusory. 

When the French Directorate in 1797 asked for money in return 
for French political favor the cry of protest arose, ‘Millions for 
defense but not one cent for tribute.”” Instead, Congress voted 
money to establish an American Navy. 

The story of how the American Navy came into being can hardly 
be found in the high school history texts of today, and a generation 
has grown up unaware of the traditional American repugnance to 
statecraft by subvention. Today, the policy that the United States 
does not buy allies or favor has been dumped. ‘To placate the Arabs 
and Jews we offer to develop the Jordan Valley. To the Indians, 
we offer locomotive and steel mills; to the Egyptians we dangle the 
prospect of aid on a fantastic billion dollar power and irrigation 
scheme which will permit Egypt to double its population and its 
capacity for mischief. 

If subvention is a hard word, how else explain the official anxiety 
over Soviet bidding in the game? If the State Department is so 
piously concerned about a rising standard of living as an antidote to 
communism, then why its dismay at Soviet offers of ‘economic 
assistance’’? 

Actually, the question is not who is being bought but who is being 
sold. On several counts the State Department has not dealt frankly 
with the American people on the subject of foreign aid for Asia and 
the Middle East. 

‘The American public was given the idea at first that the program 
was in the nature of a simple agricultural demonstration, but from the 
start it has been a program of subvention. In Iran, where the 
program started, the largest single item the first year was for the 
purchase of sugar; some $10 million, I believe. Today, while the 
foreizn-aid strategists make much in the public press about the value 
of foreizn aid in raising living standards, in closed policy conferences 
the concern is about projects that make a show. The current offi- 
clalese for such projects is “monuments.” One official seemed to 
argue that a steel mill in India should be located near the pilgrim 





790 MUTUAL SECURITY ACT OF 1956 


centers so that as many millions as possible could see it, presumably 
with a large multilingual sign in neon ‘““Made in U.S. A.”’ Five years 
ago these officials were content with a less expensive model village 
set in the middle of a desert. 

The Department speaks reassuringly about our friends abroad. 
But who in the Department or outside can say which are our friends 
and which are not? The unkind words of our French friends uttered 
a few days azo came like an echo of the 1920’s. Who can predict 
what allies we nay have in case of war? 

The armies of Asia and the Middle East that we are equipping, do 
we know that they will fight, or if so with what zeal, or that they will 
remain neutral, or possibly turn their American-made weapons against 
the very people who supplied them? We have the recent case of the 
reversion of our good friends the Ceylonese, whose sentiments we had 
considered to be of the firmest. 

Aid program fails to meet basic problems abroad: The foreign-aid 
program is based on a misconception of the nature of the problem with 
which it deals. The foreign aid program is dedicated to the notion 
that the ills of Asia and the Middle East are economic at root, curable 
by the application of scientific techniques of production and by suffi- 
ciently large doles of money (United States variety). It goes on the 
theory that communism breeds on poverty and that the antidote to 
revolutionary unrest is a rising standard of living. 

Yet official reports in the files of the agencies show that there is no 
observable correlation between standards of living which the United 
States Government has spent billions of dollars to raise throughout 
the world and the political unrest and drift to communism in those 
areas where this money has been spent and is being spent. 

In Italy, for instance, communism is more widespread in pros- 
perous northern Italy than in poverty-ridden southern Italy; in 
Italian factories Communist strength is often greatest in those where 
working conditions are best, wage scales the highest, employee 
benefits the most liberal. Despatches to the New York Times from 
its German correspondent last December reported that— 
the consensus of year-end messages by representatives of the Government, industry, 
and organized labor is that prosperity in itself has not been an effective weapon 
against the Communist Party (issue of December 29, 1955). 

In Asia, it has been observed, the centers of unrest are frequently 
the universities, and the leaders of antigovernment and anti-American 
movements have been the well-fed, well-clothed, well-housed, and 
presumably well-educated students. This was my personal observa- 
tion during nearly a year of travel in the Middle East in 1951. 

One can but wonder at the lack of official courage in coming to 
grips with the true causes of unrest in Asia and the spread of com- 
munism. 

The facts are well known or should be well known to the depart- 
ments from their many competent observers abroad. These are that 
Communist strength in Asia arises primarily from dissatisfaction with 
misrule, economic and political injustice, official corruption, and like 
evils which the governments of the regions either condone or fail to 
attack. And anti-Americanism arises in large part from our indiffer- 
ence to these conditions in a preoccupation with what has come to be 
called abroad point 4 colonialism. 
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During some 8,000 miles of travel through the Middle East in 1951, 
studying the village and pastoral economy, I made many inquiries of 
peasants and nomads as to their dissatisfaction. The answers brought 
forth no complaint of living standards, despite the evident poverty, 
but much of such things as unjust landlord exactions, corrupt judges, 
indifferent police, military conscription, denial of the right to bear 
arms, and the like. 

When the citizens of Boston dumped 342 chests of tea into Boston 
Harbor on the night of December 16, 1773, they did not do so because 
of its quality, or its price, or because they preferred coffee, but because 
they were subjected to taxes, as Samuel Adams said ‘without their 
having a legal representative where they are laid.’”’ The foreign aid 
program assumes that the peoples to whom it ministers are somehow 
different from Americans, that they are obtuse to the political and 
social conditions of their existence and are responsive only to the 
material. 

The dollar approach to the problems of the world’s ills, the theory 
that “greater production is the key to prosperity and peace’’ ignores, 
or dismisses as inconsequential, the political and social causes of 
unrest, such as the faulty organization of government, official laxity 
and corruption, government intervention in the market, statism, 
inequitable taxation, imperfect judicial systems and venal courts, 
police brutality, chaotic civil service, nepotism, uncertain paydays, 
bureaucracy and overstafiing, loss of morale, official impotence and 
feeble leadership—these and others that could be named. 

The hunger for improvement which is prevalent abroad, the revolu- 
tion of expectations which we observe, is a hunger that will not be 
satisfied by the stones of superior mechanical and scientific techniques. 

As Minoo R. Masani, the Indian industrialist, speaking at Mount 
Holyoke College, said, ‘‘You have a feast to spread but you give us 
only the crumbs.’”’ Among the qualities which the United States 
might well share with the East, he went on to say, ‘“‘were love of free- 
dom, belief in the dignity of labor, the spirit of adventure, and a world- 
sized mind.”’ 

And I might add, it needs the informing ideas which govern activity 
in this country; it needs the dedication to a task which only attachment 
toa great religious faith can provide. I mention this because the only 
observable fruit of the foreign aid program in Asia and the Middle 
East has been the fires lighted by the personal witness of some of the 
more dedicated officials of the program. 

This is worthy of mention in a hearing such as this, because it goes 
to the very core of the question of American responsibility to the world, 
and the means by which this responsibility may be discharged. 

President Eisenhower, speaking impromptu and from his heart at 
the fourth annual prayer breakfast held in his honor on February 2 of 
this year in Washington, explained the background of the prayer which 
he said at his inauguration, by saying that he wished to lift up a wit- 
ness to the fact that a new Chief Executive was being inaugurated 
over a nation that was founded on a religious faith. ‘We are telling 
people that this Nation is still a nation under God”’ he said, and added, 
“This is terrifically important today.’’ 

What the President told the Nation at his inaugural, however, the 
foreign-aid program is failing to tell the people of the world; but rather 
it ls Saying in effect, through its emphasis upon money and techniques 
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and scientific paraphernalia as the cure for the world’s ills, that we are 
a Nation that worships Mammon. ‘Too much of the world believes 
the United States to be completely materialistic,’ the President de- 
clared, and it may well continue to do so if the concepts and hypoth- 
eses of the foreign-aid program are to become a permanent element 
in American foreign policy. 

In summary, the foreign aid program is bad policy for the following 
reasons: 

1. The program is inflationary both at home and abroad. 

2. The program is frequently demoralizing to recipient countries by; 


(a) unsettling traditional livelihood patterns; 
(6) fostering booms and fiscal extravagances; 


(c) inducing graft and corruption. 


3. The program stimulates statism, socialism, and communism 
abroad. 

4. The program is a statecraft of subvention that is contrary to 
American tradition and historic policy, that it is self-corrupting and 
ineffective ; 

5. The aid program nutures frustration, political unrest, revolu- 
tionary tendencies, and anti-Americansim among recipient peoples. 

6. The aid program gives a wrong idea abroad of the true sources of 
American vitality, well-being, and progress; 

7. The aid program fails to meet the basic problem to which it is 
dedicated. 

Chairman Ricuarps. Thank you, Mr. Groseclose. I judge from 
your argument that you are opposed to the entire concept of foreign 
aid? 

Mr. GrosecLose. As presently organized. 

Chairman Ricnarps. What kind of program would you suggest, 
just in a few words? 

Mr. Grosectose. If we are to have a foreign 

Chairman Ricuarps. I mean, do you think we should have one? 

Mr. Grosscioss. No; I don’t think we should have a foreign-aid 
program. 

Chairman Ricuarps. Were you against the thing from its inception, 
the Marshall plan and that whole idea? 

Mr. Grosscuioss. I tock no position on the Marshall plan. It 
wasn’t until these evils began to become apparent that I began to 
study the effect of them. I think there is a difference in the way it 
worked in Europe and the way it works in Asia and the Middle East. 

Chairman Ricnarps, Are there any questions? 

Mr. Smirx. Was your visit to the Middle East or to Asia confined 
to that visit in 1951? 

Mr. Grosectose. I have been three times in the Middle East. 

Mr. SmitrH. What periods? 

Mr. Grosscioss. In my youth I taught in a mission school in 
Iran. During the war I served as Treasurer General of Iran; and in 
1951 I went out again under a Fulbright grant to study the village 
and pastoral economy. 

Mr. Situ. Do you speak the language? 

Mr. Groseciose. They speak several Janguages in Iran. I learned 
a little Turkish on my first visit, a little Persian on my later visits. 
But I used an interpreter. 
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Mr. SmitH. You perhaps know that the biggest share of this bill 
that we have before us provides for considerable military assistance. 

Have you gone into that phase of the bill? 

Mr. Groseciose. I am not an expert on military affairs, Mr. Con- 
oressman. I am familiar with the Middle East. I have some obser- 
vations on the effect of military expenditures there, their effect upon 
the economy and upon the people, but not on the matter of strategy. 

Mr. SmirH. Do you think the spending of that money for that pur- 
pose is inflationary? = hat 

Mr. GrosecosE. It is inflationary, and I think ineffective, because 
these people have no particular reason for fighting. To give them 
arms doesn’t create a fighting spirit. 

Mr. Smita. How many of the point 4 or the technical assistance 
projects have you visited, do you recall? 

Mr. Grosecxiose. I visited, I think, all of them in Iran at the time. 
I visited those in Isfahan, Meshed, those around Teheran and those in 
Tabriz. 

Mr. Smrra. Was the program making any effect upon the people 
there from the standpoint of raising standards of living? 

Could you see any effect along that line? 

Mr. GrRosEcLose. In inconsequential areas, yes; small effect upon 
the standard of living. The important thing upon the standard of 
living is the desire for improvement. You have to have a morale. 
More can be done by a dedicated landlord than by alJ the point 4 
money. I observed that. 

I met one landlord who got the idea that he should do something 
for his people. In 4 years he had multiplied the revenues of the village 
by simply showing interest in the problem. He did it without any 
foreign-aid assistance. 

Mr. Smita. Do you think it is possible, Mr. Groseclose, for us by 
the kind of assistance we are giving to raise standards of living; or 
are standards of living a byproduct of the economy? 

Mr. Grosecuose. The standard of living is a subjective matter. 
It is what a person considers and what he seeks. I am not sure 
whether I make that clear. You can give a person shoes in India, 
but if he doesn’t wear them has his standard of living increased or 
not? He has to have a desire for a better way of life. 

What I am trying to get at is, before you can have a higher standard 
of living you have to have a higher moral standard, a higher political 
standard. Those things come first. The standard of living is a 
byproduct of the political, moral and social conditions of a people, 
not the reverse. 

Mr. Smita. Which they must attain themselves? 

Mr. Grossciosse. They must attain that themselves. If we want 
to help these people, we might do so by giving them some of the bene- 
fits of our experience in government itself. That is the proper 
function of government. Government is not primarily engaged in 
farming or in manufacturing, but it is engaged in government, which 
is primarily the administration of justice, the maintenance of the 
security of the people. We have learned a great deal about how to 
organize ourselves—civil service reform, honest courts, court admin- 
istration, and the like. We could give these people the benefits of 
our experience in those fields, and it might be of some help to them. 
But to give them money or a standard of living, we are not capable 

75009 —56——51 
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of doing that, in the first place. All the billions we produce wouldn’t 
mean much in that sea which is India. 

Mr. CARNAHAN. You say that you are opposed to the foreign-aid 
program. I thought you were about to respond to a former question, 
that if we are to have a program you were going to make a suggestion 
of what you thought it should be. 

Mr. Grosecuose. I was. I think it should be limited to assistance 
in governmental techniques. For example, the Shah of Iran has shown 
on many occasions his concern for court reform, judicial administra- 
tion. In his speeches from the throne he frequently refers to that. 
There has been an effort there. So far as I know, we have made no 
offer of assistance to that country in promoting judicial reform, 

The country faces a very serious problem in their opium production. 
They recently passed a decree forbidding the production of the 
opium poppy. 

In the twenties the control of opium was a serious objective in our 
diplomacy abroad. I think we were willing to assist in the suppres- 
sion of opium production. If the growing is suppressed, the farmers 
would need assistance in changing to other crops. So far as I know, 
we have made no offer of technical assistance or other assistance in 
this battle against this serious social evil, which is not only of concern 
to them but of great and growing concern to us. 

Mr. CarNnAHAN. You believe, then, there are problems throughout 
the world that we should offer technical assistance in their solution? 

Mr. GrosecLose. Yes, I do. In fact, it is inescapable that a 
country as great and influential as this will offer assistance. We have 
offered disaster assistance since the first days of the Republic. I 
think the first such appropriations in Congress were for relief to 
refugees of Santo Domingo back in 1794. But programs of continuing 
largess to other countries—you are speaking about a different thing. 

Mr. CarnaHan. That is all. 

Chairman Ricuarps. Mr. Hays of Ohio. 

Mr. Hays of Ohio. What communistic political system are we 
promoting out in that area? You say in your statement we are 
doing that. 

Mr. Grosecuose. We are creating unrest in many areas, and that 
leads to communism because they turn to Russia. 

Mr. Hays of Ohio. You don’t say that. You say that we are 
pouring out vast sums to promote totalitarian and communistic 
economic and political systems. 

Mr. Grosec.ose. The total effect of this foreign-aid program is to 
promote a communistic form of government, a totalitarian form of 
government, where all the economic effort is centered in the state. 

India last week announced further measures toward implementation 
of a totalitarian program. They have been moving toward that 
steadily, gradually but steadily for several years. 

If we give them money to erect a steel mill, it will be run by the 
state. 

Mr. Hays of Ohio. Let us, for the sake of argument, say that India 
is moving in that direction. Do you think that the reason they are 
moving to that is because of the foreign aid we have given them? 

Mr. GrosecLose. There are many factors that lead to that effect. 
Our efforts support that movement. It is not contrarywise; it con- 
tributes to that movement. 





MUTUAL SECURITY ACT OF 1956 


Mr. Hays of Ohio. What other place besides India would you say 
we were supporting a communistic system? 

Mr. Grosectose. I think you can find tendencies that way in Iran, 
where they are gathering more and more of the activities within the 
state orbit, state enterprises of various sorts. They have been doing 
it with American money. 

Mr. Hays of Ohio. They wouldn’t have done it if they didn’t have 
American money? 

Mr. GrosEcLosE. They may have, but we have contributed —— 

Mr. Hays of Ohio. When you were in Iran didn’t the little ruling 
clique that also sat in the legislature run the whole country? 

Mr. Groseciosr. They have for years. 

Chairman Ricuarps. Thank you, Mr. Groseclose. Mr. Andrew J. 
Biemiller is our next witness. It is good to see you again. Will you 
please state your position for the record? 


STATEMENT OF ANDREW J. BIEMILLER, LEGISLATIVE 
REPRESENTATIVE, AFL AND CIO 


Mr. Bremitier. Mr. Chairman, my name is Andrew J. Biemiller. 
I am a legislative representative for the American Federation of 
Labor and Congress of Industrial Organizations, with offices at 815 
16th Street NW., Washington, D. C. 

Chairman Ricnarps. Mr. Biemiller, are you following the state- 

ment which we have before us? 

Mr. Bremitier. I will, except for the long quotation from a con- 
vention resolution that I assume you will print as part of the record. 

Chairman Ricuarps. Very well, sir. 

Mr. Bremitter. The American Federation of Labor and the 
Congress of Industrial Organizations is testifying today—for the 
first time—as a merged organization, on mutual security legislation. 

What we have to say here today, however, represents no basic 
departure from firm beliefs which have been expressed separately by 
the American Federation of Labor and by the Congress of Industrial 
Organizations since programs of foreign aid and technical assistance 
were first undertaken by our Government. The views of our organi- 
zation are, instead, the logical extension of these beliefs. 

The importance and the urgency of military and economic foreign 
aid programs are underlined by recent developments on the inter- 
national scene. We are witnessing the spectacle of the present-day 
emissaries of the Communist conspiracy as they maneuver with fresh 
weapons from their arsenal. These international carpet-baggers, 
while masquerading as benevolent “big givers” and purveyors of 
peace, are offering such inducements as cut-rate arms to the Middle 
East, a multimillion dollar loan to Afghanistan or a hydroelectric 
dam in Egypt. At the same time, we hear from them the ominous 
warning that the Soviet Union, leader of the conspiracy, has made 
far- reaching advances in the development of hydroge n missiles. 
Soviet diplomac: y is undergoing a face lifting, with new emphasis on 
economic action particularly in the underdeveloped regions of the 
world. 

At the founding convention of the AFL-CIO in New York, Decem- 
ber 1955, it was noted that: 
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Unlike preceding international crises, the present struggle between the Com- 
munist dictatorships and the free world is not a collision between two power blocs, 
in the old 19th century sense, but between two conflicting ways of life—democracy 
(despite all its imperfections), and Communist totalitarianism with its all-embrac- 
ing program of world conquest and transformation. Soviet imperialism seeks to 
subvert and conquer the free world and remold all society in line with Communist 
preconceptions of a new social order. This vital difference between the old 
imperialisms and the new Soviet imperialism accounts for the continuous character 
of the present crisis as distinct from preceding ones. 


Soviet tactics may change rapidly but the dominant strategy 
remains the same. (Thus, victims of one purge become posthumous 
heroes of another.) In the face of these events, it is extremely urgent 
that our Government fashion a foreign policy that can meet the mili- 
tary, economic, and political challenge of our time. There must 
not be any reduction in our military preparedness and consequent 
weakening of our national strength. We must provide an adequate 
economic aid program to the friendly peoples of Asia, Africa, and Latin 
America. As long as the threat of Soviet expansion continues to 
exist, we must provide our allies with adequate military strength 
to deter aggression. The lesson of Soviet duplicity is clear for us to 
see; it would be dangerous and well-nigh fatal for the free world to let 
its guard down at this critical juncture in world history. 

We would also like to suggest that, in view of the need which rises 
in connection with large-scale economic projects, some device must be 
found which assures a measure of continuity in these programs from 
one Congress to another. Obviously many programs of economic aid 
take more than a year or two to complete. 

In 1949, the AFL convention stated that: 

Hunger and poverty and despair are the strongest allies of dictatorship and war. 
The surest way of safeguarding democracy, security, and peace is to raise the 
standards of living of the peoples of the earth. As the leading democratic country 
and the nation with the highest industrial development, we have the greatest 
moral and material responsibility for helping the peoples of the world to harness 
modern technology in the service of human well-being, peace and social progress 
and international harmony * * *. The struggle between the forces of human 
freedom and the battalions of totalitarian despotism for the souls and minds of 
men is fast approaching the hour of decision. 

That struggle is implacable and relentless. It is dangerously foolish 
to deceive ourselves, to become complacent, to isolate ourselves, to 
accept rosy statements from some quarters of our Government that 
all is well with the world. Crises ranging from the exploding Middle 
East to Indonesia bear sharp contradiction to the sunny optimism. 
And we can be assured that the supersalesmen of the Soviet Union— 
their territory the world—are moving with their sample bags of weap- 
ons, commodities, and other special projects to ensnare the unwary. 

What can be done to meet the challenge? If we are to lead the free 
world in the contest going on, we must be prepared to intensify our 
own offensive in the cause of freedom, peace, and social justice. In 
the early years after the Second World War, the United States moved 
swiftly, brilliantly, and with telling results. As the CIO noted during 
its 1950 convention: 

The continuing success of the European recovery program in most of the 
participating countries is a source of considerable satisfaction * * *. The dis- 
appointments with the results accomplished in a few of the countries are accented 


by the manner in which they stand out against the larger background of the 
program’s general success. 
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In Europe today, the ERP stands out as a monument to enlightened 
and forceful American statesmanship. Together with establishment 
of the North Atlantic Treaty Organization, it immeasurably strength- 
ened western unity. Today, direct economic aid has shifted from 
Europe to other regions of the world. We strongly hope that the 
nonmilitary sections of the treaty setting up NATO will receive more 
consideration than has hitherto been accorded to them. As the 
AFL-CIO convention declared in New York, in December, 1955: 

This implementation of the London-Paris accords should be combined with a 
program to enable NATO to fulfill not only its primary purpose as a military 
defense body but, in addition, as an organ for greater economic and political 
cooperation in advancing peace, human rights, and improved living standards. 

NATO must be developed beyond a purely military alliance. In 
setting up article 2 of the treaty calling on member nations to “pro- 
mote conditions of stability and well-being,” the drafters were fore- 
sighted. The task in Europe is by no means completed. Integrated 
economic assistance—multilaterally organized through NATO can 
give greater substance to the concept of a real unity in Western 
Europe. We believe that legislators such as Congressman Harrison 
Williams of New Jersey and others should be applauded for their 
efforts on behalf of a revitalized North Atlantic Treaty Organization. 

Several years have elapsed since the enunciation of the Marshall 
plan as a means to share abundance, strengthen freedom, and attain 
peace. There has been an opportunity to analyze its effect. The 
American labor movement has not withheld its criticism of certain 
phases and operations of the European recovery program, notably 
of the agonizingly slow rate of transformation of aid funds into 
bread-and-butter benefits for European workers and farmers. The 
existence in France and Italy of large numbers of workers who are 
under Communist domination is witness in part to the tasks ahead. 
There can be little disagreement, however, with one salient fact: 
The foreign-aid program in Western Europe gave that vital area a 
much needed breathing spell in which it could recover from the ravages 
- war and steel itself against the threat of expansion by the Soviet 
snuon. 

Today, the key critical area crisis is in the underdeveloped regions of 
the world. More than two-thirds of the world’s population inhabit 
these areas in Asia, Africa, the Middle East, and Latin America, and 
many of them live in squalor and human degradation almost beyond 
description. In these areas are the countries very recently come to 
independence and many territories whose inhabitants are striving for 
national freedom. No reasonable man can deny that the problems 
springing from these complex aspirations of nationalism and the desire 
for social betterment are enormous and extremely difficult. But it 
is precisely here that the battle lines of democracy and freedom versus 
communism and totalitarianism are becoming tightly drawn. It is 
precisely here that human misery in the form of abysmal poverty, 
pitiful health conditions, and woeful housing provide the easy path 
of exploitation by the Communist imperialism. 

In the point 4 concept, the United States made a good but too 
modest beginning. I am sure that you have heard innumerable pages 
of testimony which illustrate the great achievements made in the 
various technical assistance projects undertaken by our Government 
or through the United Nations, designed to improve agricultural 
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output, raise the standards of health, and close, if ever so little, the 
gap between the “have-not” nations and the “have” nations. There 
are many wonderful tales of the work of American trade unionists, 
farm experts, scientists, and educators who have carried the point 4 
banner to distant lands and who have established the kind of shirt- 
sleeve, person-to-person relationships that could revolutionize modern 
diplomacy. 

We believe greater emphasis should be given to multilateral pro- 
grams. We have already pointed to the need for enlarging NATO’s 
economic potential through implementation of Article II. In the 
same spirit, we urge more effective use of the United Nations and its 
specialized agencies. As one example, the AFL-CIO convention in 
December 1955 suggested that the— 


Special United Nations Fund for Economic Development (SUNFED) provides 
real possibilities for the fundamental improvement of the economic conditions of 
needy peoples * * *, 


The multilateral approach, moreover, makes use of instrumentalities 
in the form of permanent international organizations, where the prin- 
ciple of continuity is emphasized and, perhaps, can be more readily 
implemented. 

In summary, I would like to commend to the attention of this 
distinguished body a number of cardinal principles of international 
constitutional policy set forth by the first convention of the American 
Federation of Labor and Congress of Industrial Organizations, in 
December 1955, which bear on the question of mutual economic and 
military security of the Free World. 

Chairman Ricwarps. Without objection, the material wili be placed 
in the record at this point. 

(The material referred to is as follows:) 


Effective foreign policy cannot be improvised and piecemeal. It must have 
a clear and definite orientation and be consistently sustained and vigorous in its 
application. Its motivating and paramount aims must be the mobilization of 
all our moral and material resources for developing a system of international 
relationships to maintain peace, protect freedom and national security, and enable 
& growing population to enjoy a rising standard of living. 

Integration of our foreign political and economic policies is essential. If the 
great technical resources and mighty industrial potential of the United States 
are to be geared to increasing the productivity, raising the purchasing power, and 
improving the living standards especially of those economically underdeveloped 
countries which are devoted to human liberty and peace. 

Underdeveloped and undeveloped continents and regions, where many hundreds 
of millions nurse their grievances and their hopes—constitute a fertile field for 
Communist operations. In dealing with rudimentary human problems the world 
over, we must be primarily concerned with two immediate needs—the need for 
food, health, and irrigation in the underdeveloped countries, and the burning 
desire for independence and equality. By ministering to such fundamental 
needs we will be on firmer ground as we seek to win new adherents to the free 
world. 

We know that communism is a false solution; we believe that democracy is the 
true solution. Communism is weakened when democracy is strengthened. 
The representatives of democracy must go out into the underdeveloped regions 
with specific plans, programs, and projects to help raise living standards, for 
helping to end all colonialism, for winning these peoples as equal members of the 
free-world community. Thus, we will make it possible for them to have a stake 
in the defense of a civilization worth defending. : 

Our country has done some of this. UNRRA was a beginning. American 
labor supported the Marshall plan because it was conceived and largely admin- 
istered in this spirit. Point 4 was an imaginative gesture in the same direction 
but tragically too little. Our responsibilities include, but are not limited to, 
a firm and effective military defense of established positions against Communist 
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subversion and aggression. Positive measures for social and economic better- 
ment are au indispensable part of the program for the defense and victory of 
the free world * * *. 

Welcome as our allies self-reliant, independent nations held together by binding 
principles and cooperating for space, freedom, and human well-being. Satellites 
or vassals herded together by fraud and force cannot serve peace and freedom. 
A common purpose, sense of urgency, and machinery for permanent cooperation 
are indispensable to the collective security of the allied free peoples. The struggle 
for peace and freedom demands not only military strength sufficient to deter 
and defeat aggression but the development of the alliance into an association of 
free peoples for positive political and economical cooperation and mutual 
assistance. 

Rejection of all colonialism—the old declining Western as well as the new 
rising Soviet colonialism—should be cardinal to our Nation’s foreign policy * * * 

Invigorated efforts to promote international cooperation for enabling all man- 
kind to share the benefits of the peaceful utilization of atomic energy and tech- 
nique. To assure the people’s sharing equitably in the benefits of the atoms for 
peace program, the free trade unions should be represented in the planning and 
setting up of such projects * * *. 

It is imperative that there be a marked expansion of cultural, political and 
economic relations among the nations of the Western Hemisphere with a view 
of raising living standards, strengthening democracy, and enabling the entire 
New World to play a unified and greater role in the preservation of peace and the 
furtherance of freedom * * *, 


Mr. BremruLer. We would like to reiterate one salient principle. 
No foreign aid program—bilateral or multilateral—can be truly 
meaningful unless it can be translated into real and lasting benefits 
for those who toil. Recovery and rehabilitation, industrial develop- 
ment, and technological progress will remain surface manifestations 
until their fruits are more fully shared by the working people of the 
world. The American labor movement will not be idle observers of 
the struggles of workers everywhere, to advance their standard of 
living, to attain and to maintain their freedom. In concert with free 
trade unions everywhere, we shall do our part. 

Chairman Ricuarps. Thank you, Mr. Biemiller. I think that is a 
very good statement. 

Are there any questions? Mr. Jarman. 

Mr. JARMAN. I would like to have the gentleman’s comment on one 
statement that we have heard in testimony preceding his this morning. 

A prior witness states on page 11 of his statement: ‘Official reports 

in the files of the agencies show that there is no observable correlation 
between standards of living which the United States Government has 
spent billions of dollars to raise throughout the world and the political 
unrest and drift to communism in those areas where this money has 
been and is being spent.’’ 
_ And then in particular he says, “In Italy, for instance, communism 
is more widespread in prosperous northern Italy than in poverty- 
ridden southern Italy; in Italian factories Communist strength is often 
greatest in those where working conditions are best, wage scales the 
highest, employee benefits the most liberal.’’ 

I wonder if the gentleman would comment. 

Chairman Ricnarps. You are referring to Mr. Groseclose’s state- 
ment, aren’t you? 

Mr. JARMAN. Yes. 

Mr. Bremituer. I could not concur with the basic assumption of 
that statement. It is true that Italy is a country that has been a 
battleground between Communist-led unions and unions that are 
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affiliated with the free trade unions, through the International Con- 
federation of Free Trade Unions. 

I am happy to report that within the last couple of months in some 
very signiheant union elections held in Italy that the non-Communist 
unions are now showing substantial and solid gains. One of the most 
recent of those was in the Fiat plant, for example. 

We are of the opinion that the continuing work that is being done 
through the ICFTU, with the encouragement of the free trade unions 
everywhere, will bear sufficient fruit to show that the non-Communist 
unions of Italy will come out on top in that struggle. 

Mr. JARMAN. You are taking the position that the surest way of 
safeguarding democracy and combating the rise and spread of com- 
munism is in an effort to raise the standards of living of the people 
of each country? 

Mr. Bremi.uer.* Very definitely. I am willing to admit that this 
is not an absolute, that there are other factors involved. One of the 
things that I paid just fleeting reference to in my statement is the 
great value of person to person contact that has been developed 
through point 4. The same kind of contact that has been done also 
by private organizations. We think the mixing of peoples is a very 
important part of this program. Just as a minor part of that pro- 
gram, the visitations of European union leaders, as well as leaders of 
other economic segments to this country, we feel has definitely been 
of great value to us. 

We have also found the same thing with some of the Asian leaders 
who come over her. We can give you concrete examples of Asian 
leaders who have been meeting with our people through the past 3 or 
4 months, and I think now have a much different understanding of 
the American nation than they did before they were over here meeting 
with our people. 

Mr. JARMAN. Your general statement has been in such contrast to 
the theme presented by Mr. Groseclose that I simply wanted to get 
a comment from you. 

Chairman Ricuarps. Mr. LeCompte. 

Mr. LeCompte. No questions, Mr. Chairman. 

Chairman Ricuarps. Mr. Smith. 

Mr. Smiru. Andy, I am interested in this matter of raising standards 
of living. I want to say that I concur fully in your last statement, 
at least this sentence: “No foreign aid program, bilateral or multi- 
lateral, can be truly meaningful unless it can be translated into real 
and lasting benefits for those who toil.” 

How do we go about doing that? 

Mr. Biemitier. We think the problem there is to make sure—are 
you talking now in terms of the committee? 

Mr. Smiru. I am talking about the part we play in this program. 
How can we make sure that the people who should have the benefits 
of what we are doing really get them? I have in mind this situation. 
A few years ago we sent a large shipment of grain to India. The 
theory was that we were going to a. the starving people of India. 
That grain was consigned to the Indian Government, which sold it in 
ordinary commercial channels. 

I think this committee was informed that not to exceed 5 percent 
actually got down to the poor starving Indians. With all the money 
we have been dumping in, $51 billion, the standards of living of some 
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of these countries haven’t been raised. The housing situation in 
France today is bad. It has been bad since the end of World War I. 
Why is it? Because there are certain groups in France who are not 
concerned with the welfare of those who are at the lower levels. 

I say it seems to me that it presents a very difficult problem for the 
United States to say to the French Government, ‘‘Now, whatever we 
do for you, you must see that the people who toil get the benefits.”’ 

Mr. Bremutter. There is a grave political question there, I will 
crant you, as to how much interference can be exerted by our Govern- 
ment. 

The Benton amendment fight, I am sure you recall, was part of this 
situation. It is perfectly true that the American labor movement was 
among the most vocal in criticism of certain things that were not done 
in the French recovery program. 

We felt that certain of the benefits of nationalization of industry 
were not being passed on properly to the workers, that there was too 
much staying up on top and not enough getting down to the workers, 

I don’t Scie ane far we can go to press our views on foreign govern- 
ments. I think you have a better chance to make headway through 
NATO. With the talk that we have now heard, starting with some 
Members of the Congress, and now from some members of the ad- 
ministration, that possibly the economic aspects of NATO can be 
emphasized. It is probable we will get more action out of the kind of 
development you have in the European Iron and Steel Community, 
that kind of action, growing out of NATO. 

I don’t know if you are aware of the fact, Congressman, that before 
the European Iron and Steel Community was formed there had been 
conferences held by the free trade union leaders of the steel unions 
in those areas of Western Europe, looking toward economic coopera- 
tion. At the moment we are very much interested in the EURATUM 
proposal that is now being developed in Europe. 

We think there may be a chance of getting that age old dream that 
Americans have of a united Europe, through economic cooperation 
which then obviously will reflect itself in the political life of the several 
countries involved. 

I know what is worrying you, and it worries us, that we don’t want 
to be the United States Government coming in and saying, ‘You do 
it this way.” 

That is a tough problem. 

Mr. Smiru. Then, of course, we do have a situation that we all 
recognize, I am sure, namely, the situation of cartels and monopolies. 
I dare say at the bottom of the failure to get this largess to the people 
who toil is that very situation. 

Mr. Bremituer. A very serious question that we have criticized on 
more than one occasion, and will continue to. But we are hopeful, 
that out of NATO’s preferred activities you will have an indirect 
attack on cartels. 

Mr. Smitx. We tried to do it under the Marshall plan and a dozen 
others. They wouldn’t unify themselves. We had hoped that there 
would be this federation and it went down the drain. 

Mr. Bremituer. We are still optimistic that with the beginning of 
the Iron and Steel Community we can get something done. 

I want to emphasize again, while we are critical and while some of 
us are disappointed with certain of the results, by and large the Euro- 





802 MUTUAL SECURITY ACT OF 1956 


pean recovery program did put Western Europe back on its feet. The 
Italian worker is today better off than the Russian worker. 

Mr. Smirx. That is true in France? 

Mr. BremiLuer. Yes. 

Mr. Hays of Ohio. I would like to say a word about the housing 
situation in France. I have been in many of the provinces of France 
in the past year, and the thing that I was more interested in than any- 
thing was that any place you looked there were big apartment build- 
ings being built for the first time since the war. 

Many of them were luxury-type apartments. I questioned that. 
I was told the same thing that [ heard argued here when the proponents 
of no more Government-financed housing were on the floor, that 
luxury apartments certainly go to people with high incomes who can 
afford them, but there is a general loosening up all down the line, and 
somebody moves into an apartment they left and somebody moves 
into that one and so on. 

I don’t know if that is an effective argument or not. Right here in 
Washington I think we can all remember when you couldn’t rent an 
apartment for love nor money. All the construction here went into 
apparently luxury types, but there was a loosening up eventually. 

While it might not be what we would like to see in France; on the 
other hand, would you say that we are the ones to go in and say “You 
build low-cost housing? We are telling you to do it,” or should we 
let them work it out for themselves? 

Mr. Biemiturr. I would agree that we are getting into a very 
difficult political situation, if we try to tell the French or any other 
nation exactly how they are going to operate. That is why again | 
come back to this NATO concept as a possibility. 

May I also point out along that line, Congressman Hays, that in 
Hamburg, Germany, they have been adding 2,500 units a month in 
housing. There has been some real work done. 

I think one of the reasons for that particular Hamburg situation 
is, again in part to answer some of the questions you were asking, 
Congressman Smith, that you find in that area a greater cooperation 
on an official basis of the free trade unions of Hamburg in that work. 

We would like to again urge, as we have every time we have come 
before this committee, that in all programs of foreign aid that the 
economic organizations of the free countries and particularly, the free 
trade unions, be given some chance in helping develop these programs 
and helping to develop and administer policy. 

We are working throughout the entire world with the free trade 
unions, and I can’t stress too strongly the value of that work, as we 
see it. But from time to time we find the free trade unions are sort 
of frozen out in their respective countries. 

We will continue through the ICFTU, and we hope through the 
kind of programs that the American Government establishes, to give 
the workers greater participation in the programs. 

Chairman Ricuarps. Do American representatives of the free-trade 
unions collaborate and advise in these programs in most of these 
countries? 

Mr. Bremiuuer. In most of them. We have certain criticisms as to 
the way the program is carried out. Basically, yes, we have been 
participating. Many of our people who have been over there and 
worked on one program or another. At the moment the head of our 
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International Department is in Germany on a 2-month tour, along 
with other union leaders, to help and assist developments there. 
the EURATUM proposal is one of the things we are working on there 
at the present time. 

Chairman Ricuarps. Thank you, Mr. Biemiller. 

Mr. Bremititer. Thank you very much. We appreciate the chance 
to appear before your committee, Mr. Chairman. 

Chairman Ricnarps. Mr. Waldo Chamberlin. Mr. Chamberlin, 
will you please state to the committee who you are and the capacity 
in which you come here? 


STATEMENT OF WALDO CHAMBERLIN, DIRECTOR, COUNCIL FOR 
SOCIAL ACTION OF THE CONGREGATIONAL CHRISTIAN 
CHURCHES, WASHINGTON, D. C. 


Mr. CHAMBERLIN. My name is Waldo Chamberlin and my address 
is 213 Thompson Shore Road, Manhasset, Long Island, N. Y. 

I am a professor of political science at New York University. I am 
appearing before your committee today to testify on behalf of the 
Council for Social Action of the Congregational Christian Churches 
with respect to H. R. 10082. 

I am a member of the internationa] relations committee of the 
Council for Social Action. The council is composed of a board of 18 
persons elected by the General Council of the Congregational Christian 
Churches which is the representative body of our 5,536 churches and 
1,310,572 members. 

The Council for Social Action has been given the responsibility by 
the general council of helping the individual churches make the 
Christian gospel more effective in society in the areas of international 
relations, race relations, and economic affairs. 

I should like to make clear, at this point that according to our 
policy each individual church and each national board speaks only 
for itself. In my capacity as a witness today I am, therefore, speaking 
only for the Council for Social Action of the Congreyational Christian 
Churches. 

I would like your permission to submit two papers for the record; 
the first entitled “‘A Critical Situation in United States Foreign Aid,” 
was prepared by the international relations committee of the Council 
for Social Action and was unanimously approved by that council. 
This paper has been sent out to 5,500 of our church leaders all over 
the United States. 

The second paper, entitled “Congregational Christian Resolutions 
on Technical Assistance,”’ contains the texts of resolutions adopted 
by the General Council of the Congregational Churches, and by 
regional conferences in Iowa, New Jersey, Nebraska, and northern 
California. 

Chairman Ricnarps. Do you have that statement? 

Mr. CHAMBERLIN. Yes, sir. I don’t wish to read that. 

Chairman Ricuarps. There are two statements? 

Mr. CHAMBERLIN. Yes, sir. 

Chairman Ricnarps. We will put those two statements in the 
record. Even though this involves putting a lot of material in the 
record, without objection, that will be done at this point. 

(The material referred to is as follows:) 
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A Criticat Srrvuation 1n Unrtep States Foreien Arp 


An Analysis With Recommendations for Action by Members of the Congregational 
Christian Churches Prepared by the International Relations Committee of 


the Council for Social Action 


Note.—While the following is not a CSA policy statement, its basic point of 
view is supported in numerous CSA policy statements and also in resolutions 
adopted by the general council. 


THE PRESIDENT’S PROPOSAL 


President Eisenhower has appealed to Congress to approve a greatly expanded 
foreign-aid program, to start July 1, 1956. The actual amount appropriated 
by Congress last year for the total mutual-security program was $2,700 million. 
For the coming year the President is asking for $4,859,975,000. The bulk of this 
is to be spent for military programs and military support. 

While the committee is not opposed to a military-defense program, it believes 
that much greater emphasis should be put on economic and technical aid. The 
figures are as follows: 


1956 appro- Asked for 
priation 1957 


eee ——_———— — 


Development assistance $ $170, 000. 000 
Technical cooperation (including contributions to U. N. and OAS programs) - , 000, 157, 500, 000 
Asian Economic Development Fun 100, 000, 600 
Middle East and African Development Fund 100, 000, 000 
Foreign atomic reactor projects 5, 950, 000 


415,000,000 | 533, 450, 000 


If Congress appropriates all that is asked, the United States will respond to the 
resent need and the present situation with only about $100 million more than 
ast year. 

THE COMMITTEE RECOMMENDS 


1. That the members of our churches support, as a minimum, the amounts 
requested for economic aid, with emphasis on Asia, Africa, and the Middle Fast. 
t 2. That the members of our churches urge congressional approval of a long- 
term commitment, involving at least $100 million in each of the next 10 years. 
(This is the administration proposal.) 


SPECIFIC ACTIONS 


If you are in agreement, these are some of the things you will want to do: 

Let the President know you support his appeal. 

Urge the President to explain the situation and the need to the American people. 

Write to Mr. John B. Hollister, Director of the International Cooperation 
Administration, Washington, D. C. (He is a key person and should hear from 
those who favor economic aid.) 

Write or speak to your Senators and your Congressman. (Congress has regu- 
larly reduced the amounts for economic aid requested by the administration. 
There is important opposition in Congress, both to the size of the new program 
and to long-term commitments.) 

Help to educate the public through local meetings, letters to your newspaper 
and, where possible, seeing to it that these viewpoints are heard on radio and 
television. 

4. The next few weeks will be crucial. 


ANALYSIS 


™ The newer and underdeveloped countries, the principal recipients of United 
States nonmilitary aid, have three chief goals. They are resolved to stay clear 
of any foreign domination. They are committed to programs designed to raise 
their living standards. They passionately desire to avoid another world war. 
Of these three goals, the resolution to resist direct or indirect attempts to push 
them around and the fear of war may at times be even more important in their 
minds than the need to raise their living standards. 
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It is partly because the United States has not fully appreciated these objectives 
that its foreign aid has failed to have the effect Americans hoped for. If our aid 
programs are basically intended to promote freedom and human well-being, we 
have not succeeded in proving this to those who need our help. Some non- 
Communist countries have actually refused our aid, while accepting aid from the 
Soviet Union. Where our aid has been accepted, as in India, it has not created 
the desired degree of mutual confidence and friendship. 

The situation is serious. The political future of Asia, Africa, and the Middle 
East is by no means decided. Governments in these areas are under heavy and 
mounting pressure from their people to make progress in the fight against poverty, 
to remain masters in their own houses, and to refuse cooperation with policies 
that might involve them in world war. These pressures can, and to some extent 
do, incline the governments to accept aid from any source, provided no strings are 
attached and the emphasis is on peace. 

A government as the trustee for a nation should base its policy on a broad and 
imaginative view of national interest. The church and the Christian citizen can- 
not accept even the most enlightened conception of national interest as the final 
criterion of national action. There may be situations in which these two ap- 
proaches are in serious conflict. This is not, however, true of foreign economic aid 
for this can be based upon the common interest of our own Nation and of the other 
nations affected. This fact of common interest makes it natural to support policies 
of economic aid both for reasons of national interest and because of our concern for 
the welfare of other nations. Christians who know that “to whom much is given, 
from him shall much be required,’’ should feel obliged to support such programs 
even when they involve personal sacrifice. 

The real conflict in America at present is between a narrow and a broad view of 
national interest. It seems to be true that only the kind of sympathetic imagina- 
tion that accompanies a generous spirit and real human concern for the welfare of 
other peoples enlarges the vision of a nation so that it sees where its own true 
interest lies. The true interest of the United States does not mean that it should 
insist on a quid pro quo for foreign aid in terms of subservience to its national 
defense, or even in terms of expressed agreement with our foreign policy. Our 
chief concern should be that other nations in the free world become politically and 
socially healthy, that they may have the will and the strength to maintain their 
freedom. 

THE BASIC FOREIGN ECONOMIC AID POLICY 


United States economic and technical aid should be given as part of a positive 
demonstration of the resourcefulness, the confident faith, and the efficiency of 
Western democracy. Our policies have been too defensive and negative in 
character. What is needed is not merely to unmask and frustrate communism 
but to create enthusiasm for the best things America stands for. If Asia and 
Africa need a better understanding of the Communist threat, the United States 
needs more understanding of their actual and deeply felt needs. We must give 
our aid, not primarily as those who are afraid of something but as those who want 
to help meet these needs, who believe in something and who have a heart. This 
means that we shall not, in panicky fashion, seek to outdo Russian promises and 
performances. To do this will increase the suspicion that we are not interested 
in people for themselves but only in what they can do to help us. Not forced and 
reluctant competition, but loyal and resourceful partnership with all free societies 
in building a free and more prosperous world should be our goal. 


HOW MUCH SHOULD THE UNITED STATES GIVE? 


The amounts of money we make available, in loans and grants, to other countries 
should be determined by the capacity of these countries to make good use of the 
aid, not merely by considerations of domestic budget-balancing. This is a safe 
criterion because, even if United States resources stretched to infinity, the amount 
of aid that could wisely be used is not unlimited. Our national income is now 
approaching $400 billion per year. One percent of this for economic and technical 
aid, which is much more than we now give, will not bankrupt the United States. 
The sums we are now using in these programs are plainly not adequate to the needs. 

Many thoughtful Americans and American organizations are urging « wiser 
and more substantial foreign economic aid program. The matter is now before 
the Congress. The committee hopes you will study—and act. 

Joun C. BENNETT, 
Chairman, International Relations Committee. 
HERMAN F. ReEtssi«, 
CSA International Relations Secretary. 
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CONGREGATIONAL CHRISTIAN RESOLUTIONS ON TECHNICAL ASSISTANCE 


1. Resolution adopted by the General Council of the Congregational Christian 
Churches at New Haven, Conn., 1954: 

“Whereas the extension of all good things of the earth to all people has always 
been among the missionary motives of the church: Be it ‘ 

“Resolved, That we commend all governments in the practice of exchanged 
technical assistance, and look for their development on a multilateral pattern, to 
the benefit of presently underdeveloped populations and eventually of the whole 
human community.” 

2. Resolution by the Congregational Christian Conference of Iowa, adopted at 
Grinnell, 1955: 

““We, the members of the Congregational Christian Conference of Iowa, believ- 
ing that all men are members of the family of God and have responsibility one to 
another in His sight do resolve: 

“1, That we advocate full and continued support of the expanded technical 
assistance program of the United Nations; 

“2. And recommend to the churches of our fellowship that they join in making 
this concern known to our duly elected Senators and Representatives.”’ 

3. Resolution adopted by the Middle Atlantic Conference of the Congregational 
Christian Churches, Glen Ridge, N. J., May 1955 (in part): 

“‘We the delegates to the annual meeting of the Middle Atlantic Conference of 
Congregational Christian Churches resolve that: 

“1. A program of economic and technical aid to underdeveloped world areas is 
of utmost importance in strengthening the free world in its fight against com- 
munism. 

“2. The United States Government is to be commended for embarking upon a 
plan of sharing atomic materials and skills with other nations for the purpose of 
raising standards of living.” 

4. Resolution proposed by the committee on social action of the Nebraska 
Conference of Congregational Christian Churches and adopted by the Nebraska 
Council of Churches, 1955: 

“We find that financial support for international agencies continues to be a 
very modest investment for peace which seems to be amply justified and could 
probably be increased. We strongly support technical assistance and support 
the President’s proposal that it become possible for the United States to make 
advance commitments in order that United Nations and other countries may 
do advance planning in technical cooperation.” 

5. Resolution adopted by the Northern California Congregational Conference, 
May 1953: 

“Because of the magnitude of the problem in undeveloped areas, private agencies 
cannot do the job of technical assistance required, alone, but governmental 
assistance when requested is necessary; therefore; Be it 

“‘Resolved, That the Northern California Congregational Conference in session at 
Stockton supports the program of technical assistance to undeveloped areas, and; 
Be it further 

‘Resolved, That, whenever possible this effort should be channeled through the 
agencies of the United Nations.” 


Mr. CHAMBERLIN. It should be emphasized that we support, as a 
minimum, the amounts requested in H. R. 10082 for economic aid, 
and that we urge the Congress to approve a long-term commitment 
involving at least $100 million a year for economic aid during the next 
10 years. 

The newer and underdeveloped countries, the principal recipients 
of United States nonmilitary aid, are resolved to stay clear of any 
foreign domination; they are committed to programs desigaed to 
raise their living standards; and they passionately desire to avoid a 
world war. Of these three goals, the resolution to resist what they, 
rightly or wrongly, consider direct or indirect attempts to push them 
around, and the fear of war, may at times be even more importan! 
in their minds than the need to raise their living standards. . 

It is partly because the United States has not fully appreciated 
these objectives that its foreign aid has failed to have the effect 
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Americans hoped for. If our aid programs are basically intended to 
promote freedom and human wellbeing, we have not succeeded in 
proving this to those who need our help. Some non-Communist 
countries have actually refused our aid, while accepting aid from the 
Soviet Union. Where our aid has been accepted, as in India, it has 
not always created the desired degree of mutual confidence and 
friendship. 

The situation is serious. The political future of Asia, Africa, and 
the Middle East is by no means decided. Governments in these 
areas are under heavy and mounting pressure from their people to 
make progress in the fight against poverty, to remain masters in their 
own houses, and to refuse cooperation with policies which they 
believe might involve them in world war. These pressures can, and 
to some extent do, incline the governments to accept aid from any 
source, provided no strings are attached and the emphasis is on peace. 

A government as the trustee for a nation should base its policy on a 
broad and imaginative view of national interest. The church and 
the Christian citizen cannot accept even the most enlightened con- 
ception of national interest as the final criterion of national action. 
There may be situations in which these two approaches are in serious 
conflict. This is not, however, true of foreign economic aid for this 
can be based upon the common interest of our own Nation and of the 
other nations affected. This fact of common interest makes it natural 
to support policies of economic aid, both for reasons of national inter- 
est and because of our concern for the welfare of other nations. 
Christians who know that ‘‘to whom much is given, from him shall 
much be required,’’ should feel obliged to support such programs even 
when they involve personal sacrifice. 

The real conflict in America at present is between a narrow and a 
broad view of national interest. It seems to be true that only the 
kind of sympathetic imagination that accompanies a generous spirit 
and real human concern for the welfare of other peoples enlarges the 
vision of a nation so that it sees where its own true interest lies. The 
true interest of the United States does not mean that it should insist 
on a quid pro quo for foreign aid in terms of subservience to its 
national defense, or even in terms of expressed agreement with our 
foreign policy. Our chief concern should be that other nations in the 
free world become politically and socially healthy, that they may 
have the will and the strength to maintain their freedom. 

United States economic and technical aid should be given as part of 
a positive demonstration of the resourcefulness, the confident faith, 
and the efficiency of western democracy. Some of our policies have 
been too defensive and negative in character. What is needed is not 
merely to unmask and frustrate communism but to create enthusiasm 
for the best things America stands for. Asia and Africa need a better 
understanding of the Communist threat, but the United States needs 
more understanding of the actual and deeply felt needs of Asia and 
Africa. We must give our aid, not primarily because we are afraid of 
something, but because we want to help meet these needs, and because 
we believe in something and have a heart. This means that we shall 
not, in panicky fashion seek to outdo Russian promises and _ per- 
lormances. To do this will increase the suspicion that we are not 
interested in people for themselves but only in what they can do to 
help us. Not forced and reluctant competition, but loyal and re- 
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sourceful partnership with all free societies in building a free and more 
prosperous world should be our goal. 

How much should the United States give? The amounts of money 
we make available, in loans and grants, to other countries should be 
determined by the capacity of these countries to make good use of the 
aid, not merely by considerations of domestic budget-balancing. This 
is a safe criterion. Even if United States resources stretched to 
infinity, the amount of aid that could wisely be used is not unlimited, 
Our national income is now approaching $400 billion per year. One 
percent of this for economic and technical aid, which is much more than 
we now give, will not bankrupt the United States. The sums we are 
now using in these programs are plainly not adequate to the need. 

It is to our advantage to have other nations in the free world become 
politically and socially healthy, so that they may have the will and the 
strength to maintain their freedom. Perhaps we would have a better 
understanding of the problem we face if we were to stop thinking of 
foreign aid and giveaway programs and, instead, concentrate on our 
own American concept of the general welfare. One of the reasons for 
the great strength of the United States in the world today is to be 
found in the interpretation that has been placed upon the phrase 
“pnromotion of the general welfare,” which appears in the preamble to 
our Constitution. Throughout our history the Congress has assisted 
the economic development of the United States, because to do so was 
to promote the general welfare of all. 

The great transcontinental railroads could not have been built 
without the Congress, and your forebears in this House did not 
appropriate funds to build railroads as measures to provide relief or 
aid to individual States—but because such appropriations promoted 
the general welfare of the entire country. Much of the money came 
from the wealthier States, but transcontinental railroads strengthened 
the entire Nation—the rich States and the less developed States, the 
big States and the little States. 

This American principle of the general welfare should determine our 
policy in providing funds for the economic development of other na- 
tions in the world. The United States is tle wealthiest nation in the 
world, and the improvement in the general welfare of the world will 
improve the general welfare of the United States. 

A very good way to apply our concept of the promotion of the 
general welfare would be to channel a larger proportion of funds for 
economic development of other countries, through United Nations 
agencies. It should be emphasized that this in not an “either-or’ 
proposition. It is not a question of providing economic development 
funds through the United Nations—or—through bilateral arrange- 
ments. ‘The issue is simply how much should go through the United 
Nations agencies. If we were to double this to 4 percent, no serious 
dent would be made in our bilateral programs. 

There are certain advantages to channeling funds through the 
United Nations agencies. The value of the objectivity and_politt- 
cally impartial United Nations approach has not ouly been weleomed 
by practically all nations, but is insisted upon by some. The United 
Nations can use experts coming from many different countries, which 
gives it a quality of wide selection of experis. Furthermore, funds 
coming from such an international cooperative scheme, in which & 
recipient state is a member, is sometimes more politically acceptable. 
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This is particularly true of the United Nations expanded program of 
technical assistance, which is an operation which helps nations to help 
themselves. 

In the past 5 vears about $114 million has been put into this program, 
more than half by the United States. But the governments which 
have been assisted by the United Nations have contributed counter- 
part funds more than double the $114 million. We sometimes tend 
to forget that this idea of technical assistance was primarily a United 
States concept, and that it was so extraordinarily successful in its 
first 3 years that the Russians had to join. It would be folly for the 
United States, just as the Russians are really trying to get into the 
act, to fail to hold our position as the leader in this universally 
popular operation. 

| have mentioned the problem of the capacity of nations to absorb 
funds for economic development. The United Nations expanded 
program for technical assistance could use effectively twice as much as 
the approximately $28 million it has for 1956. The United States 
could double its present contribution of about $15 million, without 
interfering with our bilateral programs. To do so, would strengthen 
the confidence of other nations in the ultimate purposes of the United 
States. To double our contribution would be a rather nice way to 
embarrass the Russians, at relatively small cost to ourselves. We 
should also give some consideration to the possible effect upon world 
public opinion if we announce our intention not to increase our tech- 
nical assistance contribution, and then the Russians come along and 
double theirs. 

I would like to thank the chairman and the members of the com- 
mittee for this opportunity to present our views. 

Mr. CaRNAHAN (presiding). Are there questions? Mrs. Church. 

Mr. Cuurcu. Mr. Chamberlin, I am very much interested in 
your report. I am going to go aside from it for a moment to ask you 
a question, if I may. 

| have been seeking for 6 months to find some way of enlisting the 
support of the churches for what would be an enlarged program, that 
is, not seeking actively to enlist their support, but to ask them to try 
to find some way in which those people of the world who share a com- 
mon faith in a divine power could be brought to recognize the threat 
of atheistic communism. 

I have been to the Far East twice. I went around the world last fall. 
I came back convinced in my own mind that one reason our program 
was failing in some instances was because we were giving people 
things to fight with, things to live on, but very little of things to live by. 

| said over and over to myself, as I saw the hordes of people who 
needed material assistance that 1 was reminded of the expression that 
man cannot live “by bread alone.” 

You have come and made a forceful presentation of the position of 
the Congregational Christian Churches, one of our greatest, for 
increased technical aid. 

Can you, in turn, give us any suggestion of how we could approach 
the people of the world who do believe in religion, not necessarily our 
religion, in such way as to teach them that atheistic communism is a 
direct attack on them? 

If you have the Arab going to the rooftop to pray, the Moslem, the 
Buddhist, the Hindu, the great body of the Christian church, isn’t 
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there something we could do to lift this program out of the realm of 
sheer materialism, guns, fertilizer, and toward things of the spirit? 

Mr. CHAMBERLIN. Mrs. Congresswoman, I have been aware of this 
problem, as have many others in the churches. I am wondering 
when you say ‘“‘We’’—do you mean what the Congress can do or what 
the American people can do or both? 

Mrs. Cuurcu. After all, the Congress does represent the Antferican 
people. I would say both. I would say the free world. 

Mr. CuamBer.in. At the present the World Council of Churches, 
which I suppose comes as close to what you are talking about as 
anything now in existence, is undertaking a 3-year study of this whole 
problem of the cooperation of the people of common religious faiths, 

They are examining such questions as: What does an Arab and a 
Christian hold in common in the way of values? I don’t know, 
I don’t think very many people in the world know. 

I don’t think I could suggest anything right now, because we lack 
so much information. 

Mrs. Cuurcu. We do know, don’t we, that communism breeds 
atheism? Yet, nowhere in the world have we attempted to put the 
common bond of religious faith, belief in something, as a potent force 
toward what we are trying to accomplish. I do not want to wait so 
long that we lose the force of what we might have. 

Mr. CHAMBERLIN. As you know, we have had some problems in this 
country trying to get the various churches to work together on some 
of these. 

The National Council of Catholics, Christians, and Jews is one of 
the few organizations in this country where all the major groups can 


work together. Perhaps the first problem is to get these groups to 
come to some kind of agreement among themselves. 
Mrs. Cuurcu. Wouldn’t you agree that no matter how well fed he 
i 


is, how well able to defend himself, if we cannot produce some inner 
light to teach men true self-respect and the value of human dignity, 
we can never spread our freedom around the world? 

Mr. CHAMBERLIN. I agree. 

Mrs. Cuurcu. I hope your great denomination will give special 
thought to it. Thank you. 

Mr. CarnaHAN. Mr. Chiperfield. 

Mr. CurperFIeLp. Have you given any thought to the movement 
of Moral Rearmament, along the lines Mrs. Church has suggested? 

Mr. CHAMBERLIN. Not that I am aware, sir. 

Mr. CurperFie_p. Thank you. 

Mr. JARMAN. I just want to clarify in my own mind, Mr. Cham- 
berlin, your statement then takes the position, speaking for your 
organization, for your group, that you are in favor of the requested 
mutual security program as requested by the administration to the 
extent requested, with the additional statement that the economic aid 
request should be, if anything, a minimum? 

Mr. CHAMBERLIN. That is right. 

Mr. JarMAN. And that perhaps there should be more money spent 
in the economic aid field, particularly technical assistance? 

Mr. CHAMBERLIN. That is correct. We would like to see a larger 
proportion of that aid go through the United Nations agencies. 

Mr. Carnanan. Are there further questions? We thank you, Mr. 
Chamberlin. 
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Mr. CHAMBERLIN. Thank you, sir. 
Mr. CARNAHAN. Our next witness is Mr. Robert R. Nathan. 
Mr. Nathan, do you have a prepared statement? 


STATEMENT OF ROBERT R. NATHAN, EXECUTIVE COMMITTEE, 
AMERICANS FOR DEMOCRATIC ACTION, WASHINGTON, D. C. 


Mr. Naruan. I have a prepared statement which I would like to 
submit. I would like to speak extemporaneously in the sake of 
brevity and emphasis. 

Mr. CarnaHAN. At this point your statement will appear in the 
record, and you may proceed as you desire. 

(The statement referred to is as follows:) 


Mr. Chairman and members of the committee, my name is Robert R. Nathan. 
I am appearing here today on behalf of Americans for Democratic Action, of 
which I am chairman of the executive committee. Our organization appreciates 
the opportunity to testify before this committee in support of H. R. 10082. 

Even though I am appearing here for Americans for Democratic Action, I 
wish to inform the committee of my registration under the Foreign Agents 
Registration Act. As president of Robert R. Nathan Associates, Inc., consulting 
economists, which is engaged in the performance of economic services for Burma 
and Israel, it was required that I register and it is also required that I so inform 
this committee. 

Just 1 year ago, I was one of a group of individuals who prepared a study 
analyzing the needs for capital funds for economic development of underdeveloped 
countries and relating these needs to the objectives of United States foreign 
policy. This study was called Partnership for Freedom because it concluded 
that economic development of the free world, under democratic governments, 
was an indispensable condition to the success of American foreign policy and to 
the security—perhaps even the survival—of the United States. 

The study concluded that there was urgent need for a much greater flow of 
capital to underdeveloped countries under conditions which would make it 
possible for them to retain their independence, to raise their standards of living, 
and to preserve democratic government. Though recognizing that the United 
States had an obligation to make it possible for these countries to defend them- 
selves against Communist aggression, the study concluded that military aid alone 
would not suffice, and that measures to stimulate economic growth and stability 
were equally important and in many cases more important. 

Specifically, the study concluded that the United States should be prepared to 
assure for at least a decade the availability of a much greater flow of capital into 
underdeveloped countries, specifically for the purposes of developing their econ- 
omies. It was estimated that we should aim to double within a few years the 
present flow of capital into such countries—from the United States and other 
sources—from the present $1.5 billion to about $3 billion a year. The size of the 
capital flow should be limited only by the amounts that can be utilized effectively 
for development purposes. 

It seems to me that events of the past year have proven that this analysis was 
essentially correct. We foresaw even before the Geneva conferences of 1955 that 
the “cold war’ would shift increasingly into an economic competition between the 
free world and the Communist world. In this competition the preeminent econ- 
omie strength of the United States gave us a great advantage. 

We observed that this advantage has been to an alarming extent nullified by a 
rather rigid and doctrinaire approach in the administration of our foreign economic 
programs, and particularly in the overemphasis on the military aspects and the 
tendency to attach military and political preconditions to these programs. It 
seemed to us then, and I think it is even clearer now, that the maintenance of 
political stability and independence of nations like India is of itself in the interest 
of the United States, and that any measures which we are able to take to help such 
countries with their economic development will strengthen their independence 
and their adherence to democracy without our having to require pledges of politi- 
cal or military allegiance. 

_In the intervening year it has become unmistakably clear that the Soviet 
Union has, at least for the moment, shifted its offensive from threatened military 
aggression to a large scale political and economic offensive. It also seems clear 
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that the Soviet economy is itself expanding and may divert an increasing part of 
its increasing production to win the friendship or at least neutralize the opposi- 
tion of free nations. We have seen the effects of this not only in the so-called 
uncommitted countries of Asia, but in the efforts to reestablish economic relation- 
ships with countries of Europe and the Near East. There is evidence that these 
measures have met with a success which from our point of view should be alarming, 
It seems to me that the conclusion which we reached a year ago is much clearer 
and more urgent now even than it was then. 

It was reassuring to find some recognition of these urgent necessities in the 
President’s mess" «* of March 19, particularly the explicit recognition of the change 
in the policy of the Soviet Union and the consequent need for greater emphasis 
on economic measures as distinct from military defense. We are encouraged by 
his recognition of the need to be able to make long-term commitments to insure 
the necessary continuity and flexibility in our foreign economic programs. By 
the same token it was extremely disappointing, in the light of the needs which 
have been demonstrated and documented again and again, to find that the ad- 
ministration proposed no expansion in the mutual assistance programs, and that 
the requests for appropriations for economic development and technical assis- 
tance—apart from those linked to mutual defense—were less than 15 percent of 
the total program. Even including funds for economic development in countries 
with which we have mutual defense agreements, economic development funds 
are only about 20 percent. The funds requested for economic purposes, it seems 
to me, are not only a ri'iculously small amount relative to the capital needs and 
relative to the resources and capacities of this country; but the distribution also 
continues the overemphasis on the military, as opposed to the economic, aspects 
of mutual security. 

By now there is no longer any need for anyone to be misled or confused by the 
great difference between the requests for appropriations for the next fiscal year 
and the appropriations in the 2 preceding years. Although the administration 
has requested appropriations of nearly $5 billion for 1957, compared to less than 
$3 billion in the 2 preceding years, it is now clear that no real increase is planned 
in the rate of expenditures above the level of the last several years. The adminis- 
tration for several years past has been maintaining the rate of expenditures by 
using up pipeline supplies for which money was appropriated in earlier years. 
By this device, an appearance has been given of reducing budget outlays. By 
so doing, the administration has depleted the pipelines and is now in the em- 
barrassing position of having to request larger appropriations to replenish the 
pipelines while maintaining the actual expenditures at or about the level of the 
last several years. 

The effect of this budget juggling is that, contrary to appearances, the adminis- 
tration is not proposing any significant expansion of the economic development 
programs, even in the face of the acknowledged need and the recognized stepup 
in the economic development programs of the Soviet Union. If we insist on de- 
ceiving ourselves for br.dgetary reasons, we will lose the initiative and the ad- 
vantages of our economic strength in this field, as we are apparently losing it in 
the feld of military strength. Until we cut loose from budgetary hoeus pocus 
and base ovr foreign economic programs on the needs of our foreign policy and 
of ovr security we will, I am afraid, continue to lose ground in this new aspect 
of the ‘cold war.”’ 

The capital needs of the underdeveloped countries of the free world are very 
great. I know this from personal observation in my work abroad. The reason- 
ably rapid expansion of an economy which will provide a steady—even if small— 
increase in the standard of living and which will ultimately generate its own 
internal sources of new capital, is a very difficult undertaking. The underde 
veloped nations of the free world are trying to do this within the framework of 
a democratic society, that is, without resorting to the oppressive measures which 
are followed in totalitarian countries to hold down the level of consumption in 
order to divert a substantial part of the national income to capital needs. The 
severe excesses imposed by the Soviet Union on its people for the sake of capital 
development are apparently being repeated in Communist China. Countries 
like India are trying to demonstrate that it is possible to develop a country 
without such measures. But it is perfectly clear that this cannot be done without 
outside sources of capital. It was not even possible in the United States in the 
early days of our nationhood, with our small population and our abundance of 
resources, to build up the fund of capital for economic development without 4 
substantial flow of capital from abroad. 

This flow of capital need not be exclusively in the form of grants from this and 
other western countries to the underdeveloped areas. Part of it can come through 
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enlarged trade of those countries which have exportable surpluses which other 
nations need and can absorb. Part of it can be supplied through private invest- 
ment in those countries which have developed to the point where private enter- 
prise can look for reasonable yields without excessive economic or political risks. 
Much of it ean be supplied through loans, especially for income-producing projects 
that can be self-liquidating. Above all, we must recognize that most of it—es- 
pecially in the early stages of capital development—must come from govern- 
ments—from this and other industrialized nations—to help finance the investment 
in basie capital: schools, roads, harbors, health facilities, and other forms of 
capital which increase the productive capacity of the nation even though they 
do not yield an early direct monetary return. 

I think it is important to bear in mind that in great development schemes like 
the succession of 5-year plans in India, foreign capital represents only a small 
proportion of the total investment in economic development. But this compara- 
tively small part can make the difference between perceptible economic progress 
and apparent economic stagnation. It is precisely this marginal increment of 
capital which can make the difference between success and failure, between 
stability and anarchy, between freedom and dictatorship. 

We often find that in spite of our good intentions and our unselfish motives in 
wishing to contribute to the economic development of less fortunately situated 
peoples, their long struggles against colonialism have made them very sensitive 
to the political implications of outside aid from highly developed countries. We 
might well wish that this were not so, but there is great danger in ignoring it or 
pretending that it is not so. It does us no good to berate them for “ingratitude” 
or “false pride.”” Their development, their freedom and independence, is almost 
as important to our security as to theirs. The emphasis on “partnership” as 
opposed to “‘aid’’ or “‘assistance”’ is very meaningful to countries who have been 
exploited under the guise of ‘‘aid’’ for most of their modern history. For this 
reason we have done well to emphasize the “‘mutual’”’ aspects of mutual security, 
and there is increasing recognition that we should do so even more now and in 
the future. One of the best ways we have found to do this has been by joining 
with other nations in programs of the United Nations. Our participation in the 
expanded United Nations technical assistance program, although it is smaller 
than our own bilateral technical assistance, has won us many friends and has 
made possible this successful program of the United Nations. We hope this 
program will not be impaired by splitting up the funds among various agencies. 
The coordination of technical assistance programs through the Technical Assist- 
ance Board adds to the effectiveness of the total effort and complements the fine 
work done by the specialized agencies through their separate programs. 

On the other hand, we have lost much in international good will by the stubborn 
resistance of the Eisenhower administration to a United Nations prozram of 
economic development, paralleling our own. ADA has long advocated United 
States support for such a prozram, and it is a source of satisfaction to us that, 
belatedly as it comes, Ambassador Lodge has also recommended to the adminis- 
tration that the United States participate in such a prozram as SUNFED (the 
Special United Nations Fund for Economie Development). We hope your com- 
mittee will find means to encourage the administration in this effort. 

The request of the President for authorization to make long-term commit- 
ments should be supported. The process of economic development is a continuing 
one and the needs for American capital will be sizable for many years to come. 
Either we are going to meet these needs or we will default in our leadership role 
in the free world. I am confident that the Congress can make provisions for 
long-term commitments which will not represent an abdication of legislative 
responsibility. 

There is one particular problem of foreign economic relations which calls for 
more serious attention than has been devoted to it in the past. That is the 
matter of the disposition of our farm surpluses. It would be ridiculous if in our 
efforts to deal with this situation we did not take account of the enormous demand 
of hungry people in many underdeveloped lands. Underconsumption is a com- 
mon and persistent characteristic in too many countries. We should certainly 
consider our reserves of foods and fibers as one of the most important forms of our 
contributions to mutual security. 

Certainly it is feasible to dispose of our surpluses in a manner which will help 
meet the needs of people with inadequate diets and insufficient clothing and at 
the same time not disrupt markets of other suppliers of these commodities. We 
are not now fulfilling these two objectives. 

Three principles should be followed in surplus disposition. First, we must 
make certain that our surpluses will be used for increased consumption rather 
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than to displace other sources of supply. I do not believe we are satisfying this 
criterion. Second, the programs must cover a period of years in order to avoid 
increased consumption for only short terms. This we are not doing. Third, 
arrangements for surplus disposition should be negotiated in the presence of 
and with participation by other countries which are competitive sources of 
mee: ere, too, our performance leaves much to be desired. 

t seems to me beyond dispute that the United States is not now effectively 
mobilizing and using its unprecedented and unparalleled economic power to 
help nations develop the kind of productive environment essential for economic 
and political independence. It is absurd to say that we cannot afford to do 
this. With a national product of $400 billion a year, which can be increased 
at the rate of 15 or 20 billion dollars annually, a tiny fraction of the total—or 
even of the annual increase—would provide our share of the total capital needs 
of the less developed countries. We do not question our ability to spend 35 or 
40 billion dollars a year on our defense if that is what is required to safeguard 
our military security. Neither should we balk at an expenditure of one-twentieth 
as much, if that is what is required to strengthen the free world and secure our 
place in it. 


Mr. Natuan. Mr. Chairman and members of the committee, I am 
speaking here today as chairman of national executive committee 
of Americans for Democratic Action. Before making my brief 
remarks, I would like to emphasize that I am registered as a foreign 
agent, since my firm serves as economic advisers to two foreign 
governments at this time, and it is a requirement that I announce it. 
I am very happy to do so. 

May I say that my statement is predicated on considerable personal 
experience abroad. It has been my privilege to travel around the 
world 8 times in the last four years, and to have been abroad at least 
once every year for more than a decade, working with countries 
throughout the world on economic development. 

I would like to make a few comments about the discussion so far 
this morning. It seems to me that we must realistically understand 
that the conflict between the democratic process and totalitarianism 
is not any more a theoretical one. For a long period of time our 
political differences and our economic and social differences were 
theoretical and textbook differences. 

In recent years, this last generation, these differences have become 
day-to-day present ideological conflicts. I think we must adapt our 
thinking to this reality. We must realize today that capitalism and 
democracy as we have come to know it and love it in the United States 
is being threatened in a positive way, by foreign ideologies throughout 
the world. No more can we stand alone and be unconcerned about 
the major political developments elsewhere. 

I was distressed about comments made here about standards of 
living and the implication that people don’t necessarily want to im- 
prove their lot, and that if there is an improvement it sometimes 
creates more difficulties than it answers. 

I cannot help but recall from my own experience 20 years ago, 0! 
less, when we were concerned here in the United States with minimum- 
wage legislation. It is rather startling for us today to realize that 
less than 20 years we were talking about a minimum wage of 25 cents 
in the United States. 

I remember some of the opposition witnesses contending that 
cents an hour would destroy the economy of the South, destroy the 
responsibility of individuals. I think the answer lies pretty much in 
what we have seen develop in the South. People do want to improve 
their living standards and will work harder and better if they ca? 
benefit thereby. 
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It is equally distressing to me to hear individuals say that there 
are many people in the more primitive economies in the world who 
are not concerned about improved standards of living. 

When we stop to realize that the life span in many Southeast Asian 
countries is less than 30 years where the life span in the United States 
is 70 years, and we realize the devotion that attaches to individuals 
in the family unit and the concern of the parents for the tremendous 
infant mortality and the loss of life from disease, resulting from low 
living standards in every aspect, I think we can appreciate that these 
people basically do want to improve their standard of living. _ 

I think we also must realize that to improve standards of living it 
is clear the United States cannot become the Santa Claus of the world 
and give the people all they need to improve their standard of living. 

The best we can do is help them to help themselves. There are 
two factors in economic development, or improvement of living 
standards, toward both of which we can help materially. 

One factor is know-how, talent and ability. Its development, 
fortunately, is a rather slow process. It comes over generations. 
The other is the need for capital. 

We here in the United States, it seems to me, have such a concen- 
tration of technical ability, know-how, capacity, and ability that we 
can well afford to help in the training and the accelerating of the 
technical abilities of people throughout the world. 

As far as capital is concerned, it is obvious that we here in the 
United States can well afford substantial economic aid without concern 
for inflation here at home and abroad. 

The expression of concern about inflation as a result of our economic 
aid program is really absurd, economically. The modest aid that we 
have provided could be increased manyfold without seriously endan- 
gering our economy from the point of view of stability or point of view 
of our standard of living or development of our economy. 

A country with a $400 billion gross product, and a country which can 
and will, if we maintain relatively full employment, increase its national 
production by at least $15 billion every year, and increasing amounts 
in the future, need not be concerned about something less than a billion 
dollars that is today going abroad for economic assistance and point 4. 
Any question of our capacity to do this and much more bears no rela- 
tionship to reality at all. 

As far as economic systems are concerned, it is my own conviction 
from working in many countries and studying economies in many parts 
of the world, that we are not going to be able to help these countries 
develop a free-enterprise, capitalistic system quite exactly the way we 
have it in the United States because there are different circumstances. 

Personally, I feel we here in America have developed the very best 
system that there is in the world today. On the other hand, to insist 
that other countries pattern their systems precisely on our own would 
be futile and self-defeating, because many of them don’t have the 
basis for our system. Some of these countries don’t have entrepre- 
neurial talent or experience. They were colonial colonies and they 
didn’t have independence in the economic sphere and business sphere. 
'o anticipate that they would be able to immediately develop a sizable 
free-enterprise system is unrealistic. 

I hope that we can try to help them move forward toward a free- 
enterprise system, but it is absurd to be against economic assistance 
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because many projects will be governmental in nature rather than 
private. 

As far as the legislation that this committee is considering, I would 
like to make 3 or 4 points. 

First, it is my feeling that the aid program places too much emphasis 
on military relative to economic aid. I am not a military strategist, 
and whether our military assistance is too large or too small is a subject 
beyond my particular competence. 

owever, I do feel that a program which appears to be more than 
80 percent military or military related, and less than 20 percent 
straight economic or technical assistance is a distorted program relative 
to what we are trying to accomplish. 

I have a feeling our military program is sometimes sold to the 
American people with the idea that we are going to build an iron cur- 
tain around the Iron Curtain. 

It is my own conviction that the fear of communism is more one of 
subversion rather than aggression. While we ought to help the un- 
committed countries remain strong to prevent aggression, I think we 
can better help them prevent subversion by building their internal 
economy and building the morale and spirit and material well-being 
of their people. 

I would urge that the economic sector be enlarged absolutely and 
relatively. President Eisenhower’s proposal for long-term commit- 
ments should be supported. Surely the Congress can develop tech- 
niques and devices for providing long-term assistance without 
abdicating the authority and responsibility of the Congress in its 
annual budgetary operations. 

I would emphasize one more point, which is not an immediate part 
of this bill; that concerns the disposition of American surpluses. It 
is my conviction that our many, many billions of dollars of farm 
surpluses could be a tremendously important asset in the world in 
terms of helping people who need assistance. 

We must use these surpluses, however, in a way that hasn’t been 
done up to now; namely, to be certain that we do get those materials 
abroad in a manner ,which will not interfere with or harm competi- 
tive suppliers. 

There is no doubt that in the world today the consumption of these 
basic commodities is far below the minimum needs of the people. 

It seems to me that if we try to dispose of our farm surpluses with 
three firm principles in practice, we can accomplish our objectives. 
First of all, we must see to it that our farm surpluses are made available 
for increased consumptions, not to displace consumption from other 
sources. 

Second, we must make commitments on a longer term basis. It 
is clear that we cannot go into a country where there is underconsump- 
tion and offer surpluses from the United States for 1 year and say, 
“We don’t know what we can do beyond that year.”’ To increase 
consumption for just 1 year and then cut it back would truly invite 
revolutions. 

Third, in disposing of our surpluses we ought to be sure that com- 
petitive sources of supply are brought into the picture, that other 
countries are brought into the negotiations so their markets are not 
interfered with and are not disrupted. 
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If we follow those principles we could use our farm surpluses to 
tremendous advantage rather than at a fearful disadvantage as of 
today. 

I would support also the principle that more of our aid go through 
multilateral rather than bilateral channels, but I believe that we 
should not channel all our aid through the United Nations nor the 
World Bank. Multilateral aid is often received more receptively. 

As a final point let me say that we too often talk about aid as if 
it is charity. Many, many countries in the world would prefer to 
borrow rather than get grants. What we must do is enlarge the 
mechanics, techniques, and amounts of funds available for investment 
abroad. 

What many countries need primarily, in addition to technical assist- 
ance, is capital for development. Unfortunately, their levels of pro- 
duction are so low that it is impossible for them to save a sizab’e 
amount for next year, unless they go totalitarian. 

The real problem in the world today is a deficiency of capital among 
the underdeveloped countries of the world. That capital is needed 
largely in the form of loans. Therefore, I would hope that we would 
support SUNFED especially; that we would increase the activities 
of our Export-Import Bank; that we would give the maximum possible 
support to all institutions, public and private, which can make avail- 
able capital to these underdeveloped countries. 

What we need is a larger program rather than a smaller program. 
Thank you. 

Mr. CaRNAHAN. Are there any questions? 

Mr. Hays of Arkansas. I thoroughly agree with you about the 
need of getting the surplus foods into the channels of added consump- 
tion of the recipient countries. 

Didn’t Mr. Ezekiel head up a study under U. N. auspices in India 
that would produce a workable plan for that? 

Mr. NarHan. He did that under the FAO of the United Nations. 

Mr. Hays of Arkansas. What has become of that? Is it an inactive 
project? 

Mr. NatHan. Nothing has been done about that. As a matter of 
fact, our surplus disposition problem has continued to remain a 
unilateral or bilateral program. We have not taken the United 
Nations agencies into this problem at all. 

Mr. Hays of Arkansas. Are you familiar enough with the Ezekiel 
report to know if it has value? 

Mr. Natuan. I read it about a year and a half ago. I thought it 
had a great deal of value. The whole concept was to try to associate 
the distribution of American surpluses to individuals who were engaged 
in developmental projects, and make part compensation in the form 
of these goods so that the individuals who were engaged in develop- 
ment projects would then have increased consumption of food and 
increased textiles. 

I oer the plan, sir, had a great deal of merit and should have 

een tried. 

Mr. Hays of Arkansas. I have one other question, or comment, I 
suppose. Don’t we make a mistake in simply thinking of bilateral 
aid, on the one hand, and U. N. aid on the other, classing all multi- 
lateral aid as U. N. aid? Aren’t there multilateral forms of aid that 
are outside the U. N.? 
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I bring that out because some seem to think of all multilateral aid 
as U. N. aid. As a matter of fact, there is a lot of good multilateral 
aid that is outside the U. N. 

Even in inter-American affairs, we have multilateral aid through 
the Organization of American States. 

Mr. Natuan. The Colombo plan is also a good illustration. The 
Colombo plan, named after the city in Ceylon in which it was first 
conceived and initiated, in which we are also a member (it was the 
Commonwealth nations originally), is a much more modest program 
than our own or those undertaken through the United Nations. | 
agree that geographic areas can do good things and that all kinds of 
multilateral arrangements can be developed. 

Mr. CurperFieLD. Under this program we are also trying to 
provide guaranties for private capital. You would approve of that 
part of the program, too? 

Mr. Natuan. I would approve of it 100 percent. I would like to 
see an enlarged private investment fund. The tragedy is that the 
flow of private capital from the United States, which is very desirable 
because it is normally associated with know-how and the technical 
capacity that goes with it, has been very small. If you take the 
American private capital movement in mines, minerals, and petroleum, 
which are important, but if you were to take out the private capital 
in minerals, oil, and take out Canada and Mexico, the balance of 
foreign investment made privately, it is insignificant. We shall do 
everything in our power to stimulate private investment. 

I think public loans may have to come first, the providing of roads, 
harbor facilities, transport facilities. Then perhaps there will follow 
a large flow of private capital. 

Mr. CarnaHwan. Are there further questions? We thank you. 

Mr. Natuan. Thank you, sir. 

Mr. Carnanan. Our next witness is Mrs. Albert E. Farwell. 
Mrs. Farwell, do you have a statement? Do you want to submit 
that statement for the record, or are you going to speak from it? 


STATEMENT OF MRS. ALBERT E. FARWELL, FOREIGN AFFAIRS 
MEMBER OF THE WASHINGTON COMMITTEE ON LEGISLATION, 
NATIONAL CONGRESS OF PARENTS AND TEACHERS, CHICAGO, 
ILL. 


Mrs. Farwewu. I would like to read my statement, since it is 8 
brief one. 
* Mr. Chairman and members of the committee, I am Mrs. Albert E. 
Farwell, a member of the Washington Committee on Legislation for 
the National Congress of Parents and Teachers. I am submitting 
this statement for Mrs. Clifford N. Jenkins, national chairman of 
legislation. I am very appreciative of this opportunity to appear 
before you to represent the National Congress of Parents and Teachers, 
which is a volunteer group with nearly 10 million memberships. 

Our organization has maintained a continuing interest in the 
growth and development of the program of the United Nations 
Children’s Fund since its very beginning in 1946. The welfare of 
children all over the world is important to us for many reasons, one 
of the most important being that it involves the future welfare of our 
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own children. We are extremely proud of the 10-year record of the 
United States in this humanitarian program. 

The $10 million UNICEF request for fiscal 1957 seems to us to be 
the absolute minimum needed to carry out this self-help program 
wherem the nations requesting UNICEF aid have contributed 
matching funds, or better, and have then proceeded to take over the 
programs as fast as their economies and know-how will allow. 

We would like to emphasize our strong support of the $10 million 
request of the United Nations Children’s Fund, since we feel that 
projects which have received and will receive UNICEF indorsement 
are worthy of our continued staunch support. We believe that all 
children are our children, wherever they may live. 

I would like to add just one word, that this very brief statement 
was in consideration of the committee. I could have written pages in 
support of this program. 

Mr. CARNAHAN. We appreciate your statement. Are there ques- 
tions? 

Mr. Cu1PERFIELD. Mr. Chairman, I just want to assure the witness 
we will give this program our most careful consideration and sympa- 
thy. 

Mrs. FarweEuu. Thank you very much, Mr. Congressman. 

Mr. CARNAHAN. Our next witness is Mrs. Eleanor Brainard. Mrs. 
Brainard, do you want to present your statement? 


STATEMENT OF MRS. ELEANOR BRAINARD, WOMEN’S INTERNA- 
TIONAL LEAGUE FOR PEACE AND FREEDOM, WASHINGTON, 
D. C. 


Mrs. BrRAINARD. I would like to present just portions of it, if I may. 

Mr. Chairman and members of the House Foreign Affairs Com- 
mittee, 1am Mrs. William E. Brainard of Towson, Md., representing 
the Women’s International League for Peace and Freedom, United 
States section, with offices at 214 Second Street NE., Washington 2, 
D.C, 

First, I should like to thank you for this opportunity to present 
portions of our statement. 

Mr. CaRNAHAN. Would you like the entire statement in the record? 

Mrs. BRAINARD. Yes. 

Mr. CaRNAHAN. We will place the entire statement in the record 
before the beginning of your statement. You may proceed as you 
wish. 

(The statement referred to is as follows:) 

Mr. Chairman and members of the House Foreign Affairs Committee, I am 
Mrs. William E. Brainard of Towson, Md., representing the Women’s Inter- 
national League for Peace and Freedom, United States section, with offices at 
214 Second Street NE., Washington 2, D. C. 

The Women’s International League for Peace and Freedom is one of the 
nongovernmental organizations which, under article 71 of the United Nations 
Charter, was granted consultative status with the Social and Economie Council. 
We also have this status with the following specialized agencies: UNESCO, 
FAO, and UNICEF. 

During its 41 years of existence, since it was founded by Jane Addams in 1915, 
the Women’s International League for Peace and Freedom has had as its chief 
objectives: total universal disarmament and the establishment of an economic 
and social system that would serve the needs of all rather than afew. It is there- 
fore natural that my organization, as I am sure you all do, desires to fulfill the 
English historian, Arnold J. Toynbee’s prediction when he says that “‘our age will 
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be best remembered because it is the first age since the dawn of history in which 
mankind dared to believe it practicable to make the benefits of civilization ayail- 
able to the whole of mankind.” 

This belief is written into the U. N. Charter. One of the fundamental concepts 
is the promise that the United Nations shall work for the economic and social 
betterment of peoples. It was formulated by nations and statesmen who realized 
that there could be no peace and stability in a world where two-thirds of the 
people did not have enough to eat, where millions died of diseases that could be 
cured, where more than 180 million families were ill housed, where Asia, with 
over half of the world’s population, produced only 11 percent of the world’s 
income, where the resources of many lands lay untouched because nobody knew 
how to extract and use them. 

It is clearly stated in the preamble and chapter IX of the charter that one of 
the primary aims of the world organization shall be “to promote better standards 
of life in larger freedom” and to this end international machinery shall be em»loyed 
“for the economic and social advancement of all peoples.”” The United Nations 
has gone further than to merely state these aims. International machinery has 
been set up. 

The Women’s International League for Peace and Freedom urges support of a 
continued program of technical assistance and nonmilitary foreign aid as expressed 
in H. R. 10082. 

A moral obligation: Others may point out that such aid is our most effective 
Weapon against communism, but if Russia did not exist and communism were 
only a theory in a book, the United States, as the richest country in the world 
would still have a moral obligation to help needy people help themselves in edu- 
cation, health, and improved means of livelihood. In a world in which disparities 
of wealth are so great it is our moral duty to do what we can to close the gap by 
use of means already proven to be effective. 

It is part of the laws of the universe that in doing this we contribute to our 
own welfare, and fulfill the obligation to our own citizens. For men will rise or 
fall together. Abraham Lincoln said that his Nation could not remain ‘“‘half-slave 
and half-free.” It is equally true that humanity as a whole cannot continue 
indefinitely half in misery, half in comfort. Our prosperity, our security, the 
future of democracy, and our chances for peace are linked irrevocably to conditions 
and economic progress among the other countries of the world. Economic crises 
and despair often drive underprivileged people to the desperate remedies offered 
by totalitarianism. On the other hand economic and social welfare promotes 
the growth of peace and democracy. Therefore technical assistance and economic 
aid are the means of creating the conditions for peace—which in today’s world 
is indivisible. It is for all of us or none. 

Long-range programs: But to achieve our purpose we must extend our co- 
operation and assistance in ways that have been demonstrated to be effective. 
Certainly the way to make our assistance the least effective is to give it reluctantly, 
a little at a time, and only after strenuous annual debates in Congress. From 
experience gained through the Marshall plan we have learned that if continuity 
is impaired, gains achieved at heavy cost may be sacrificed. Therefore we urge 
your support of President Eisenhower’s suggestion for authorization of long-range 
programs. A long-range program makes possible better planning. It makes 
possible the securing of better personnel. This makes for more economical and 
efficient carrying out of the program. It gives stability to this phase of our 
foreign policy. . 

Nonmilitary aid: Another method for assuring the effectiveness of foreign aid 
is that economic aid should be kept separate from military aid. The Womens 
International League for Peace and Freedom urges that economic aid based upon 
the need of the people be kept wholly apart from military assistance. People in 
new and in underdeveloped countries need to experience a greater measure of 
individual liberty, self-government, education, and progress than can grow when 
aid is conditioned on the acceptance of military obligations. 

Through the United Nations: A further effective method for extending aid 
which has been recently emphasized by President Eisenhower and other national 
leaders is the channeling of aid through the United Nations. 

Our organization was gratified to see the statement made by Ambassador Lodge 
on April 29 at the United Nations headquarters when he said, ‘‘The present world 
situation is one which requires our giving new emphasis to multilateral pro 
grams, * * *” 

We sent a telegram to Ambassador Lodge supporting this effort of our Govert- 
ment to channel more aid through the U. N. An economic program contributed 
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to by many nations and administered by the United Nations, on the basis of need, 
with no strings attached, can be clearly a world development program with 
self-respect. 

7 As a beginning toward basic economic development, the United Nations has, 
since 1951, had on paper a plan for a Special United Nations Fund for Economic 
Development (SUNFED), a proposed fund of $250 million of which the United 
States would contribute its share. Until recently the administration has indicated 
it was not yet prepared to make such a contribution unless conditions made possi- 
ble large-scale disarmament. While universal disarmament would lift the 
burden of arms from the world and release funds for world development, our 
organization believes that it is possible and necessary during this period, when 
disarmament proposals are being considered, to approve the organization of and 
participation in SUNFED. 

In the report to the 10th session of the General Assembly of the United Nations 
submitted by two members of your committee, Congressman Chester E. Merrow 
and Congressman Brooks Hays, the League noted the importance given to eco- 
nomic aid through multilateral programs channeled through the United Nations. 
We wish to give the strongest encouragement to this direction in our foreign-aid 
policy and increased appropriations for these programs. 

The United Nations already operates not only in the realm of study and dis- 
cussion and recommendation, but in the paddy fields and forests of southeast 
Asia, in the deserts of the Middle East, in the high plains of Latin America. 
Every day in over 60 countries men and women drawn from as many nationalities, 
each with his own special training and experience to share, are working to impart 
to others who are in urgent need of that technical know-how and experience 
without which economic development is impossible. All this is the result of a 
daring belief translated into action through the United Nations technical 
assistance program and its specialized agencies. 

Technical assistance is not a new invention. It is as old as the history of inter- 
course between organized communities. What is new is the fact that for the first 
time an effort is being initiated under the direction of an international organization 
to make available the whole body of human knowledge for the benefit of those 
governments and peoples that wish to draw upon it. While we recognize certain 
values in programs of economic development initiated by individual countries and 
private enterprise we believe such programs carried on by and through the United 
Nations are preferable because they furnish adequate safeguards against economic 
exploitation, avoid fear of imperialistic aims or military commitments, and inspire 
the confidence essential to achieve demo:ratic and peaceful development. Such 
multilateral programs are also significantly successful bezause they are cooperative. 
Re. ipients contri »ute as well as receive foreign aid. It is not a one-way program. 
In 1953 of 96 nations receiving aid through the United Nations, 76 gave aid. In 
1955 recipients contributed in local aid twice the amount contriouted by other 
countries. 

In summary, may I say the Women’s International League for Peace and Free- 
dom wishes to encourage the fullest measure of support for the following programs 
included in H. R. 10082: $170 million for development assistance; $15.5 million 
for UNETAP; $1.5 million for tezhnical cooperation programs of the OAS; $2.3 
million for UNREF; $7 million for escapee program; $10 million for UNICEF; 
$15.4 million ocean freight; $100 million for Middle East and Africa; and the spe- 
cial fund of the President. We are glad to join with 12 other organizations in a 
joint statement supporting the excellent work of the UNICEF program. 

These are the programs that should enlist the careful, critical, and generous 
support of all men and women of good will. 


Mrs. BrarinarD. The Women’s International League for Peace and 
Freedom is one of the nongovernmental organizations which, under 
article 71 of the United Nations Charter, was granted consultative 
status with the Social and Economic Council. We also have this 
wane with the following specialized agencies: UNESCO, FAO, and 

NICEF. 


During its 41 years of existence, since it was founded by Jane 
Addams in 1915, the Women’s International League for Peace and 
Freedom has had as its chief objectives: total, universal disarmament 
and the establishment of an economic and social system that would 
serve the needs of all rather than a few. 
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Others may point out that such aid is our most effective weapon 
against communism but if Russia did not exist and communism were 
only a theory in a book, the United States, as the richest country in 
the world would still have a moral obligation to help needy people 
help themselves in education, health, and improved means of livelj- 
hood. 

It is part of the laws of the universe that in doing this we contribute 
to our own wel!*re, and fulfill the obligation to our own citizens. For 
men will rise or fall together. Abraham Lincoln said that his Nation 
could not remain “half slave and half free.” It is equally true that 
humanity as a whole cannot continue indefinitely half in misery, half 
in comfort. Our prosperity, our security, the future of democracy, 
and our chances for peace are linked irrevocably to conditions and 
economic progress among the other countries of the world. Economic 
crises and despair often drive underprivileged people to the desperate 
remedies offered by totalitarianism. On the other hand, economic and 
social welfare promotes the growth of peace and democracy. There- 
fore, technical assistance and economic aid are the means of creating 
the conditions for peace—which in today’s world is indivisible. It is 
for all of us or none. 

But to achieve our purpose we must extend our cooperation and 
assistance in ways that have been demonstrated to be effective. 
Certainly the way to make our assistance the least effective is to give 
it reluctantly, a little at a time, and only after strenuous annual 
debates in Congress. From experience gained through the Marshall 
plan we have learned that if continuity is impaired, gains achieved 
at heavy cost may be sacrificed. Therefore we urge your support of 
President Eisenhower’s suggestion for authorization of long-range 
programs. A long-range program makes possible better planning. 
It makes possible the securing of better personnel. This makes for 
more economical and efficient carrying out of the program. It gives 
stability to this phase of our foreign policy. 

Another method for assuring the effectiveness of foreign aid is that 
economic aid should be kept separate from military aid. The Wo- 
men’s International League for Peace and Freedom urges that eco- 
nomic aid based upon the need of the people be kept wholly apart 
from military assistance. People in new and in underdeveloped 
countries need to experience a greater measure of individual ‘liberty, 
self-government, education, and progress than can grow when aid is 
conditioned on the acceptance of military obligations. 

A further effective method for extending aid which has been recently 
emphasized by President Eisenhower and other national leaders is 
the channeling of aid through the United Nations. 

Our organization was gratified to see the statement made by 
Ambassador Lodge on April 29 at the United Nations headquarters 
when he said: 


The present world situation is one which requires our giving new emphasis to 
multilateral programs * * * 


We sent a telegram to Ambassador Lodge supporting this effort of 
our Government to channel more aid through the U. N. An economic 
program contributed to by many nations and administered by the 


Jnited Nations, on the basis of need, with no strings attached, can 
be clearly a world development program with self-respect. 
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As a beginning toward basic economic development, the United 
Nations has, since 1951, had on paper a plan for a Special United 
Nations Fund for Economic Development (SUNFED), a proposed 
fund of $250 million of which the United States would contribute its 
share. Until recently the administration has indicated it was not 
yet prepared to make such a contribution unless conditions made 
possible large-scale disarmament. While universal disarmament would 
lift the burden of arms from the world and release funds for world 
development, our organization believes that it is possible and necessary 
during this period, when disarmament proposals are being considered, 
to approve the organization of and participation in SUNFED. 

In the report to the 10th Session of the General Assembly of the 
United Nations submitted by two members of your committee, Con- 
eressman Chester E. Merrow and Congressman Brooks Hays, the 
League noted the importance given to economic aid through multi- 
lateral programs channeled through the United Nations. We wish 
to give the strongest encouragement to this direction in our foreign- 
aid policy and increased appropriations for these programs. 

While we recognize certain values in programs of economic develop- 
ment initiated by individual countries and private enterprise we be- 
lieve such programs carried on by and through the United Nations 
are preferable because they furnish adequate safeguards against 
economic exploitation, avoid fear of imperialistic aims or military 
commitments, and inspire the confidence essential to achieve demo- 
cratic and peaceful development. Such multilateral programs are 
also significantly successful because they are cooperative. Recipients 
contribute as well as receive foreign aid. It is not a one-way program. 
In 1953 of 96 nations receiving aid through the United Nations, 76 
gaveaid. In 1955 recipients contributed in local aid twice the amount 
contributed by other countries. 

In summary, may I say the Women’s International League for Peace 
and Freedom wishes to encourage the fullest measure of support for 
the following programs included in H. R. 10082: $170 million for de- 
velopment assistance; $15.5 million for UNETAP; $1.5 million for 
technical cooperation programs of the OAS; $2.3 million for UNREF; 
$7 million for escapee program; $10 million for UNICEF; $15.4 million 
ocean freight; $100 million for Middle East and Africa; and the Special 
Fund of the President. We are glad to join with 12 other organizations 
in a joint statement supporting the excellent work of the UNICEF 
program, 

These are the programs that should enlist the careful, critical and 
generous support of all men and women of good will. 

Mr. Carnawan. Are there questions? We thank you for this very 
fine statement. 

Mr. CaRNAHAN. The next witness will be Mr. E. Raymond Wilson, 
executive secretary of the Friends Committee on National Legislation. 

Mr. Wilson, do you care to present your statement? 


STATEMENT OF E, RAYMOND WILSON, EXECUTIVE SECRETARY, 


FRIENDS COMMITTEE ON NATIONAL LEGISLATION, WASHING- 
TON, D, C, 


Mr. Wiuson. Yes. 


Mr. CARNAHAN. The statement will appear in the record at this 
point. You may speak to it as you wish. 
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(The statement referred to is as follows:) 


My name is E. Raymond Wilson. I am executive secretary of the Friends 
Committee on National Legislation, 104 C Street NE., Washington, D. C., an 
organization which seeks to represent many of the concerns of Friends, but which 
of course does not claim to speak for the whole Society of Friends, whose dem- 
ocratic organization does not lend itself to official spokesmen. 

I appear here today in support of those provisions of H. R. 10082 authorizing 
technical cooperation, humanitarian economic aid and the refugee and children’s 
relief programs of the International Cooperation Administration and the United 
Nations. 

Recent events indicate the need for a basic reevaluation of the policies and aims 
of our foreign aid program. I would like to discuss briefly one view of the under- 
lying aim of this program and suggest that if we can arrive at a sound basie philo- 
sophy, this program can become more effective in carrying out our goals of helping 
others and of establishing strong stable independent governments, and at the same 
time allay the mounting criticism of the program. 

1. Our foreign aid program should be viewed as a positive program for people, 
not a negative reaction to another nation’s foreign policy or even primarily viewed 
as a policy in the strict and immediate self-interest of the United States. 

The United States program of technical cooperation and economic aid should 
arise from a concern for the welfare of every individual in every part of the world. 
It should be designed to help that part of the human race, about two-thirds of 
whom are sick or illiterate or politically or economically disadvantaged, develop 
their God-given potentialities with what assistance and resources the more 
highly favored nations and areas can share with them. It means primarily help- 
ing others help themselves do the things they want to do toward our joint ccmmu- 
nity aspirations and ideals. Programs must be geared to the needs and a ility 
of co intries to absorb them. F 

This kind of program must express both a deep and passionate concern for 
pelple—and a determination that they need not suffer from conditions which are 
not their favlt. We must meet the zeal of the Communists with comparable 
intensity and vigor, and we’re in a race for time. But this must be an effort for 
people, not just against communism. We should settle into this task on a long- 
range basis. 

We are confident that the people of this country would strongly support such a 
positive program, with leadership from the administration and from Members of 
Congress such as you who serve on this important committee. A positive pro- 
gram of help for the disadvantaged has for years ben a part of the philosophy of 
government in this and other countries so far as the citizens within the country are 
concerned. This belief in the general welfare underlies our important social 
legislation. As a Nation we believe that it is the responsibility of those more 
favored to share with those in less fortunate circumstances. We believe also that 
the welfare of all is increased by this sharing. This concept of the ‘‘general wel- 
fare’ can and should be extended to encompass those outside our borders for the 
same reasons that we find it valid within our own country. 

Barbara Ward, British author and economist, writing in the New York Times 
on March 11, 1956, urges that the West find a positive political philosophy of 
assistance ‘‘so that the program of foreign aid may be based not solely on expe- 
diency, self-interest, Communist competitiveness or the cold war, but upon co.- 
viction and principle * * *. Our only hope is to become one world in moral 
responsibility as well. Within the national community, we have diszovered, in 
the last century, one key to a shared sense of moral solidarity in the principle of 
‘the general welfare’—in other words, in an agreed sharing of wealth between 
well to do and underprivileged. This technique only waits to be extended, as 
a matter of conviction and principle, to the world of nation-states which now make 
up one neighborhood in our shrinking, atomic world.” 

Indeed it is safe to say we have already adopted this philosophy in certain of 
our aid programs. United States support for the United Nations Childrens 
Fund has been strong and steadfast, but this support did not arise as a reaction 
to the Communist challenge, and only in a general and ultimate sense can it be 
said to be in the strict self-interest. of the United States. Rather our support 
for the Children’s Fund arose from a felt need, a compassion on the part of the 
American public and their leaders for the wants of the world’s children. And 
this compassion and sense of responsibility for all men everywhere provided the 
material means to help meet this pressing need. 

2. If the United States is to maintain an expanding industrial and agricultural 
economy and to achieve a sound but rising economy, a much larger and more 
permanent program of world economic development is needed. 
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Foreign trade and the exchange of goods and services with the peoples of other 
countries is our largest single industry. With a rapidly increasing population 
here, if we are to retain a rising standard of living and an expanding economy, it 
is to the economic self-interest of the United States to encourage economic devel- 
opment on a world scale both from the standpoint of markets and from the stand- 
point of raw materials and supplies. : 

Peter Drucker in an article entitled “America Becomes a Have-Not Nation” 
in the April Harper’s, points out our increasing dependence on other nations for 
raw materials, and makes some rather startling projections of our future needs, 
He emphasizes the necessity of increasing exports if the United States is to earn 
the required foreign exchange to pay for the imports needed to sustain our grow- 
ing industrial system. He urges that America take the lead in promoting the 
rapid economic growth—and especially the rapid industrial growth—of the raw 
material produeing countries, ‘The rapid industrialization of the countries 
that produce raw materials is, therefore, ’’ writes Mr. Drucker, “the best invest- 
ment the United States can make in its own economic future. It is, moreover, 
the foremost ambition of these countries themselves.”’ 

Such a program will require long-range commitments and sizable amounts of 
public investment eapital for such things as education, sanitation, communications, 
and transportation, as well as increasing sums of private capital, 

Economic aid and technical cooperation programs should be divorced as far as 
possible from military considerations, if they are to build the kind of international 
stability and sense of partnership needed for a strong world community of 
economically stable nations, 

3. Our foreign-aid program should be a cooperative effort among the nations 
of the world to raise living standards and to wage a common war on hunger, 
disease, poverty, and illiteracy, increasingly through the United Nations. 

The United Nations, which is growing in the confidence, trust, and esteem of the 
people of the world, seems to be the logical channel through which the United 
States efforts in the technical cooperation and economic aid field should increas- 
ingly flow. United States Ambassador to the United Nations, Henry Cabot 
Lodge, Jr., has suggested increasing United States aid through the United Nations 
program. The report of Brooks Hays and Chester Merrow, members of this 
committee, on the 10th session of the General Assembly of the U. N. states: 
“It is urgently necessary that in the future we make far greater use of the U. N, 
system for foreign aid than we have in the past.” 

Many benefits stem from a United Nations program. Such a program can 
draw on technical personnel and experience from all over the world, and provide 
an opportunity for people in all countries to help others. A U. N. program ean 
remove one of the most damaging charges against the present United States 
bilateral assistance program—that it may tend to control and dominate the 
internal or external policies of other nations. United States dollars go further 
when pooled with contributions from other countries in the U. N. program. 

Those who counsel caution in overloading the U. N. are undoubtedly urging 
& wise course, yet there would appear to be opportunities for increased assistance 
through the U. N. that have not yet been accepted. The United States has so 
far failed to join the Special U. N. Fund for Economie Development (SUNFED) 
which would provide a splendid opportunity to share in a U. N. program of eco- 
nomic aid. The idea of such a fund for development has been linked with world 
disarmament—that is, the utilization of savings through disarmament for 
development. While it is important and imperative to work for universal 
disarmament under enforceable law, we can’t wait for that. Technical-coopera- 
tion programs and economic development must be expanded rapidly, even if 
there is no political progress toward disarmament. Indeed, the improvement of 
economic standards may help to decrease tensions, and in turn improve the 
chances for achieving disarmament. 

At the present time the United States carries on technical assistance programs 
both on a bilateral basis and through the United Nations expanded technical 
assistance program, There would appear to be no sound reason why the same 
procedure could not be used with economic aid through a bilateral program and 
through SUNFED, This United Nations program has tremendous appeal for 
those in underdeveloped countries, and the withholding of essential United 
States spaeown is often difficult for those in other countries to understand. 

The U. N. technical assistance program, as has been suggested by David Owen, 
Chairman of the U. N. Technical Assistance Board, can be trebled in the next 
5 years and expanded much beyond that if a SUNFED program should be 
approved. The present authorization requested for the U. N. technical assistance 
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program of $15.5 million is only about 10 percent of the amount requested for 
the United States bilateral technical assistance program. 

An increase in United States aid through the U. N. would probably require g 
reevaluation of the rigid percentage limitations now used to determine United 
States contributions. Contributions based on a percentage of a nation’s income, 
needs, and capacities would seem to be more realistic. In determining the levels 
of contributions a useful distinction might well be drawn between administrative 
and operating expenses. This would make it possible for the United States to 
contribute its normal percentage for the administrative budget, and observe a 
limitation which would insure that no one country could dominate the work of 
the United Nations or its specialized agencies. Because of our large national 
income and the deep interest we should exhibit in world recovery and in advance. 
ment for the underdeveloped areas, a division of budgets would provide an 
opportunity for the United States to take a much larger share of the underwriting 
of the actual operating programs. In fact, that is about what happens now in 
the U. -N. technical assistance program, and in caring for refugees in Palestine 
and Korea. 

Mrs. Virginia Gray has already testified in behalf of about a dozen organiza- 
tions, including the Friends Committee on National Legislation, in support of 
the United Nations Children’s Fund. I need only to add the hearty endorsement 
of the Friends Committee for what she and Dr. Martha Elliot have said so well 
in testimony before this committee regarding this very worthwhile humanitarian 
program for tens of millions of children around the world. 

We wish to make a special appeal for two specific programs in addition to the 
programs of economic aid and technical cooperation. 

4. United Nations Refugee Fund (UNREF). The Second World War which 
ended over 10 years ago is just a memory for most, but for a considerable number 
of refugee men, women and children, estimated to number about 300,000, it is 
still a bitter, living reality. 

The United Nations Refugee Fund, established as a result of General Assembly 
action on October 21, 1954, and carried out under the direction of the United 
Nations High Commissioner for Refugees, hopes to find a permanent solution to 
this pressing problem through a number of programs. Emigration of refugees is 
promoted where possible. A variety of programs are in operation to help refugees 
integrate into their present country of residence. Emergency assistance is also 

rovided for the destitute, the sick, the aged and those in transit. The UNREF 
rogram supplements the United States escapee program and the work of the 
Intergovernmental Committee on European Migration. 

This is the second year of an expected 4-year $16 million program, and the 
United States is asked to contribute $1.5 million for the 1956 program, $800,000 
as a partial appropriation for 1957, and to authorize the use of about $200,000 of 
last year’s appropriation, which was unused then because contributions from 
other governments did not meet the percentage figures set by Congress. We urge 
this committee and the Congress to approve all of these requests. The full 
amount requested would appear necessary if the 4-year goal is to be met. 

We in this country escaped most of the ravages of the last war and because of 
distance we have, unlike many European countries, even escaped having the 
refugee problem thrust upon us in a major way. We should do all in our power 
to aid in finding a permanent solution to this problem which will lift these people 
out of the despair which they now suffer. 

5. Ocean-freight costs of shipment of relief supplies and agricultural surpluses. 
During fiscal 1955 and 1956 to date, 18 voluntary agencies distributed to needy 
people abroad approximately 1 billion pounds of agricultural surplus commodities, 
chiefly dairy products. Recently wheat, corn, rice, and dry beans have been 
added to the list of commodities available for distribution by these agencies. 
With the addition of these bulky commodities, ocean freight assumes increasing 
importance as a limiting factor in the ability of the voluntary agencies to use our 
surpluses. In many ways, distribution on a person-to-person basis, which is 
feasible only through the voluntary agencies, is the most satisfactory procedure. 

There were provisions in the agricultural bill passed by the House and Senate 
but vetoed by the President on April 16, and again in the farm bill H. R. 10870 
passed by the House of Representatives May 2, which would provide funds for 
reimbursement of ocean freight for shipment overseas of surplus agricultural 
commodities by voluntary agencies. If this provision should be enacted into law 
before the mutual security legislation passes, then this item, section 409 (d), could 
be eliminated. If funds are not provided for this purpose from commodity credit 
funds, then this item should be more than doubled, in order to make it possible for 
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these agencies to distribute the estimated supplies which they could move in this 
yay. 

Oh the other item in section 409 (c) for voluntary relief shipments of clothing 
and other donations given by people in this country for the use of needy people 
abroad, the sum of $1,400,000 should be substantially increased. 

In short, we have appealed for a long-term program of expanding foreign aid 
and technical cooperation in a worldwide effort for economic development chan- 
neled increasingly through the United Nations (which might require 1 or 2 percent 
of our national income), coupled with the carrying out of our responsibility for 
resettlement of refugees, for improving the health and education of the world’s chil- 
dren, for the widest possible sharing of our agricultural surpluses—all in a spirit 
of humility and gratitude for the blessings of abundance with which a gracious 
God has blessed us far beyond what we deserve. 


Mr. Witson. Mr. Chairman, my name is E. Raymond Wilson. I 
am appearing for the Friends Committee on National Legislation. 
I appear here today in support of those provisions of H. R. 10082 
authorizing technical cooperation, humanitarian economic aid, and 
the refugee and children’s relief programs of the International Cooper- 
ation Administration and the United Nations. 

I would like to associate myself, first, with what Mr. Chamberlin 
said for the Congregational Christian Churches Council for Social 
Action. We view this as an opportunity for a worldwide expression 
as to the general welfare, thinking in terms of the human family and 
those of us who are blessed with abundance, trying to help in the 
development of those who are less fortunate. 

In the second place, if the United States is to maintain an expanding 
industrial and agricultural economy, achieve a sound but rising econ- 
omy, a much larger and more permanent program of worldwide 
economic development is needed. 

No doubt your attention has already been called to the article by 
Peter Drucker in the April Harper’s. He projects our needs for the 
next 20 years and points out that if we are going to maintain a rising 
agricultural economy and industrial economy, we will need many 
more imports, and to earn those imports we will need a much larger 
volume of exports. Therefore, it is to our economic self-interest to 
see that other countries, which are our potential suppliers, are devel- 
oped agriculturally and economically. This is a long-term program 
which will require a great deal of capital, both international investment 
capital and private capital. 

In the third place, I would like to stress that our foreign-aid program 
should be a cooperative effort among the nations of the world, working 
increasingly through the United Nations, to raise living standards and 
to wage a common war on hunger, disease, poverty, and illiteracy. 

You have heard already here this morning the advantages of in- 
creased participation through the United Nations in the recruiting 
specialists from all over the world—the sense of partnership, the 
avoidance of a situation where claims can be leveled at us that we are 
trying to control the destinies of some other country. 

We would like to plead that this committee encourage our partici- 
pation in SUNFED as one of the agencies through which capital 
might be channeled to underdeveloped areas, and that we should not 
wait for disarmament but should go ahead now. We do support 
efforts for universal disarmament, but we should not wait for funds to 
be released by that source for an adequate program of economic aid 
that could be absorbed by the nations now. 
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Mrs. Gray has already testified for a dozen organizations on behalf 
of the Children’s Fund. We have just listened to the testimony of 
the National Congress of Parents and Teachers. ; 

So, I merely want to associate ourselves with continuing support 
of this fund. We wish the appropriations for it might be even larger 
than the request. 

Then, in closing, Mr. Chairman, to mention more specifically two 
items, one, the United Nations Refugee Fund, with approximately 
300,000 men and women and children still without permanent homes 
that have been displaced because of war or political persecution. It 
would seem to us particularly appropriate that the United States 
should join in trying within the next 3 years to see that those people 
are resett'ed and have a chance to start over again. 

- We would like to appeal for the full contribution that has been 
requested, one million and a half for the 1956 program, $800,000 as a 
partial appropriation for 1957; and for authorization of the use of 
what was left over from last year’s appropriation, since the program 
did not have a chance to get underway until the year was well along. 

Two or three witnesses mentioned the question of agricultural sur- 
pluses. I would like to speak to one point on that, and that is to 
encourage the committee to continue and expand the support they 
have given to voluntary agencies for ocean freight reimbursement. 
The farm bill contained a provision for underwriting this reimburse- 
ment from Commodity Credit Corporation funds. That was vetoed 
by the President. The same provision was in the bill which passed 
the House last week, and if it passes the Senate and were aad a into 
law, then that item could be dropped out of the mutual security 
appropriations. 

here is an item in 409 (c) for reimbursement for the continued 
program of volunteer relief shipments—clothing and donated supplies 
other than agricultural surpluses. The figure of $1,400,000 seems to 
the volunteer agencies considerably lower than their needs. I believe 
you are going to have testimony from a spokesman of the volunteer 
agencies. 

As a member of the Society of Friends that has been concerned 
about this foreign relief program (the American Friends Service Com- 
mittee is our agency for such distribution), we would like to plead 
that this sum be adequate for the amount of clothing 

Mr. CarnaHAN. What sum do you suggest? 

Mr. Witson. I think it ought to be doubled. But I would rather 
have the agencies speak about their needs. 

In summary, we have appealed for a large and long-term program of 
expanding foreign aid and technical cooperation in a worldwide effort 
for economic development, channeled increasingly through the United 
Nations (which might require 1 or 2 percent of our national income, 10 
the long run, when it is fully underway), coupled with the carrying out 
of our responsibility of resettlement of the refugees, improving the 
health and education of the world’s children, the widest possible shar- 
ing of our agricultural surpluses—all in a spirit of humility and 

ratitude for the blessings of abundance with which a gracious God 
as blessed us far beyond what we deserve. 

Mr. CarnaHAN. Are there questions? 

Mr. Witson. Thank you, Mr. Chairman, 

Mr. CarNaHAN. Our next witness is Mrs. A. Paul Hartz. Do you 
want to present your statement? 
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STATEMENT OF MRS. A. PAUL HARTZ, GENERAL FEDERATION OF 
WOMEN’S CLUBS, WAVERLY, VA. 


Mrs. Hartz. Thank you, Mr. Chairman. I would like to read my 
statement, as it is extremely brief. 

Mr. CaRNAHAN. You may proceed. 

Mrs. Hartz. Mr. Chairman, I am Mrs. A. Paul Hartz, chairman 
of legislation for the General Federation of Women’s Clubs, which 
was chartered by Congress in 1901. We have a direct membership 
of 875,000 women in the United States. Our affiliated membership 
numbers 5% million in the United States and 5% million women in 55 
countries of the world. 

The General Federation is grateful to the distinguished gentlemen 
of this committee for again giving us an opportunity to speak in 
behalf of appropriations for the United Nations International Chil- 
dren’s Emergency Fund. The international membership of this 
organization is made up chiefly of wives and mothers who view the 
welfare of children as one of the primary concerns, not only of the 
United States Government, but of all the countries of the world. 
Besides endeavoring to save children from suffering, our members 
work to insure healthy and productive citizens for the future. Women 
know that character is built during childhood and that adequate food, 
clothing, health, education and spiritual guidance are basic needs. 

UNICEF has been more successful than any other agency in 
focusing worldwide attention on the welfare of children. The upward 
trend, from 30 governments participating in 1950 to 71 governments 
participating in 1955, is evidence of the growing willingness of nations 
to cooperate in supplying the needs of their children. Because it 
appeals to a universal element in human nature, UNICEF is a power- 
ful ally in creating an atmosphere of working together which is so 
hecessary in our steps toward peace. Moreover, the fact that coun- 
tries accepting aid, matched each UNICEF dollar by spending an 
average of $1.66 themselves, is visible proof of their concern to pro- 
vide benefits for their children. 

The immediate and more dramatic need just after the war of 
feeding the starved and emaciated children of Europe is now not so 
urgent. We are able to work toward a less tangible but nonetheless 
essential, long-range goal of prevention. We can supply medicine as 
well as milk; we can supply drugs and equipment, chemicals to im- 
prove sanitation, as well as food. By raising the health standards 
of the children of the world, we are helping to eliminate health hazards 
for our own children. 

A country blessed with bounty such as ours, and founded upon 
precepts of brotherhood and service should willingly assume and con- 
tinue leadership in alleviating suffering and want among children. 
We believe UNICEF has filled a pressing need in our world and we 
earnestly desire the continued participation of our Government in 
fostering the well-being of children. 

_ The General Federation of Women’s Clubs urges the full appropria- 

tion of $10 million as requested in H. R. 10082 for UNICEF. We 
believe this sum is the minimum necessary to continue services at 
their present level. We consider it a good investment both for 
umanitarian reasons and for our own best interest. 

May I add that there is no straighter path to the hearts of people 
everywhere than through help to children. 
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Mr. Carnanan. In your statement you say, “71 governments are 
now participating.” You mean, participating in making contribu- 
tions? How many nations are receiving help eS the fund? 

Mrs. Harrz. I think there are 71 nations who are contributing to 
UNICEF, 107 countries and territories are carrying out projects 
assisted by UNICEF. I believe these figures are correct but I could 
be mistaken for I did not bring all my material with me. 

Mr. Carnauwan. Are there any further questions? We thank you 
for your fine statement. 

The committee will stand adjourned until 10:30 tomorrow morning. 

(Whereupon, at 12:47 p. m., the hearing adjourned.) 
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TUESDAY, MAY 8, 1956 


House or REPRESENTATIVES, 
ComMITTEE ON ForrIGN AFFAIRS, 
Washington, D. C. 
The committee met, pursuant to call, in room G-3, United States 
Capitol, at 10:54 a. m., the Honorable James P. Richards (chairman) 
presiding. 
Chairman Ricnarps. The committee will come to order, please. 
We will continue hearings on H. R. 10082. 
We are privileged to have our colleague, the Honorable Abraham J. 
Multer, with us this morning. 
Will you proceed, Mr. Multer. 


STATEMENT OF HON. ABRAHAM J. MULTER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK 


Mr. Mutter. Mr. Chairman and members, I appreciate the oppor- 
tunity of coming before you again and voicing my opinions for what- 
ever aid they may be to you in connection with the pending bill. 

While I appreciate the worldwide importance of the provisions of 
the bill, and that it does cover many areas of the world, I would like 
to address myself primarily to the bill as it affects the Middle East, 
or the Near Kast, as it is often referred to. 

May I by way of preliminary indicate to the committee that I 
appreciate that in viewing the testimony of any witness you have the 
nght to ask yourself, what is his background and does he have any 
prejudice or bias in connection with the subject on which he speaks. 

When anyone of the Jewish faith addresses himself to the Middle 
Kast, you have a right to take that into account. I want to assure the 
committee at the outset that my first and primary interest is the same 
as that of every member of this committee, that is, world peace and 
the security of our own country. 

I hope that in assessing the value of my testimony, you will have in 
mind not only my religious background but also that I was among the 
first to look with favor upon restoration or resumption of diplomatic 
relations with Spain. I think that I can justifiably say that my 
personal report to President Truman late in 1949, after a visit to 
Spain, together with the information brought back from there by other 
members, had at least some bearing upon what I think everybody 
—_ today is a desirable result of resuming diplomatic relations with 

pain. 

I was among the early advocates of help to Turkey, which, as you 
know, is a 98 percent Moslem country. Despite the fact that it is 
quite unpopular among many of my constituents, I have taken the 
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position that the interests of our country require if not a full-fledged 
es or minister at least a special representative at Vatican 
ity. 

With those preliminaries, let me address myself to the Middle 
East situation. 

Chairman Ricnarps. May I add that I can testify to the correct- 
ness of the gentleman’s statement on those matters. 

Mr. Mutter. Thank, you, Mr. Chairman. I trust that the 
members of this committee will not think that I usurped or impinged 
upon their authority when during the last recess I made a trip into 
various countries, and more particularly into the Middle East, where 
I visited in Lebanon, Egypt, Turkey, and Israel. 

I think that we can all agree that the overall problem is the estab- 
lishment of peace in that area and that anything short of full-fledged 
peace is obviously a threat to our own security and to world peace. 

I think we also agree that the subsidiary problems are the resettle- 
ment of the refugees, the lessening of the existing tensions and an 
agreement about the boundaries. 

I think with a period of 8 years of experience behind us now there 
must be a complete revision of our poliay in that area with much 
more firmness than has heretofore been shown in our treatment of 
the peoples throughout that area, or more accurately, our treating 
with the leaders of the governments there. 

The tensions have gotten worse and more bitter. We have had 
no real negotiations which would lead to peace. 

You may recall that as early as 1948, before there was a state of Israel, 
I said that the only way we will have peace in that area is if we go in 
there and help all the peoples of that area, the Arabs who are living 
there as well as the Jews, to help them rehabilitate themselves and 
to improve their economic conditions there. 

That directly relates to the refugee problem. We are told time 
after time that there are 900,000 refugees outside of Israel who must 
be rehabilitated and must be resettled. 

The Arab position has been they will not talk peace until all of 
those Arabs are returned to the State of Israel. That means never. 
I think it should be perfectly obvious to anybody and everybody 
familiar with the situation that you couldn’t possibly resettle those 
900,000 Arabs in the little State of Israel even if you were going to 
take all the State of Israel and give it to them. 

Before they left there 90 percent of them were living in poverty. 
The average annual income was from $15 to $30 per year. Thirty 
dollars per year was high income for 90 percent of the Arabs living 
in that area. 

To take them and send them back there would be utter folly— 
how are they going to live? Obviously these people must be resettled 
in places where you can give them a piece of land or an opportunity 
to earn themselves a livelihood that doesn’t even begin to approach 
our standards, but which will at least improve their prior standards 
or give them an opportunity to live if not decently as we know it, t 
least better than they had lived when they were unable to eke out 4 
living for themselves and their families. 

Today in these refugee camps they are being supported mainly by 
the bounty of the United Nations and this country, which supports 
or gives to that fund most of the money that is being used for that 


purpose. 
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Why haven’t they been resettled? They haven’t been resettled 
because the Arab leaders have refused to permit them to be resettled. 

In that connection, our policy must be changed, and I think it 
must be a condition of further aid going to that area, that something 
must be done about that situation. 

We have talked and talked to the Arab leaders, and we have run up 
against a stone wall. They will not move in that direction. I think it 
is high time that our Department of State changes its policy in that 
regard and make it known in no uncertain terms that this problem 
must be solved, that we will no longer continue to permit the Arab 
leaders to use this as a political problem and to keep those refugees 
stirred up emotionally against resettlement. 

I might say that I have been in that area three times—I was there 
in 1948, 1949, and again in 1955. After each of my visits there I have 
been visited at home, unsolicited, by Arabs, Moslem Arabs, and 
Christian Arabs, indicating that much of the story we get out of 
there about the unwillingness of the Arabs to be resettled is the talk 
not of the Arab refugees themselves, but of the leaders of the Arabs. 

If we can let those leaders know in no uncertain terms that this 
problem must be solved, you can begin to move those Arabs out, 
not en masse but family by family and resettle them. We will then 
get rid of this emotional problem that has kept that area stirred up 
all through the years. 

You will find back in December 1947 and January and February 
of 1948 I was urging things such as, as I called it at that time, a 
Middle East TVA. I had in mind things like the Aswan dam that 
they are talking about on the Nile. I had in mind things like the 
Jordan Valley project that Ambassador Eric Johnston has done so 
much to bring almost to the point of closing. 

Secretary Dulles told the Senate committee in February that all 
of the details had been worked out except the political agreement. In 
other words, every last item had been agreed upon, between Syria, 
Jordan, and Israel, as to how it would be financed, what would be 
done there, where the power would go, where the water would go, the 
division of water between Syria and Jordan and Israel. The only 
thing that stops the project from going ahead is political agreement or 
assent politically by Syria and Jordan. Both are pressured by the 
Arab League not to agree politically. 

Israel has indicated her willingness to go ahead. She is ready to 

execute the formal documents. ‘The Arabs refuse. Israel has several 
times indicated that she would go ahead without the Syrian and 
Jordanian consent. Of course, each time she has been persuaded that 
that is not the thing to do. 
_ Tsay the time has come when our Government must say, and this 
is probably the place for it to be said, in this bill, or in the report on 
this bill. Lay down the policy that if the Arabs will not go along with 
those projects, Israel will be permitted to do it herself, that there will 
be no aid to that extent to Syria or Jordan as such, but as long as 
Israel will make the commitment, the firm commitment, that the 
power and the water generated there will go in agreed portions or 
ratios into Syria and Jordan, when they are ready for it, that Israel 
may go ahead and do the job and we will help her do it. 

I think if we took that firm attitude the Arabs would have no 
choice in the matter but to say, “Let’s go ahead.” 
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I was told, as your study mission was told, as evidenced by their 
report that was submitted to you under date of March 14, 1956.— 
I met with some of the members of that study mission while we were 
in that area—that a lot of the tension there was caused by the Baghdad 
Pact. 

The surprising thing is that we were told by Arab officials our 
American diplomats tell them that the United States did not bring 
about the Baghdad Pact. Why they should have been told that, | 
don’t know. But it only irritated the situation rather than help 
assuage their feelings. 

There is no doubt but the fact is and Secretary Dulles has taken 
credit for and has claimed it was his idea. He says he started some 
3 years ago to set up this Baghdad Pact as a northern tier or frontier 
as a defense measure against possible invasion of that area by Soviet 
Russia. 

I sat down in this building, in the old Supreme Court room, with 
Gen. Bedell Smith, who was then Under Secretary of State, and with 
Ambassador Byroade, who was then our Assistant Secretary of State 
in charge of the Middle East, when we were talking about this plan 
3 years ago. 

I said to them, I think there were several of the members of this 
committee present, | said to those two gentlemen, that you are wasting 
your time and your energy and money in that kind of venture, because if 
Russia decides to move in there, all of the money that you are now 
spending for military aid and economic aid, if it was all used there 
for military aid, you are not going to stop Russia from moving into 
that area, when she decides to move. 

I didn’t anticipate that Russia was going to jump over the northern 
tier once it was set up. She has done that and moved in, Communist 
arms have been going into the Arab States for years. Something 
now must be done to strengthen that whole area. We are not going 
to strengthen it by sending arms into Egypt in competition with 
Russian arms. I don’t know how much of the facts on that question 
have been stated to you 

Mr. Vorys. You don’t mean into Egypt. 

Mr. Mutter. Into Egypt. 

Mr. Vorys. By sending arms into Egypt in competition with 
Russia—I thought you meant into Israel. 

Mr. Mutter. Into Egypt, in competition, because the record is 
clear that for some time Egypt has—it goes back, I think, to 1952, 
when Egypt first sought arms from the United States. 

She has gotten small quantities through the years from the United 
States. But when she sought large quantities of arms, she was 
asked to sign the usual agreement, that she would not be an aggressor, 
not use any of these arms as an aggressor against any nation. She 
refused to do that. Then, as you recall, in the summer of last year 
the Secretary of State pretended to be very much surprised with the 
fact that a deal had been consummated between Czechoslovakia and 
Egypt for the sale of jets and large armaments. Ambassador Byroade 
told me in Cairo in November, 1955 that he had known of the Egyptian 
negotiations with the Communists for arms for more than a yeal 
before the deal was announced. 

I think it should have alerted our State Department to the fact 
thai any country that is looking for arms and will not sign an agree- 
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ment that those arms will not be used as an aggressor or for aggression, 
doesn’t mean well, but intends to be an aggressor. 

Let’s analyze that a little further. I understand Secretary of State 
Dulles said to the Senate committee in February of this year, when 
he was there, that he didn’t know what arms had been sent into 
Egypt by Czechoslovakia. 

“When I was there, last year, it was known in Turkey, it was known 
in Israel and it was no secret to Egypt. I am now talking about 
November 1955 when she had already received at least 40 jets and 
6 submarines. She has today, I believe, 18 battle cruisers. Where 
will these battle cruisers and these submarines be used, and against 
whom will they be used? We are told the only fleet in that area is 
the United States 6th Fleet. Russia has no fleet there, and Russia 
is not going to supply Egypt with any of these submarines if they 
are to be used against Russia. Against whom will the submarines 
be used? Against Israel? Israel has no navy. 

What about this “preventive war” talk we hear? I say to you in 
all earnestness it has been stirred up in large part by representatives 
of our State Department, this talk about a “preventive war’ by 
Israel against her neighbors. Let’s analyze it. 

The little country of Lebanon to the north of Israel is smaller in 
geographic size and has a population of about a million people, which 
is just about half of the number of people in the State of Israel. 

They say that Israel can muster an army of 250,000 men. Lebanon, 
when I was there in November 1955, could muster a total police force 
and army of 5,000 men. If Israel had any intentions to move on her 
neighbors, I think everyone must concede that Israel could move in 
on Lebanon and take it over overnight if she had any desires to wage 
aggressive war against her neighbors. She has not done it and has 
no intention of doing it. Of all her borders the Lebanese borders 
have been the most peaceful. 

Most of the border incidents coming from the Lebanese side of the 
border can be traced to infiltrations from Syria and Egypt. 

Persons who have had the same advantage as I had of having been 
in that area as late as 1949, returning again in 1955, are impressed by 
the fact that Lebanon is making comparatively the same progress as 
Israel. Her people are prospering, their standards are improving, and 
they want nothing but to be left alone. Cross the borders into the 
other Arab countries and you find that they are practically in the 
same degraded and degrading conditions as existed all through the 
years up to 1949. There has been little or no improvement in their 
methods, their means, their standards or their opportunities to earn a 
livelihood. 

I was interested to find out where this talk about a “preventive 
war” by Israel comes from. I noticed that Secretary of State Dulles 
indicated in his testimony before the Senate committee that he believed 
that there was such talk in Israel of a preventive war against her 
neighbors. 

_ I found in our Embassies in Lebanon, in Egypt, and in our Embassy 
In Israel, the talk came from our American officials, that Israel might 
indulge in a preventive war. 

I know that Ambassador Lawson in Israel had no such idea. On 
the other hand, I know Mr. White in that Embassy made it known to 
anybody who would listen to him tbat it was his idea that there will be 
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a preventive war by Israel, and to bolster his position wherever possible 
he would put you in touch with that minority, that small group in 
Israel who have been yelling all through the years for such a war and 
for enlargement of the state of Israel. 

That definitely is a very small group in Israel. The large majority 
of the people, and all the responsible officials in government in Israel, 
will say that they know that if they were to start any kind of war upon 
any of her neighbors, they would immediately turn world opinion 
against them, that they would be cut off from all assistance of any 
kind from this country and from our allies, and that while they might 
win the first battle, they would have to lose such a war. 

In our Embassy in Lebanon, the same talk was going on. In Egypt 
I confronted our ambassador, Ambassador Byroade, with the same 
matter and I asked him pointblank: “Do you think there is a single 
Arab leader who believes that Israel will wage a preventive war?” 
and Mr. Byroade said, “They don’t believe it, but I, Hank Byroade, 
believe it.” 

It is that kind of preachment going on by our American officials 
there that is keeping this pot stirred up. 

Unless our State Denarthiont is going to do something about it, to 
stop it, we are going to have more and more trouble in that area instead 
of less and less. 

You will probably recall that Mr. Dulles has been taxed many 
times with the situation in that area, and has been asked to give his 
reasons as to why something can’t be done about it, particularly with 
the situation in Saudi Arabia, where they refused to permit American 
Jews to serve as part of our Armed Forces. There is nothing wrong 
with the provision in any of these agreements that anyone objection- 
able to a local government should not be permitted to remain in that 
country. 

That has been the way of governments ever since we have had 
civilized governments. ‘Today, in the United States, if our Govern- 
ment finds a diplomat here from a foreign country who is objection- 
able, we send him home. We never find anybody objectionable 
because of his religious beliefs. When the attempt is made to relate 
Judaism or the Jewish religion to Zionism, then you get this very fine 
difference that is drawn by the Arabs and by the Moslems, which even 
our Secretary of State, however, does not try to draw. 

They will tell you, the Arabs, the Moslems, that the Jews are our 
cousins. They say: “We are all Semites. We have all been perse- 
cuted together and we want to live peacefully together. But,” says 
the Moslem, “while I do not oppose the Jew, I am opposed to the 
Zionists, and the Zionist is the fellow who wants a Jewish state.” 

That cannot be an excuse to our State Department for saying that 
any American Jew in the armed services of our country may therefore 
be deemed objectionable to Saudi Arabia or to any of these other 
countries. 

Whether you go to Lebanon or go to Turkey or go to Egypt, you 
will find that there are Jews living there, and living there peacefully 
with their neighbors. True, they make no attempt to espouse the 
Zionist cause in the Arab countries, or the cause of an independent 
state of Israel. But all this destroys the substance of the charge 
that the basic difference in that area is a religious difference. 

These people can live together and will live together, and will trade 
together, and prosper together, if given the opportunity. 
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I think it is up to the Congress to write the directives into a bill such 
as this, so that our State Department representatives will do the right 
thing. They talk about trying to establish peace in this area and 
couple it with talk about the fact that the boundaries must be agreed 
upon first. y f. ; 

I say to you gentlemen that if our State Department said to the 
Arab States: ‘We will not stand for aggression from either side. We 
will not permit aggression by Israel against her neighbors. We will 
not permit aggression by the Arab States against Israel,” this problem 
can be settled. It cannot be settled by saying: ‘“‘We will guarantee 
vour borders if, as, and when you will agree upon the changes,’’ be- 
cause that may never come. Unless and until we take the firm posi- 
tion that these boundaries will be changed only by agreement or by 
arbitration (and there is a method of arbitration) we cannot impress 
upon both sides the imperative need for them to sit down and agree 
upon a change of boundaries. 

But we must first way, ‘You are not going to fight about these 
borders and boundaries.’”’ Then if they won’t sit down and agree 
upon it, there is a way of making them go to the World Court and sub- 
mit the matter there. 

Mr. CHIPERFIELD. Haven’t we said that? 

Mr. Mutter. No, sir, we have not. Mr. Dulles has repeated time 
and time again that we will guarantee these borders and boundaries 
if, as, and when they agree upon them. 

Mr. CuHrPERFIELD. The State Department made a statement about 
aggression, and offered their services, the United Nations, and so 
forth, to work this thing out, didn’t they? 

Mr. Mutter. They have not taken the firm position I advocate. 
There have been intercessions, but there has been no firm statement 
of that policy by our State Department to this day. 

Israel asked for a mutual security pact, and in asking for it she 
suggested for each of the Arab States the same security pact that she 
asked for. This, too, is a method of smoking out the evil intent of a 
potential aggressor. Such a nation not only will not ask for, but will 
reject such a pact. 

The State Department has not seen fit to give or even negotiate 
with the state of Israel about such a security pact. 

Chairman Ricuarps. Where would you place the line? There is @ 
dispute about the line. 

Mr. Murer. You say to all sides: The lines remain precisely 
where they are until you sit down around the peace table and agree 
upon a change, and if you can’t agree, then either you are going to 
appoint arbitrators, and if you don’t appoint arbitrators, you go to 
the World Court and let the Court decide. When the Court makes 
the decision, it will be binding upon all sides. 

This is an international dispute. It is a proper subject to come 
before the World Court. It is high time that we as leaders of the: 
world will say that we will stand for no fighting about things of this 
kind which can be settled either by agreement or by a Court decision. 

In my opinion, we must take that kind of firm position, and if we. 
did we could very quickly settle these problems in that area. If we 
don’t take that firm position, then we are bound to have trouble there. 
These people will continue to snipe at each other, and it doesn’t 
matter who is responsible for the first sniping. A shot from 1 side 





838 MUTUAL SECURITY ACT OF 1956 


brings forth 2 from the other side. It doesn’t matter whether jt 
comes from Israel or the other side. As long as you have these 
people stirred up, they will be sniping at each other. The only way 
to handle it is for us to take this firm position. I do hope that this 
committee will, as a part of this bill, say that we want to give aid 
economic aid, to all of this area but peace, true peace, is the price 
they must pay. 

You have heard many times from our Secretary of State that he 
hopes this issue of the Middle East will not be made a political issue 
in this year’s election campaign, because it will stir up the Arabs into 
again voicing the opinion that in this country we depend on Jewish 
votes and therefore we are more favorably disposed toward Israel 
than we are to the Arabs. 

I was surprised to learn when I met with the Arabs throughout 
this area, that not one had ever been told that the Jews in this country 
are a minority, that in the Senate with 96 Members we have only 2 
who are Jews, that of the 435 Members of the House the maximum 
we have ever had, is 11. 

As I pointed out to them, in the membership of the study mission 
that was there representing this very committee, not one depended 
on a Jewish vote in his home district to get himself elected; that this 
was not a Jewish problem, nor a Christian problem, nor a Moslem 
problem, that this is a problem of doing the right thing, the humane 
thing, and making people behave and not fight with one another. 

When you talk to some of our Arab friends over there, you find 
the unfortunate part of it is that our American diplomats have never 
once taken the trouble to tell these Arab officials that this is not a 
Jewish problem at home. 

They talk here at home about making it a political issue, but they 
never tell the Arabs it is not a political issue, that neither party needs 
Jewish votes to elect our President, or our House or our Senate. 

The shame of it is that our State Department has not taken the 
forceful unequivocal, position and said to these people, ‘You are 
wrong. This is not a political problem at home.”’ 

The same thing goes for the way that they handle some of these 
other problems there. You travel through the Middle East and you 
are told by some of the Arabs that we should stop the Jews raising 
funds here in the United States and sending them to Israel. They 
don’t understand that charity drives are conducted here without the 
aid or interference of Government. 

Not once has an American diplomat said to the Arab leaders that 
the Jews have said time and time again in the United States that 
they will go out and raise as much money to rehabilitate the Arab 
areas as they raise for Israel, if only there can be peace there; that if 
the Arabs will sign a treaty, Americans of all faiths will do the same 
for the Arabs as they are doing for the Jews there. 

No one knows better than we people here at home, Jew and Christian 
alike, that you can’t have prosperity in one little corner surrounded 
by poverty, without creating antagonisms in the poorer areas. Yol 
aa to build up the whole area and give them all an opportunity 

ive. 

Mr. Vorys. Along the line you just mention, on August 26, 1959, 
in an important statement by Secretary Dulles, he said, with reference 
to the plight of the 900,000 refugees: 
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Compensation is due from Israel to the refugees. However, it may be that 
Israel cannot unaided now make adequate compensation. If so, there might be 
an international loan to enable Israel to pay the compensation which is due and 
which would enable many of the refugees to find for themselves a better way of 


real Eisenhower would recommend substantial participation by the United 
States in such a loan for such a purpose. 

What do you think of that statement? 

Mr. Mutter. That is directly in line with what I have in mind. 
The Israelis would like to have that. Every right-thinking person 
would like to see that done, and the only reason it isn’t done is because 
the Arab leaders sit back and say, ‘‘We won’t let you resettle these 
refugees anywhere except in Israel.” 

Mr. Vorys. That is not my understanding. 

Mr. Mutter. I would like to suggest that if you would give me, 
Mr. Chairman, an executive session meeting I will bring to you 
Arab-Moslems who will tell you that when you go into these refugee 
camps you will be permitted to meet only with the leaders. They 
will tell you how terrible the situation is, how the people in the camps 
will not be resettled except in their homeland. These witnesses, I 
can bring to you, will tell you that is not so, that the Arab refugees 
are willing to be resettled, that they want to be resettled. There 
have been negotiations time and time again between some of them—— 

Chairman Ricuarps. I would like to say, Mr. Multer, that we 
started a little late. Mr. Multer told us beforehand that he had a 
meeting with the Banking and Currency Committee, and he has 
received a notice that they are ready for him. 

Mr. Mutrer. I will take just a few minutes more. I would like 
to answer any questions that the members care to address to me either 
this morning or at any other time you will invite me back. 

Mr. Vorys. As you know, the United Nations resolution said it 
was the duty of Israel either to compensate or repatriate the Arab 
refugees. Both of those alternatives are open to Israel. 

As far as I know, there has never been any offer by Israel to re- 
patriate—— 

Mr. Mutter. The 900,000—you are right. As I indicated before, 
it would be an impossible task to try to repatriate them in Israel. 
They have taken Arabs back into Israel. There have been some 
100,000 families that have been reunited within Israel, people who 
had been outside Israel and permitted to return. 

Israel has always indicated her willingness to compensate the Arabs 
for their property that was left behind. She has unblocked the funds 
within Israel that were left behind by the Arabs. They have made 
available that to them. 

I was about to say, as I got this message, that I can bring to you 

Arabs, Christians, and Moslems who left Israel, who negotiated with 
the State of Israel for compensation, and when the Governments of 
Syria and Jordan where they were living found out that the negotia- 
tions were being consummated, stepped in and th.eatened them with 
annihilation if they dared to go through with the agreements or to 
accept any of the money offered by Israel. 
_. There isn’t any doubt that people who are entitled to the money, 
if they are left alone, will be fairly compensated and will get the com- 
pensation that they are willing to accept, if the leaders of their home 
governments would let them take it. 
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I am prepared to bring to you, Mr. Chairman, persons whose names 
must be protected because their families are still over there and who 
would be annihilated if it was known they are testifying here. I will 
bring you Arabs who will testify under oath that what I say to you is 
the fact. 

Mr. Vorys. The home government of the Israeli-Arab is Israel, 
We all joined in the desire of the Jews to go back to their homeland. 
The en of these Arab refugees is not some other country; it is 
Israel. 

Mr. Mutrsrr. How many of these 900,000 fled from Israel? 

Mr. Vorys. I don’t know. A lot of them have been born in exile, 

Mr. Mutter. Many of them were born in the refugee camps. 
You will find that in the Arab refugee camps outside of Israel, among 
the 900,000, you will find thousands and thousands of them who were 
poor nomads roaming the Arab lands, eking out a living from the 
countryside, who moved into these camps because there they are 
supported by the U. N. and the contributions of the United States to 
the U. N. instead of continuing to roam. 

I don’t care how they got there. They are human beings who 
should be rehabilitated. They are human beings who should be given 
an opportunity to earn a livelihood. Something has to be done for 
them. But it is impossible to take the 900,000, whether they were 
ever in Israel or not, and move them into Israel, certainly not until 
there are firm peace treaties entered into between these Arab countries 
and the State of Israel. 

If the peace treaties were consummated, then you might be in a 
strong position to say, ‘“Those who came out of Israel have a right to 
return to their homeland.” 

But as long as they are at war—as late as January 16, Mr. Nasser 
said, ‘“From the Atlantic to the Persian Gulf there is but one Arab 
nation which no one will succeed in dividing again. After World 
War II part of the Arab heart was snatched from the Arab body’’— 
meaning the State of Israel. ‘Today Arabs from the Atlantic to the 
Persian Gulf will cooperate in restoring that part,” restoring Israel to 
the Arab lands. 

As long as that condition exists, as long as the Arab leaders join 
with Mr. Nasser, as they are doing in saying that, surely no one 
believes that bringing those 900,000 Arabs or any substantial part of 
them into Israel is going to make for peace. 

Chairman Ricuarps. Mrs. Kelly. 

Mrs. Keuiy. Mr. Chairman, I would like to compliment my col- 
league from Brooklyn, Hon. Abraham Multer, for his testimony and 
appraisal of the Middle East situation. 

Is there any question in your mind, Mr. Multer, that if we could 
get the representatives of all the countries in the Middle East to 4 
peace conference that Israel wouldn’t be willing to settle every con- 
troversial issue, including the return of a token number of refugees, 
repayment for their land and return of their bank accounts, trade, 
boundaries, and so forth. 

Mr. Mutter. Mrs. Kelly, there isn’t a doubt in the world that the 
Israeli Government and their officials will sit down at the peace table 
~~ talk about all these problems and try to arrive at a solution of 
them, 
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But let’s be practical about it. As of today, the Arabs will not sit 
down with the Israelis face to face. But that doesn’t mean that you 
can’t commence these negotiations. 

As a matter of fact, word was sent home at my instance to the 
Secretary of State. I know it was received here. I know it was 
received in our Embassy in Israel. I know it was received in our 
Embassy in Egypt, that the Arab leaders were ready to sit down and 
talk, not face to face with Israel, but with American representatives, 
with United States representatives about the settlement of all of 
these problems, if the United States will take the initiative and say, 
‘We insist that you sit down and talk about these things.”’ 

You could keep the Arabs on one side of the barrier, the Israelis on 
the other. The United States representative could talk first to one 
group and then to the other group, and finally consummate an agree- 
ment and bring them together to sign it. 

It was going to be done, and word was sent back that it would be 
done, not on the basis of the 1947 partition resolution but on the 
basis of the 1949 resolution. There is a difference, because now the 
Arabs say they want to roll everything back to the 1947 boundaries. 

The 1949 truce agreements recognized the boundaries set up at 
that time as armistice boundaries, subject to revision. That word 
came back, was received here in Washington, was received throughout 
the Middle East, with the exception of our Embassy in Turkey. 

Within 5 days thereafter, Prime Minister Eden of Britain issued 
the statement that he would be the arbitrator between Israel and the 
Arabs on the basis of the 1947 partition resolution. 

It was an attempt by Mr. Eden to reestablish British prestige in 
that area. Whether or not he knew that by talking about the 1947 
resolution he would blow up the possibility of these negotiations, I 
don’t know, and I won’t make that charge against him. 

The Arabs sent word that they would talk about the 1949 borders. 
He wanted to talk on the basis of the 1947, and the whole thing blew 
up. 

Mr. CurperFieLp. Mr. Chairman, I was going to ask this: I can’t 
understand how there would be any considerable portion of people of 
Israel that would advocate a preventive war, because if they fight a 
preventive war they are going to have to fight the very war that they 
are going to try to avoid. 

It is a good deal like a man committing suicide because he is afraid 
to die. That would be the case if you fight a preventive war; no one 
would win. 

There is one question that you didn’t comment on, and perhaps 
you didn’t do so because you didn’t desire to raise that issue; if you 
do not, do not answer my question. 

Do you advocate the United States sending arms to Israel? 

Mr. Muursr. Yes, I do, sir. I disagree with Mr. Dulles that to 
send arms at this time into Israel would be creating an arms race. 
The arms race is on. 

Mr. CuiperFIELD. Do you think it would be provocative of war? 

Mr. Mutrer. No, it would not be. I think it would be preventive 
ofwar. I think it is much better to do that than send in 1,800 Marines 
from the 6th Fleet. As Prime Minister Ben Gurion said, “Don’t send 
your boys over here; send us arms so we can fight your battle.” As 
ong as Israel is strong —— 
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Mr. CurperFrie.D. I heard Churchill made that statement. 

Chairman Ricnarps. And Roosevelt, too. 

Mr. Mutrer. | am against an arms race. The state of Israel is 
against an armsrace. I think every sensible person is against an arms 
race. But I think you must keep these parties on an even balance. 
If they know that to fight one another will be to annihilate one an- 
other, they won’t fight. 

Mr. CuHIPERFIELD. We have the status of the forces in all of these 
countries. We can’t make it public, but we do have that information, 

Mr. Burueson. As our able colleague always does, he makes a 
splendid case, but he starts with present-day conditions. I think 
many people do, in justifying a great many things related to this issue, 

Humaneness is exactly the reason that Israel was created in the 
first place. But there were some conditions in the Balfour Declara- 
tion which are usually forgotten or conveniently ignored. 

There is no legitimate reason for anyone to think or to believe that 
Israel is going to be driven into the sea or to say that it is not a nation 
and that it is not going to endure from now on. Certainly I have no 
such concept that Israel will not endure. 

Of course, it will. Nevertheless, going back to the historical facts 
under the Balfour Declaration, the British finally decided after the 
great influx of illegal entries into Israel to advocate a trusteeship. 
We went along with that policy and were discussing it when Israel 
declared herself a nation and then we immediately recognized her as 
such. In the declaration were safeguards for the Arab majority. 
The great majority were Arabs in the country at that time. There 
were only 50,000 Jews, but hundreds of thousands of Arabs. It was 
agreed that their right should be protected. 

It was also agreed that no people of the Jewish faith would be bound 
by oY Zionist concepts to the State of Israel outside of the State of 
Israel. 

That leads me to say this to the gentleman, when he speaks of 
Israel as related to Zionism: Would you contend, Mr. Multer, that 
there is a distinction between Israel as a nation and Israel as a creature 
of international Zionism? Do you attempt to set one apart from the 
other? 

Mr. Mutter. I think you will concede that Israel, like our country, 
guarantees freedom of religion. I think you will agree that Israel, 
like our country, guarantees every one of its citizens the right to vote 
and to hold office. 

There are Arab-Moslems and Arab-Christians in the Israeli Parlia- 
ment. The point I tried to make is that while most Jews are Zionists, 
not every Zionist is a Jew. There are many Christians who are 
Zionists. Zionism is the political concept of a Jewish state. Every 
Jew is not a Zionist. 

You probably know that we have in this country a so-called Ameri- 
can Council of Judaism. They have been bombarding the Congress 
with literature for some time. Actually, they represent less than 2 
percent of the Jews of this country. But they were against the 
establishment of a State of Israel. 

Mr. Burueson. If you will allow me to interrupt, they have 
vehemently denied that they are opposed to the State of Israel. 
They definitely deny being either pro-Israel or anti-Israel. 
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Mr. Mutter. They may take the position now that they are in 
favor of the State of trad They were not in favor of it originally. 
They were bitterly opposed to its coming into being. 

After it did, they accepted the fact, but in accepting the fact they 
do everything they can to dissuade Christians and Jews from sending 
money to Israel or aiding it in any way. They are doing what they 
can to help destroy Israel. 

They take the position that we must lean over backward in favor 
of the Arabs and against the State of Israel, which I say is not good 
policy. It is not American policy. 

I don’t say that we should be anti-Arab. My argument all through 
the years is that we must be just as pro-Arab as pro-Israel. You 
have to be fair and impartial to both of them. 

Mr. Burueson. Is not impartiality the announced policy of the 
State Department today? 

Mr. Mutter. It may be the announced policy, but they are not 
doing anything to effectuate that policy. They are doing much that 
is contrary to that policy. 

Mr. Burveson. In connection with funds collected in the United 
States, let me ask the gentleman, do you agree that contributions to 
the United Jewish Appeal for the State of Israel should be a deductible 
item on the tax account of the American taxpayer as a philanthropic 
contribution? 

Mr. Mutter. To the same extent that they are deductible for 
the support of the American University at Beirut, to the same extent 
as they are deductible to help people who are in distress anywhere in 
the world, to the same extent as are the Red Cross and the like. 

Mr. Burteson. Do you know of any other instances or any prece- 
dent where any contribution by United States citizens to any political 
entity of a foreign government is deductible for income tax 

Mr. Mutter. These funds are not made available to a political 
entity. 

Mr. Burteson. But I disagree with the gentlemaa—I do not make 
a challenge that could not be refuted. Frankly, I don’t know, but 
my information is that the funds collected by the United Jewish 
Appeal for the State of Israel goes into a common fund and can be 
used for any purpose the Israeli Government may desire. 

Mr. Mutter. Mr. Burleson, I most respectfully but just as strongly, 
disagree with you. The evidence is overwhelming that not a penny 
of that money goes into the coffers of the State of Israel. Not a penny 
of that money is disbursed by the State of Israel. Every dollar of 
that money is used—that which goes into the State of Israel; not all 
United Jewish Appeal money goes to the State of Israel—that which 
does go in is used for philanthropic purposes, rehabilitating people, 
making available to them the means for agriculture, to learn to farm, 
to learn skills for industry, for hospitals, and the like. 

There isn’t a dollar of that money that is administered by or paid 

to the State of Israel. 
_ Mr. Burzeson. Our State Department people were very definite 
in 1954 in saying that those funds collected went into a common fund 
in the State of Israel, and the expenditures were not traceable, that 
they would not give us any assurance that tanks, planes, guns, public 
housing, health or anything else were not purchased with them; that 
it was administered by the Israeli Government. 
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Mr. Mutter. Mr. Burleson, were they referring to the United 
Jewish Appeal funds or to Israel bonds? 

Mr. Burueson. They lumped them all together. 

Mr. Mutter. You can’t lump them together, because the United 
Jewish Appeal money is not money that is used by the Government or 
administered by the Government, while the Israel bonds is a bond 
issue of the State of Israel and the proceeds go to the State of Israel. 

Mr. Vorys. And you pay tax on them? 

Mr. Mutter. Yes, you pay the tax on the income, 

Mr. Vorys. And you can’t deduct it? 

Mr. Mutter. There is no deduction for the purchase of bonds or 
the income therefrom. 

Mr. Vorys. I found that out recently at home. 

Mr. Buruzson. I know that is true of the bonds. 

Mr. Mutter. I assure you, Mr. Burleson, if any such proof were 
available, our Treasury Department, the Internal Revenue Service 
would immediately revoke the tax exemption that is accorded to 
those gifts. 

Mr. Burueson. They first decided it was not deductible, and then 
later on they decided it was under an appeals court decision. 

Mr. Moutrer. I am not familiar with any litigation involving the 
matter. 

I do know very definitely, I have been active in those matters for 
a long time, on a high level, and I know there isn’t a dollar of United 
Jewish Appeal money that goes to the Israeli Government. 

Mr. Burueson, I hope the gentleman understands I was inquiring. 
I also hope he is correct and would welcome substantial proof of the 
correctness of his position. 

Mr. Mutter. For more than 50 years the Jewish National Fund, 
an American organization, has been raising funds here and buying 
land in Israel, which is then leased on long-term leases, to anyone, 
to any Jew in Israel who wants to occupy the land. That has been 
going on for 54 years, to be exact. 

Chairman Ricuarps. What is your recommendation about this 
legislation? You do not want us to include any money for help to 
to any Arab state unless they do what? 

Mr. Mutrer. Unless they will in good faith enter into peace 
negotiations, either directly or through the United Nations or an 
agreed intermediary. 

I am not so foolish as to think that you can force these Arabs to 
sit down face to face with the Isreelis. But certainly good faith 
negotiations should be entered into without delay through an appro- 
priate intermediary. 

The United Nations would, of course, be the best intermediary. 
There are antagonisms there, too. Possibly they could agree upon 
some other intermediary, who could bring them to the peace table 
where they could sign the peace agreement. 

It is not going to be an easy task. And it will not be accomplished 
overnight or in a day or week. Certainly we ought to say, very 
firmly, ‘“This is the time to do it.” 

Chairman Ricuarps. That you have to do certain things or else? 

Mr. Mutter. Yes. 

Chairman Ricnarps. If they don’t do what we say 

Mr. Mutter. We will know where we stand. We will know 
whether or not we ought to send in any training tanks to Saudi 
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Arabia at a time when there are reserve tank battalions in this country 
which haven’t been able to get a single tank for training purposes. 

Chairman Ricnarps. They agreed in writing to provide those tanks, 
did they not? 

Mr. Mutter. They made the agreement to purchase the tanks in 
September 1955, and payment was made in November 1955. You 
and I sitting there would certainly have said, “Well, now, this is not 
the time to make that kind of delivery.” 

Mr. Jupp. Was not the basic agreement made in 1951 that they 
could buy weapons and training tanks, and so on, in this country? 

Mr. Mutter. Yes. 

Mr. Zasiocki. Mr. Multer, is your suggestion only to this one area 
or is it your intention that we include such a provision for every area 
where there is a dispute? For example, do you propose the United 
States withhold any aid to Greece or Turkey, or Britain, until the 
Cyprus issue is settled, withhold aid to Pakistan and India until 
the Kashmir problem is resolved? Further, how about the other areas 
where there are conflicts? 

Mr. Mutter. I say, once you find that the parties’ refuse to sit 
down and negotiate in good faith 

Mr. ZasLocki. Who would adjudicate the situation as to whether 
the parties are sitting down in good faith? 

Mr. Mutter. Don’t you think that the question answers itself, 
when 8 years have gone by and the parties have not yet sat down and 
consummated an agreement? Isn’t that long enough to determine that 
they are not a hg, good faith to arrive at an agreement? 

Mr. Zastockr. No, because there is not a settlement over 8 years 
does not necessarily indicate bad faith on the part of Israel and the 
Arab States. 

Mr. Mutter. That might be the necessary thing. It might be 
necessary to say to both sides, ‘You are both intransigent. Neither 
will talk. We can help neither one of you from here in.” 

It might be necessary to come to that position. I don’t think it will 
be. But it may be. 

I would like to stay on, but if it is agreeable, I will come back at any 
time you suggest. I must get to my committee, which is in executive 
session. 

Chairman Ricnarps. Thank you, Mr. Multer. 

Our next witness is Mr. Salem Bader of the United States Arab- 
Asian Institute. 


STATEMENT OF SALEM BADER, ARAB-ASIAN INSTITUTE, INC. 


Mr. Bapzr. My name is Salem Bader. I am the president of the 
United States Arab-Asian Institute, which is fundamentally an Ameri- 
can corporation to promote and encourage and negotiate for American 
investment in the Middle East and other Asian countries. 

Chairman RicHarps. Are you an American citizen? 

Mr. Bapzr. Yes, sir; and have been for many years. 

Chairman Ricuarps. How long? 

Mr. Bapzr. Since 1942. 

Mr. Jupp. What was your original nationality? 

Mr. Baprr. A British subject, born in Jerusalem, the much con- 
troversial Palestine. 
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My people were missionaries and government-empire builders, the 
empire that is today sort of going awry. So, I grew up with this 
story of imperialism, and also the Arab-Jewish question. 

As a matter of fact, I was in Jerusalem at the time, I was a little 
boy then, when the Balfour Declaration was issued. I saw what the 
repercussions were. My father, Albert Bader, was the man who 
helped draw up the blueprints beginning from 1898 over there to help 
the Arabs to relieve them from the domination of the Turkish Empire, 
or the Ottoman Empire, which came to such consummation in 1918, 

I grew up with the Arab revolt. I was in that campaign as a 
young boy, a secret agent who carried messages across Turkish lines 
and German lines between Lawrence and my father in Jerusalem. 

The whole family were made prisoners of war when the war broke 
out in 1914, but we managed to live at home because of my father’s 
friendship with certain Turkish and German leaders. He had lived 
there many years, and all of us children were born there. 

Mr. Jupp. So, you were born in Jerusalem of British parents when 
Jerusalem was under Turkish rule before the British mandate? 

Mr. Baper. That is right. As a matter of fact, at the age of 13 [ 
marched with the British troops at the conquest of the Holy City, 
and lived with the commanding general and was his interpreter for a 
week until my father and mother found me and brought me home, 
because they didn’t think a boy 13 should be philandering like that. 

Mr. Jupp. Once, some other parents thought their boy at 12 was 
making a mistake by getting involved unduly in Jerusalem. 

Mr. Baper. If you are trying to compare me with that great man, 
I feel very complimented. 

Mr. Jupp. I was just comparing your parents with his parents. 

Mr. Baper. In my career as a writer, as a lecturer, I had a little 
radio career, and all my utterances from 1940 to 1950 I have tried to 
fight for American interests, first. I even did that before I became an 
American citizen, which used to offend many of my British friends 
who thought I was anti-British. I think perhaps that was because | 
meant to live in this country, and I believed in its fundamental 
precepts and foundation, and then I married a girl from Virginia, 
which was very influential on my thinking. But I have always tried 
to think, above all, of the preservation and welfare of American 
interests, whether it is in the Middle East or any part of the world. 

And in my career I did oppose British policy as against American 
policy, and so forth. Even with this Arab-Jewish question, and 
everything I have done, in our institute today, everything we do, 
American interests come first, because I believe this way, that the 
Middle East, or the Arab world, with its enormous resources and its 
strategic position, is very important to American interests and evel 
perpetuation. 

So, the question with this Israel matter supersedes Arab and Jew. 
It is whether we Americans continue to have the influence we have to 
have in that part of the world and retain the control of the resources 
that those people have to offer us, or the Russians get it. That 1s 
about what it amounts to. Unfortunately, I didn’t expect to hear 
a discourse this morning on the Arab-Jewish situation. As a matter 


of fact, my prepared statement is about foreign aid as a whole, which’ 


is the way I am accustomed to do on any American issue. But, 
surprisingly, I heard this Representative Multer, and If I may make 
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a few remarks—may I, about some of the things he said or is that 
permissible? 

Chairman Ricnarps. We have one more witness to hear. Would 
you like to put your statement in the record and then proceed in your 
own way? 

Mr. Baprer. Whatever you wish. 

Chairman Ricuarps. We will place your statement in the record 
at this point. 

(The material referred to is as follows:) 


Volumes can be said for and against the foreign aid program, which has been a 
major policy instrument of our Government since World War II. 

The best yardstick with which to measure any program is not in its initiation; 
but in its results. It is fitting first to review the motive behind the gigantic aid 
program that has so far cost the American taxpayer billions of dollars. 

1. If it was meant to resurrect bankrupt and war-devastated countries, the 
results in Europe have been sometimes successful, many times dubious and mostly 
questionable. Our Institute has urged, for many years, that something be done 
toward the Middle East and Asia in the way of foreign aid. The Middle East 
we considered—and still do—a much more important part of the world, as far as 
American interests are concerned, economically, strategically, and militarily. 
Only recently has our Government awakened to this important oversight—but 
this awakening may be too late. 

2. If the foreign aid giveaway program was meant to stop or retard the advance 
of communism or socialism as the American people were told—this has been 
abortive—except in lesser important sections of the world like Greece and Turkey, 
and even in those countries friendship and loyalty to the United States today can 
be questioned. Economically speaking, now, they are still in bad straits. Fur- 
thermore, in many cases, foreign aid has served, not only to perpetuate ard bolster 
communism and socialist regimes, but further entrenched them into power, like 
Yugoslavia and other Socialist governments. 

3. If the foreign-aid program was meant to buy friendship, then the results 
have been a sad failure. Our institute has been and is in daily contact with foreign 
peoples in the fields of government, business, and education. Reports we have— 
point, not so much to the failure of the foreign aid program per se, but in the selec- 
tion of the proper personnel sent abroad to administer American largess. In 
many cases, the administrators of foreign aid lacked the qualifications needed; 
namely, the practical experience, psychological know-how, knowledge of the people 
and country they were sent to. The methods and attitude they used in presenting 
and executing the program was pitifully wanting. In many cases, the moneys 
and goods delivered by the foreign aid program—only a small portion of which 
reached those for whom it was intended—and in many instances American aid was 
permitted to fall into the hands of shrewd politicians or even black marketeers. 

The past few years it has been the chief motive of our institute to warn against 
the very evident dangers slowly encompassing the Middle East and the Arab 
world. We have striven to awaken both our Government and leading business- 
ment of the slow but sure Russian infiltration and Russian strategy to bring the 
Middle East within the Russian sphere of influenee. Aside from several wrong 
moves on the part of our political strategists—may I point to one important case 
where foreign aid could have been utilized to the fullest extent, and was not— 
which would have not only stripped the Russians of a potent vehicle to use for 
propaganda, but would have also had a tremendous effect in possibly saving the 
very strategic and resourceful Middle East for the American sphere of influence. 
_Here I want to emphasize and bring to the attention of this committee the 
situation of the 1 million Arab refugees who were tragically and brutally driven out 
of their homes and off their lands and who have, for 8 years, been left to degenerate 
and loll in misery, depending on the United Nation’s miserly $2 per person per 
month, and the pitifully little assistance of other private charitable organizations. 

his instance alone, if American foreign aid had rolled up its sleeves and rescued 
these innocent victims of Zionism and its western supporters, could not only have 
served a great humanitarian purpose, usually characteristic of these United States; 
but the greater ramifications and effect would have possibly kept 50 million Arabs 
on our side and excluded Russian agents from utilizing these lost souls in convert- 
Ing them into a potent unit of anti-American propaganda. 
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Today, this committee is being asked to consider a foreign-aid bill involving 
approximately $5 billion dollars to be used for several years hence. It would be 
presumptuous on my part to suggest what this committee should do; but it is 
presently the strong ppmine of our organization, based on a study of the results of 
a decade of foreign aid, that before a blank check for several billions of dollars of 
the taxpayers’ money is granted to any administration, the severest scrutiny and 
searching examination should be exercised. We think the time has come where 
any foreign aid in the future should deal with specific projects, in specific countries, 
designating specific sums of moneys, plus convincing reasons why such moneys 
should be expended. Furthermore, of equal importance, the men and women 
selected to distribute this American aid should be picked for their thorough and 
intimate knowledge of the country they are sent to and they should be thoroughly 
familiar with the true necessities and needs of the recipients. Such personnel 
should speak the language of the native, spiritually, intellectually and literally, 
so that along with giving away American money and material, they must be able 
to alleviate any suspicions the natives may attach to the intentions behind the 
aid program. 

In closing we ask the question: Has one Congress the right to commit its suc- 
cessors to any future program or commitment, whether it be foreign aid or any 
other issue? 

Mr. Baver. As I say, since this Representative Multer, who like 
many other American Jews are always so hypnotized by their, shall 
I say, Jewishness, they cannot see any further than their immediate 
needs or welfare of just Israel and they cannot think over and above 
that. 

He made many remarks, I don’t want to offend the Congressman, 
but they were definitely not so. Some of them were not sincere. For 
instance, he seemed to suddenly be concerned about—— 

Mrs. Kerry. Mr. Chairman, this is not a debate, may I request 
that the witness present his views and not attack the statement made 
by the previous witness, Congressman Abraham Multer. Mr. 
Multer was called to attend the meeting of his own committee and 
is not here to hear those statements. I request this witness to 
testify on his own views. 

Chairman Ricuarps. I wouldn’t attack the sincerity of any witness. 

Mr. Baper. He seemed to be concerned about the welfare of these 
1 million Arab refugees. I have worked for those refugees and their 
welfare, and am so close to the situation, not only to the individual— 
not close to the individual refugees alone but to the heads of those 
people, Arab leaders, who are trying to help them. 

The head of their organization visited with me last week. It 
surprises me that suddenly the Zionists are concerned about the Arab 
refugee. Asa matter of fact, I have made press statements and public 
statements in the past inviting them and showing them that it would 
be to their advantage psychologically, if nothing else, to make a move 
and help alleviate the suffering of the Arab refugees. They have 
refused, and they are not concerned. They told me plainly, “We 
have enough Jews to take care of. We have no money for any Arab 
refugees.” ; 

I think Representative Multer was, as was very evident, more 
concerned with Jsrael and the welfare of Israel. Of course, that 1s 
not surprising. What I objected to is that his idea of the | nited 
States telling Arab leaders or Arab governments, this is what you 
must do or else. This is hardly the American character of policy, to 
dictate to governments and tell them what to do—or else. 

First of all, the Arabs feel that Israel was imposed upon them. 
They didn’t go anywhere to fight anyone. It is the Zionists that came 
there and invaded their lands, wanted or unwanted. It was the 
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Western Powers that helped Zionism establish the State of Israel. 
They feel that they are highly insulted and they have been damaged, 
and now for us to come and tell them now, you do this or else, is 
adding insult to injury, and I don’t think it is good for American 
interests at this stage of the game to dictate to Arab leaders as to 
what to do. 

Like the chairman said, ‘What do you mean by what else?” What 
else is there? Driving them into the lap of Russia, which is something 
our institute and I have been warning our Government about, what 
Russia has been doing there in the last 10 years, and have written 
reports, had private meetings, and so forth. 

Then he talks about American aid to Arab countries. My expe- 
rience, and I am very close to Arab leaders, much closer than Mr. 
Multer, is that they don’t want American aid. They go so far in our 
business, when we promote American investment, every project we 
tackle, their first statement is, “How much money are these Americans 
willing to invest? We only want them to invest 50 or 60 or 70 percent 
in the project. We would like some of our native capital to go into 
these projects.” 

They not only do not want American aid, but they want us to come 
and show them the know-how, use American machinery and initiative 
and ingenuity, but they would like to go into business with us. I think 
that is a realistic and an honorable way to do business. That is the 
kind of thing I preach. 

I say, let’s go to them, live with them, invest money with them, do 
business with them, make money for ourselves and make money for 
them. That is exactly what they tell me, and that is exactly what they 
want. 

As far as I know, there is not one Arab nation today that is asking 
for American aid, except, for instance, the Aswan Dam, and that is a 
loan from the International Bank, except the amount that England 
and America have offered. Are they supposed to pay that back in a 
certain period, or is that a grant? If they want money, they want to 
borrow. In business, they want to invest with us. 

He made the statement that the Arab refugees, for instance, most of 
them are not Palestinian natives 

Chairman Ricwarps. You mentioned the dam. Are you against 
the United States providing by law for a grant of $100 million a year 
over a 10-year period, a straight-out grant? 

Mr. Baprr. I am against that. I think these nations can very well 
borrow the money. I like business tactics. I have always been 
opposed to this giving-away money, because it has made the foreigner, 
and I talk to them all the time and have for years, suspicious, suspicious 
of us. They cannot understand such immense generosity. They 
always feel that there is something behind it, that there are some 
strings attached to it that they cannot quite detect at the moment. 

I think if America and England want to give Egypt 70 or 80 million, 
I forget the amount that they have offered them, aside from the 
International Bank amount, I think they can very well afford to 
borrow the money at a low rate of interest, and I would make that 
interest the same as Russia is offering its money, I think it is 2 percent, 
and the Egyptians would like it more, they would feel proud, feel they 


iy a usiness in a business way, and they can well afford to pay 
it back, 
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Chairman Ricnarps. Mrs. Kelly, did you want to ask a question? 

Mrs. Ketuy. I am terribly sorry. I have to leave. I regret it, 
I would love to ask several questions. 

I understand the witness said the Arabs do not want American aid, 
Do the Arabs want Soviet aid? Do the Arabs desire joint Soviet 
business ventures? 

Mr. Bapver. The Soviets are not offering the Arabs any aid, any 
om that they have given Egypt, was a trade deal. They got goods 

or it. 

Mrs. Keutzy. I am not mentioning that at this point. 

Mr. Baper. You will find it is the same way in Syria, or Saudi 
Arabia. They give them what the need, and the native governments 
give the Russians what they have to offer. 

Mrs. Ketty. Do you recommend that the Arab countries accept 
Soviet loans and go into a joint business venture with the Soviets? 

Mr. Baper. No; indeed not. How can I when I personally, and 
our institute has been warning our Government and informing our 
Government of all the inner workings that the Soviet has been doing 
in the last 10 years trying to infiltrate into the Arab world. 

We have been doing everything we can to avert such, to me, a 
catastrophe. 

I will be glad to submit some of my letters and reports that I have 
submitted to the State. Department, and some of our Senators, even 
to the White House, informing them of such activities and recommend- 
ing certain things to do. 

The Soviets would have never had a chance to get into the Arab 
world, and the Arabs are the most anti-Communist people in the world, 
except as Mr. Multer said, the Baghdad Pact, which gave them a 
very good excuse to do so. 

Mrs. Keuty. Is it clear in the record what institute you represent? 
Who sponsors the institute? What interests they represent? Oil? 

Mr. Baprer. The United States Arab-Asian Institute. It is an 
American corporation. 

Mr. Zasuocki. And the purpose principally of your institute is to 
promote trade? 

Mr. Bapver. We have a wide charter, but where we make our living 
is, of course, promoting trade, American investment in the Middle 
East and other Asian countries. 

Mr. Zas.iocki. As an institute, do you have any policy, any motive? 
You said the charter is rather broad. | / 

Mr. Baper. Our motive is to preserve American interests in the 
Middle East and Asia. That is our basic motive, to preserve and to 
save that part of the world for the American sphere of influence, be- 
cause we realize that without that it will be very, very difficult for us 
to survive. 

Mr. Zasiocki. Yours is a nonprofit organization? 

Mr. Baper. No, sir; it is a profit organization. 

Mr. Zasuocki. Where do you get your finances? , 

Mr. Baper. From fees paid by American corporations and indi- 
viduals who want to invest in oil, or want to build plants. 

Mr. Zasuiocki. American firms? 

Mr. Baper. Yes, sir. However, I suppose, because of my back- 
ground, many times I am called upon to give certain reports to some 
of our Government agencies, as to what we think of the situation, and 
so forth. 
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Mr. Jupp. You are primarily a business organization, not a propa- 
ganda organization? 

Mr. Baprr. We do not preach propaganda, and we are not anti- 
Zionist, and we are not anti-Jewish in any way, shape, or form. 

Mr. Zasiocki. Nor pro-Arab? 

Mr. Baprer. We are pro-American first, and we are pro-Arab 
second. But we are not anti-Jewish or anti-Zionist. We are anti- 
Zionist in this way, that we feel that to bring a lot of foreign Jews 
from all over the world and take land away from the natives where 
they have lived for 2,000 years and more, and then give it to foreigners 
from all over Europe, and other parts of the world, and then produce 
1 million refugees whose lands and homes have been taken away from 
them, and the method used was not very humane, I don’t think that 
you or anyone else would condone. 

We are not anti-Zionist in this way: If the Jews think of them- 
selves as a nationality, and want a nation, and if they want land 
where they don’t clash, or take it away from the natives of that land, 
why, they have not only my blessing, but I will be even glad to help 
them establish a nation. If I remember rightly, I grew up with that 
subject, and they were given many, many portions of land in South 
Africa and Madagascar, but they refused. They wanted Palestine 
and nothing else. That is why we have a million Arab refugees. 

By the way, the million refugees are all natives of Palestine and not 
nomads, because Palestine was either city folks or peasants, farmers, 
as we call them here, living in villages, and not Nomads tending their 
flocks, roaming all over the country. There are Nomads but not 
in Palestine. 

Mr. Multer made the remark about our American diplomats over 
there, whom he feels are perhaps more anti-Israel or perhaps who are 
stirring up trouble or expect trouble. 

I have met quite a few of our diplomats, and I think they are 
excellent. I think they are in a very difficult position, considering 
the imposition and the establishment of the State of Israel and the 
support it got from the previous administration. 

Many, many a time I was thankful I was not in their shoes, because 
they have a very difficult position, and many times I have seen many 
of them shake their heads:as if at a loss as to what to do next, because 
the situation is ugly. 

They find that the Arab cause is just, because Palestine was Arab 
land taken away from its natives. Noonecandeny that. Sometimes 
they meet with such arrogance on the part of the Zionists or Israelis 
that they are at a loss as to what to do. 

I didn’t come here to discuss the subject at all, Mr. Chairman. 

Mr. Jupp. May I ask this question? On the basis of scanning 
through Mr. Bader’s report, it seems that the main burden of what 
you wanted to say today to the committee was that you oppose any 
long-range program or commitments in this part of the world on the 

asis of grants. 

Mr. Baper. I believe in the way we do business in this country. 
In all the talks I have had with foreigners, I find that just given— 
away money doesn’t seem to accomplish—— 

Mr. Jupp. Perhaps I didn’t ask my question right. May I read a 
sentence or two from your statement and ask you to elaborate: 





852 MUTUAL SECURITY ACT OF 1956 


But it is presently the strong opinion of our organization based on the study of 
the results of a decade of foreign aid that before a blank check for several billions 
of dollars of the taxpayers’ money is granted to any administration, the severest 
scrutiny and searching examination should be exercised. We think the time has 
come where any foreign aid in the future should deal with specific projects, in 
specific countries, designating specific sums of moneys, plus convincing reasons 
why such money should be expended. 

You think the legislation should say that the Congress grants so 
much money for the Aswan Dam or a loan to India for its 5-year 
program, that sort of thing? 

Mr. Baper. Yes, sir; specific things. I think the American tax- 
payer is entitled to know where his money is going and for what 
purpose. I think just lump sums for 10 years 

Mr. Jupp. You recognize the history of congressional legislation, 
wherever it has dealt with specific things, whether tariffs, taxes, or 
spelling out in detail projects; even for military posts in our country. 
In practice it has proved almost impossible, because the interests are 
so varied that what is called logrolling develops and we can never get 
to decisions. That is why we have handed over the making of 
tariffs, rates on the railroad, and almost everything else, to tariff 
bodies, to interstate commerce commissions, civil aeronautics boards, 
and so forth. We even bring out under closed rules tax bills from the 
Ways and Means Committee, because as a matter of practical experi- 
ence it hasn’t proved possible for Congress to do all this detailed 
designating and specifying of individual projects. 

Mr. Bapver. It is not easy, I agree with you, sir. I base my point 
on this basis: We have had 10 years of foreign aid. I am one of 
those people who says, what are the results? Have we stopped 
communism in the world? The answer is “No.” We haven't 
stopped communism or Russianism. I don’t call it communism 
because I believe most of us are afraid of Russian power and Russian 
expansion more than communism. 

Mr. Jupp. May I interrupt? We haven’t stopped it in the sense 
that the Communist movement has given up. But physicians, at 
least, have to deal in terms of alternatives, and we have to ask, what 
is our state now as compared to what it would have been if we hadn't 
carried on the foreign aid program. Would you not agree that the 
Middle East would already be gone and you wouldn’t be here testify- 
ing on how to deal with it? 

Mr. Bapprr. I think very little aid has gone to the Middle East. 

Mr. Jupp. Do you agree that Western Europe would have been 
gone, and Korea, the Philippines, Southeast Asia, if we hadn’t had 
our Mutual Security program? 

Mr. Baper. I think a lot of it has done a lot of good, but I think 
a lot of it has been wasted and hasn’t accomplished near what we 
hoped it would accomplish. 

Mr. Jupp. I agree. 

Mr. Baper. I look and I see Russia making such terrific strides, 
expanding and expanding and expanding, and you begin to wonder, !§ 
foreign aid or given-away American money really doing the job, and 
can it do the job? 

Mr. Jupp. It is like a patient who has had a long serious illness or 
an operation, we took out a cancer, the patient feels rotten, and 
even may say to the doctor, “My operation is a failure.” But the 
patient is still alive and without the operation the patient would 





dy of 
lions 
rerest 
e has 
ts, in 
asons 


'S 80 
year 


tax- 
what 


tion, 
8, or 
ntry. 
3 are 
r get 
g¢ of 
tariff 
ards, 
n the 
‘peri- 
ailed 


point 
re of 
pped 


ven’t 
nism 
ssian 


sense 
Ss, at 
what 
adn’t 
t the 
stify- 


ist. 
been 


t had 


think 
art we 


rides, 
ler, 18 
i and 


ess or 
. and 
it, the 
would 


MUTUAL SECURITY ACT OF 1956 853 


have been dead. As long as the patient is alive there is a chance for 
improvement and there wouldn’t be a chance if we hadn’t carried on 
the operation. 

Mr. Baper. Do you feel that it has given a sense of, shall we say, 
highhanded manner to the foreign governments or politicians to say 
to us, “Well, now, if you don’t give me any money, I am going to 
turn to Russia, or communism,” and use it as a hammer over our 
heads? 

Mr. Jupp. I agree with you on those points. 

Mr. Baper. I don’t like that. 

Mr. Jupp. I think we haven’t been very skillful. We ought to 
review it constantly and improve our techniques. But I think this 
program saved the free world. Let me read this to you from your 
statement. I couldn’t agree with you more on this point: 

The men and women selected to distribute this American aid should be picked 
for their thorough and intimate knowledge of the country they are sent to and 
they should be thoroughly familiar with the true necessities and needs of the 
recipients. Such personnel should speak the language of the native, spiritually, 
intellectually, and literally, so that along with giveaway American money and 
material, they must be able to alleviate any suspicions the natives may attach 
to the intentions behind the aid program. 

I couldn’t agree with anything more. The weakest part in our 
program is that we have sent over people who didn’t understand the 
folks there. We alienate them sometimes by the very enthusiasm 
and zeal and highhandedness, to use your words, with which we 
carry on the programs. That is bad management that we have 
to correct. 

[ was trying to find out whether you opposed what we are trying to 
do, and the basic philosophy of this program. 

Mr. Baprr. No; the basic philosophy—— 

Chairman Ricuarps. Let me interpose this statement. Many 
Members of Congress go around the world and study these problems. 
We think we have done some good, in spite of the criticism we have 
received. It would be nice if each Congressman could have spoken 
the language of each country, but you don’t elect that kind of people 
to Congress. 

Another thing is that you are not able to get enough people with 
these qualifications to take the kind of jobs which are available. So, 
we do the best we can. You are not going to get many people to do 
that kind of work. 

Mr. Jupp. It would be better, in my opinion, if we cut our personnel 
down in numbers and had a higher quality. The fringe of persons 
that do not speak the language of the native, spiritually, intellectually, 
and literally, sometimes undo the good done by the handful that do 
speak the language. I like that phrase, ‘they should speak the lan- 
guage of the native, spiritually, intellectually, and literally.” 

Mr. Bapgr. They don’t have to speak Arabic fluently. There are 
many Americans that have lived over there and know the Arabs better 
than the Arabs know themselves. There are Arabs who are American 
citizens who would fight to the death to protect an American dollar, 
quicker than a lot of Anglo-Saxon Americans. 

I want to say this, too, Mr. Richards, of whom I think very 
highly —— 

Chairman Ricuarps. Thank you, sir. 
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Mr. Baper. If you will give me the job of selecting the talent to 
distribute American money in these foreign countries 

Chairman Ricwarps. You might find the job discouraging. 

Mr. Bapver. I want to say that there is a lot of good talent in this 
country, not only native American but foreign-born Americans who 
would do 

Mr. Zastocxt. If the assistance to the needy is a failure, as you 
say, has not been successful ‘ 

Mr. Baver. I didn’t say that. If you will read the beginning of 
my statement, I say it has been successful sometimes, that it was 
dubious sometimes and many times it was questionable. Here [| 
mean in regard to the amounts we have spent in comparison to the 
benefits we have received. 

I travel around and talk to foreigners, and I find we have so few 
friends that I say to myself, ‘‘What is it we do that we seem to give, 
give, give, and we make no friends? How long can this goon?” 

Mr. Zasiocki. There is no question that we haven’t been able to 
win over as many friends as we would like to. But there is also no 
question that we wouldn’t have as many as we have 

Mr. Baper. I don’t think we have any. 

Mr. Zasuocki. [amsorry. Icannotagree. If that is the situation 
let me ask 

Mr. Baper. I mean, friends 

Mr. Zastocki. If that is the situation, why would Russia resort 
to the very policy we have followed for 10 years? 

Mr. Baper. I don’t mean friends—that they are our enemies. I 
mean friends that we can count on really and truly in an emergency. 

Mr. Zasuocki. If there is no value to what. we-are doing, why is 
Communist Russia resorting to technical and economic assistance— 
this “giveaway,” as you call it? 

Mr. Baper. I assure you Communist Russia is giving very little 
away. You will find they are lending, loaning, and collecting interest. 
It might be a low rate of interest, but these Russian leaders are 
shrewd operators. They don’t give away anything. 

Mr. Zastocxki. I don’t think we give away anything either, in the 
final analysis. 

Mr. Bapver. I am not opposed to the program. Don’t get me 
wrong. I say it could be handled a little more specifically, a little 
more wisely. I think the talent could be much more capable, and I 
think it could be a little more realistic at this stage of the game after 
10 years of experience with it. That is my point. I am not opposed 
to the program as a whole. 

Of course, I do feel that so much money for so many years, and do 
with it as you please, I can’t see that. How can one Congress commit 
succeeding Congresses? I don’t know the law enough 

Chairman Ricuarps. We will have to work that out. 

Mr. Baper. Suppose the next Congress says, ‘We don’t like this 
deal here. What business did you have to commit us to such a thing?” 
I may be wrong completely. Maybe the law says you can. 

Chairman Ricnarps. That is a complex subject. We won't get 
into that question. 

Mr. Zastocki. I would like to clarify my position on this. When 
I said, “We haven’t been giving anything away,’’ as one who has been 
supporting this program, I felt in giving assistance we were helping 
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ourselves, that by assisting them we were making the free world 
stronger, building a collective security, helping them to help them- 
selves to help us. 

Mr. Baper. My experience has been that it has created suspicion, 
because they have accused us of being subtle imperialists or trying to 
get in through the back door 

Chairman Ricwarps. In short, you feel we could have helped them 
in a better way? 

Mr. Baper. A little more realistic way. I certainly don’t oppose 
it, except a carte blanche idea, lump sums, and so forth. I do still 
insist that the personnel distributing or giving away American 
dollars could be—I don’t say a higher caliber, but they could be a 
little more experienced in knowing the natives of the countries they 
are sent to. 

I think then the money could be much more effective and accom- 
plish more. 

Chairman Ricuarps. That is our objective, to make this thing 
more effective. 

What did Randall Hearn say about these commissions, Mr. Hays of 
Arkansas? 

Mr. Hays of Arkansas. Randall Hearn said: 

A commission is a group of the uninformed, appointed by the unwilling, to do 

the unnecessary. ; 
" Mr. BADER. May I bring out one point from our experience in the 
last 2 years in trying to promote American investment abroad. I ran 
into people, manufacturers, farm-machinery manufacturers or other 
gadgets, and here was the attitude of the vice president or the presi- 
dent or one of the executives: ‘‘Bader, why should I take a chance 
and export to the Arab world or to Pakistan or India, when I don’t 
know, first of all—they don’t have dollars, secondly, I don’t know 
whether I will get paid or not. Why don’t I just manufacture, sell 
to the American Government, they pay me, and I don’t give a damn 
what they do with it. Give it away.” 

To me that, of course, takes business away from me because that 
man isn’t interested in investing or shipping goods abroad because he 
feels he can sell it to the American Government and they give it away, 
which makes me feel that that is taking away the business incentive 
of the American manufacturer or businessman, which this country 
was based on. 

Mr. CuIPERFIELD. We are trying to do something about it in this 
legislation. 

Mr. Baper. I am not criticizing. It has been my experience. 
Why should you invest? This is a honeymoon. So, he didn’t pay 
me a fee to get him organized over there because he had an easy way 
to sell his merchandise. 

Chairman Ricuarps. Mr. Bader, we appreciate your statement. 
We have one more witness. We are trying to finish up the hearings 
on this bill this week. We have been holding hearings on this bill 
since March 20. I noticed the other body began their hearings last 
week, They say they are going to finish this week. We have 
tried to hear every angle pro and con. We appreciate your coming 
up here this morning and your informative statement. 
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Mr. Baper. Thank you, sir. May I say I am very much impressed 
with the Congressmen here. I have heard their questions. I have 
heard their retorts, and I am rather very pleasantly surprised. 

Chairman Ricuarps. Our next witness is Mr. Joseph Byler, vice 
chairman, and head of Menonite Central Committee for Overseas Aid, 


STATEMENT OF JOSEPH BYLER, VICE CHAIRMAN, AMERICAN 
COUNCIL OF VOLUNTARY AGENCIES FOR FOREIGN SERVICE, 
INC., AND DIRECTOR OF RELIEF FOR THE MENNONITE CENTRAL 
COMMITTEE, AKRON, PA. 


Mr. Byuer. Mr. Chairman, my name is Joseph Byler. I am vice 
chairman and head of the Mennonite Central Committee for Over- 
seas Aid. I am also one of the vice chairmen of the American Council 
of Voluntary Agencies for Foreign Service. 

Chairman Ricuarps. This includes several agencies? 

Mr. Byer. There are 40 agencies in the American Council. Per- 
sonally, I have had charge of my foreign relief committee since 
1943. My duties have taken me to many parts of the world. Onc 
year ago I was in Korea. My committee has programs in six countries 
of the Far East, in Jordan, in Germany, Austria, and France in 
Europe. 

I regret Mr. Moses A. Levitt, chairman of the American Council 
of Voluntary Agencies for Foreign Service caanot be with us. He is 
abroad at this time. 

I have with me Msgr. Edward Swanstrom, vice chairman and 
executive director of the Catholic Relief Service; Miss Eileen Egan, 
secretary of the American Council, also from the Nationaal Catholic 
Welfare Conference;;Mr. Will Patterson of the American Friends 
Service Committee; Mr. Gilbert Blackford, member of the surplus 
commodities policy committee of the American Council; Mr. Edward 
Kinney of the shipping and purchasing committee of the American 
Council; Mr. Frank Goffio, deputy director of CARE. 

It was my privilege to meet with this committee some 18 months 
ago. I am happy for the opportunity for meeting with you again. 

Two years ago the American Council prepared a joint agency report 
entitled, “The Moral Challenge of American Abundance’’ pointing 
out the increased responsibilities which Americans have in a needy 
world because of the overwhelming stockpile of food in the United 
States. The voluntary agencies, who so often express the conscience 
of the American people, have done their utmost to meet this challenge 
by adding to their ongoing overseas programs in an unprecedented way. 
What follows is an attempt to present the voluntary agency concern 
with surplus agricultural commodities as of today. 

While I am talking to you, there are literally millions of refugees 
and needy people in the farthest corners of the free world who are 
receiving tangible evidence that the people of the United States are 
concerned for their welfare. 

These include most of the nearly a million refugees from North 
Vietnam, members of the great refugee group (2 million strong) who 
throng the Province of West Bengal near the Pakistan border, refugees 
who jampack such cities as West Berlin, Trieste, Karachi, or Hong 
Kong (the only part of China mainland still in the free world). They 
also include the landless poor in south Italy, and the people of Korea 
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who, having expended all their physical and material resources in the 
defense of a common cause, are materially and spiritually fortified by 
our continuing compassionate concern for them. 

Right now in 78 countries and areas of a crisis-ridden world, it is 
the carefully planned distribution of American surplus foods through 
American voluntary agencies that is proving that American people 
care in a personal way for the welfare of those who are helpless to 
meet the daily needs of themselves and their families. So many of 
the members of your committee have, in recent survey tours, seen 
with their own eyes the benefits of these ongoing people-to-people 
programs that there is little need for further elaboration. 

he man in the street. In the fiscal year of 1955, 412,523,967 
pounds of American surplus commodities (including dairy products, 
shortening and cotton seed oil) were distributed overseas through 17 
American voluntary agencies—agencies representing the great religious 
groupings, as well as other voluntary groups of American citizens. 

In the fiscal year ending June 30, 1956, the joint agency shipments 
should total more than 800 million pounds of surplus products. 

The total voluntary program accomplished at one and the same 
time many tremendous objectives: 

1. It brought life-giving foods to hungry people desperately in 
need of aid, helpless in the face of circumstances, and often the targets 
of the propaganda machines of destructive ideologies. 

2. The feeding program proves that Americans are concerned for 
the personal welfare of needy people throughout the world. While 
governmental aid programs, undoubtedly of the greatest long-term 
necessity, have relatively little impact on the “‘man in the street,”’ 
immediate aid programs administered by American voluntary agency 
representatives, or under their supervision, has an impact on individu- 
als that deeply implants the seeds of true friendship and peace. 

Because this is a realistic presentation, we must point out that the 
“man in the street,’’ quite often is exactly that. Asa poverty-stricken 
refugee in Asia, for example, his only shelter is the street, or a lean-to 
that he constructs in the Open square. In many cities of the world 
which are vital to us, literally hundreds of thousands nightly find their 
resting places next to a curbstone or building, or in a doorway. 

3. The overall voluntary agency program has reduced substantiallv 
the overwhelming stockpiles of American surplus commodities—a 
critical threat to the economy of our country. In this aspect, the 
voluntary agencies can be seen as the natural and necessary link be- 
tween the mountains of American excess foods and the needy of a world 
anguished by want and homelessness. 

4. This program achieved its objectives in the fiscal years of 1955 
and 1956 to the greatest extent possible with limited ocean freight 
allocations from the United States Government. These allocations, 
totaling only $20 million in the 2-year period, made possible the opera- 
tions of programs which Government agencies could not duplicate by 
the expenditure of billions of dollars. The worldwide networks of 
volunatry agency distribution channels in which hundreds of thousands 
of volunteers give dedicated service in thousands of such instituiions 
as orphanages, hospitals, and welfare centers, would represent an ascro- 
nomic budgetary item. Even with such outlay of Government funds, 
the incaleulable human values of the voluntary program could not 
be duplicated. 

75009—56——55 
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5. The very voluntary character and the nondiscriminatory basis 
of the American voluntary aid programs preclude the success of any 
attempts by anti-American propagandists to pin purely political mo- 
tives on such people-to-people aid. 

A remarkable partnership: This is the type of program we believe, 
that the Congress had in mind when it first appropriated funds for 
shipping voluntary agency supplies overseas. Limited aid programs, 
financed entirely from private sources were already operating when 
ocean freight surplus availability made possible the expansion of 
programs in line with increased possibilities of meeting unmet needs. 

The Congress of the United States, representing the people of 
America as their elected spokesmen in the Government, and the Amer- 
ican voluntary agencies for foreign service, representing the people 
of the United States as their personal messengers of aid and good will 
overseas, have now for nearly 10 years cooperated in a remarkable 
partnership bringing tangible expressions of concern and solace to 
people in distress and need throughout the world. 

This remarkable partnership began in 1947 with Public Law 84, a 
joint resolution providing for relief assistance to people of countries 
devastated by war. At that time, the Congress, in order to “further 
the efficient use of United States voluntary contributions for relief” 
abroad, provided ocean freight assistance to American voluntary 
agencies in the form of reimbursement for the cost of shipping relief 
supplies to some countries. Provisions for similar reimbursement 
have been carried forward in succeeding foreign aid lgeislation. 

Another expression of this partnership was given in the Agricultural 
Act of 1949 and succeeding farm legislation amending that act, when 
Congress made available to the voluntary agencies quantities of sur- 
plus commodities for distribution overseas. ‘Through the provisions 
of this legislation, the assistance which the agencies have been able 
to bring to people in need abroad has been greatly multiplied. 

The American voluntary agencies consider it a privilege of high order 
to share in this partnership and are grateful indeed for the continued 
interest and cooperation which the Congress has shown over the years. 

The present predicament: During the last program year, voluntary 
aid plans were curtailed because of lack of sufficient ocean freight 
allocations. Though the combined voluntary agency request was for 
at least $17 million, only $9,500,000 was allocated to them for ship- 
ment of surplus goods. Because carefully planned aid programs 
would be seriously jeopardized, a further $3 million was allotted to 
finish out the year. 

Part of the reason for the insufficiency of funds was the Department 
of Agriculture decision in December 1955 to release to the agencies 
new products—wheat, corn, rice and beans—products which would 
nutritionally improve the ongoing feeding programs in many crucial 
areas. 

Reports from the field to the agencies would indicate that close to 
$50 million would be needed for ocean freight to cover the desired 
programs of surplus commodity distribution made possible by more 
diversified foods and the strengthening of local distribution channels. 

In view of many factors, however, this total has been adjusted to 4 
practical minimum of from $25 million to $30 million for ocean-freight 
charges for all agency surplus commodity shipments during the coming 
fiscal year beginning July 1, 1956. 
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In addition, agency representatives overseas have indicated that 
more than $3 million would be needed to cover ocean-freight costs 
on “regular” agency shipments (i. e., food, medicaments, hospital 
supplies, rehabilitation items, and clothing, either purchased with 
agency funds or contributed by agency constituents). 

The estimated ocean freight on these “regular’’ shipments is an 
absolutely minimal figure and cannot be cut without jeopardy to 
long-catabinhed programs of basic service. 

It might be interesting to note that during the calendar year 1955, 
for example, American voluntary agencies shipped purchased and 
contributed supplies valued at $39,051,806 to 81 different countries 
and areas for an ocean-freight expenditure of about $2 million; in 
addition, the agencies transferred funds to these countries in the 
amount of $67,741,011 in the same period. 

The larger request of $50 million for shipments of surplus commod- 
ities would represent less than 50 days’ storage charges at the current 
rate on the surplus stockpiled in the United States, while the reduced 
figure, which we are asking for today, is only what our Government 
expends on storage for the period of 1 month. 

A measure of the importance and value of these programs is the 
fact that foreign governments, despite their internal fiscal problems, 
absorb the considerable costs involved in countrywide distributions, 

The continuance and fruition of an invaluable partnership: In 
proposals made to you last month for mutual security legislation, 
only $12 million has been requested to cover all voluntary agency 
surplus shipments during the next fiscal year, and only $1,400,000 to 
cover the ocean-freight costs on relief supplies purchased or collected 
by people throughout the United States for distribution by the 
agencies. 

Such a drastic curtailment in vitally necessary programs overseas, 
while hungry men, women, and children are aware that surplus foods 
continue to mount up in the United States, would be a disastrous 
denial of our concern for our fellow men who are in need. 

We as representatives of the voluntary agencies do not understand 
why these curtailments were made. We cannot believe that officials 
of the Government do not yet realize the immeasurable value of the 
voluntary people-to-people aid programs, or are not sufficiently con- 
vinced of how necessary an adjunct these programs are to the overall 
government-to-government programs, 

The evidence given before the committee by ICA itself in testimony 
last month bears out the importance and significant value of these 
voluntary programs. In his testimony before the committee on 
April 19, 1956, Mr. William H. McCahon, Chief of the Voluntary 
Foreign Aid Staff of ICA stated, and I quote: 

In carrying out the responsibilities of this position, I have become closely 
acquainted with the personnel of the American voluntary agencies and have 
had an opportunity to observe and obtain a personal knowledge of their varied 
activities abroad. 

_ Tam convinced that these groups of private citizens play an important role in 
international relations which today is of great value to our country. 

Acting on behalf of the American people they, as private citizens, are extending 


a helping hand to friendly peoples around the world, who through circumstances 
beyond their control are desperately in need of assistance. 


Particularly in view of this statement we are at a loss to understand 
the reductions proposed, and can attribute them only to figures ar- 
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rived at long before the greater relief potential due to the now ayaij- 
able-surplus grains was reached. 

In an effort to discover the reason for the divergence between the 
figures which the voluntary agencies presented to the Volunta 
Foreign Aid Division, ICA, in February this year—$50 million for 
ocean freight on surplus commodities and $3 million for “regular” 
shipments—and those which it was learned would be presented by 
that office to the Congress, we addressed a letter to Mr. John B 
Hollister, Director, ICA, on April 16, 1956, in which we said in part: 
* * * the agencies’ programs are not static ones; on the contrary, in this time 
of great need in so many areas of the world and great prosperity in our own country. 
they are quite properly, we believe, expanding programs. A peculiar genius of 
the voluntary agencies’ programs is their great flexibility. 

* * * we trust that, insofar as your position permits, you will find it possible 
to support the voluntary agencies in their desire to receive ocean-freight funds 
in amounts adequate for their programs * * *, 


On April 27, 1956, Mr. Hollister replied to our letter as follows: 


I refer to vour letter of April 18, in which you give the views of the Council 
agencies on the question of ocean-freight requirements for fiscal year 1957. 

I appreciate very much your courtesy in sharing these views with us and the 
friendly spirit of cooperation which you expressed about our relationships with 
the voluntary agencies. 

I have noted that it is the intention of your groups to make their views known 
to the appropriate committees of the Congress. I understand that you have been 
fully informed through Mr. MeCahon’s office of the presentation which is being 
made by the executive branch. We shall keep in mind the views of the voluntary 
agencies as the presentation progresses. It will, of course, be up to Congress to 
decide the amount of funds to be appropriated for this purpose. 


It was the Congress which, recognizing the great and intrinsic 
values in people-to-people assistance, made possible the partnership 
with voluntary agencies that has already accomplished such incredible 
amounts of good in those areas of the world where freedom is most 
precariously preserved. 

It is to the Congress that the combined voluntary agencies, repre- 
senting the will and dedication of many scores of millions of American 
citizens, must resort now to ensure the continuance and fruition of 
this partnership. 

Mr. Vorys. Mr. Chairman, I think that we should have in the 
record the list of the member agencies of the American Council of 
Voluntary Agencies for Foreign Service. 

Chairman Ricuarps. That is a good suggestion. Without objec- 
tion, that will be inserted in the record at this point. 

(The material referred to is as follows:) 


American Counci, oF VOLUNTARY AGENCIES FOR ForEIGN Service, IN. 


“To provide a means for consultation, coordination and planning so that 
relief and reconstruction programs may be carried on in the most effective way. 


MEMBER AGENCIES 
American Baptist Relief 
American Bureau for Medical Aid to China, Inc. 
American Federation of International Institutes, Inc. 
American Friends of Russian Freedom, Inc. 
American Friends Service Committee, Inc. 
American Fund for Czechoslovak Refugees, Inc. 
American Hellenic Progressive Educational Association—Refugee Relief Com- 
mittee 
American Jewish Joint Distribution Committee, Inc. 
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American Middle East Relief, Inc. 

American National Committee To Aid Homeless Armenians (ANCHA) 

American ORT Federation, Inc. 

American Relief for Poland, Inc, 

Boys’ Towns of Italy, Inc. 

Brethren Service Commission 

Catholic Relief Services, National Catholic Welfare Conference, Ine. 

Church World Service, Inc., National Council of the Churches of Christ in the 
U.S. A. 

Cooperative for American Remittances to Everywhere, Inc. 

General Council of the Assemblies of God, Foreign Service Committee 

Heifer Project, Inc. 

International Rescue Committee, Ine. 

International Social Service, Inc., American Branch 

Iran Foundation, Ine. 

Lutheran Refugee Service 

Lutheran World Relief, Inc. 

Mennonite Central Committee, Inc. 

National Travelers Aid Association 

Near East Foundation 

Russian Children’s Welfare Society, Inc. 

Salvation Army 

Selfhelp of Emigres from Central Europe, Ine. 

Tolstoy Foundation, Ine. 

Unitarian Service Committee, Inc. 

United Friends of the Needy and Displaced People of Yugoslavia, Inc. 

United HIAS Service, Inc. 

United Lithuanian Relief Fund of America, Inc, 

United Seamen’s Service, Inc. 

United Ukrainian American Relief Committee, Inc. 

World University Service 

Young Women’s Christian Association, Inc. (World Emergency Fund) 
Chairman Ricwarps. Thank you, sir. That is a very fine state- 

ment. Are there any questions? 
Mr. Vorys. You mentioned 39 million in supplies last year and 

$67,741,000 in funds. Certainly the food shipments are not included 

in that, or are they? It adds to 106 million. 


STATEMENT OF MSGR. EDWARD SWANSTROM, VICE CHAIRMAN 
AND EXECUTIVE DIRECTOR OF THE CATHOLIC RELIEF SERVICE 


Monsignor Swanstrom. That represents money and goods. 

Those figures, Mr. Congressman, represent money and goods 
collected from the people of the United States by the voluntary 
agencies and do not include the value of the surplus food that we 
distributed. 

_ Mr. Vorys. As you know, Mr. McCahon said the reason for making 
it 12 million this year rather than what they had last year was that 
they had agreements on which they could estimate that $7,200,000 
would be financed from other than United States Government sources. 

I understand that is partially by other countries. 

Monsignor Swanstrom. May I comment on that? In preparing 
our estimates for Mr. McCahon’s committee, we took into considera- 
tion the amounts that would be paid by foreign governments. Ger- 
many now pays for its shipments. The Spanish Government takes 
the ocean freight on all shipments we make to Spain. The Japanese 
Government has reimbursed us partially for shipments to Japan. 
hose are the principal areas I can think of at the moment. Some of 
the South American countries like Colombia, Brazil, reimburse us 
for the ocean freight. We took that into consideration. 
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Mr. Vorys. Mr. McCahon said that the funding projected for fiscal 
1957 would move 1,175 million pounds, valued at roughly $248 million 
as against 903 million pounds, valued at $201 million in fiscal 1956. 

This enormous jump in your request, does that mean that you esti- 
mate you are going to move four times the amount that Mr. McCahon 
is talking about? 

Monsignor Swanstrom. Yes. Now that Agriculture has made 
available wneat, corn, beans, and rice, those basic commodities that 
are so badly needed in these areas where two-thirds of the world’s 
people are hungry, we can ship those amounts this year. 

I think it should be of significance to the committee that we so 
reduced the surpluses on certain dairy products that they are no 
longer available. 

We can help to greatly cut down the surpluses on these other 
products I have just mentioned, and you wouldn’t be spending much 
more money in helping us to ship them than you would to store them 
here in the United States, as was brought out in the statement. 

Mr. Zasuiockr. Will the gentleman yield? I would like to preface 
my question by saying that I favor an amount sufficient to move and 
distribute surplus commodities to the needy abroad. 

It is my understanding that under section 207 (c) the ocean freight 
cost of the shipment of surplus agricultural commodities could be 
paid out of the agriculture fund, the amount authorized in the farm 
bill. Therefore the estimated increase would not be necessary. If 
that is the case you wouldn’t need more than $12 million. I am sure 
this committee desires to authorize an amount sufficient, but there is 
: ow whether other legislation makes available the necessary 

unds. 

If and when the Senate passes the farm bill and it becomes law, I 
understand there is almost a blank check for ocean freight shipping. 

Monsignor Swanstrom. We have taken that into consideration. 
If Agriculture will use some of those funds for ocean-freight purposes, 
and, as you say, it is permissive in the bill, we wouldn’t have to worry 
about the ocean-freight costs on these surpluses. 

- We have some fear, though, since it is a permissive thing, that it 


may not be done, whereas, as you know better than I do, with your 
ICA money under this bill the administrator is authorized to do it. 

Mr. Zasiocki. Would it help the cause if our report were to say 
that it is our nee other legislation provides the paying 


of agricultural surpluses. Therefore, although we believe the amount 
requested may be necessary, because some funds are available else- 
where, the increased amount is not included in this authorization. 
Would that be satisfactory? 

Monsignor Swanstrom. That would be very helpful. 

Mr. Vorys. That would be very helpful. However, what I am 
wondering about is this: The admirable thing about this program is 
that we hoped it would be a person to person project. 

Mr. McCahon indicated it was not necessarily a person to person 
project, but that these voluntary agencies would insure that it went 
to an institution or something like that. Once you get out of the 
retail and into this gigantic wholesale program, I am very much 
concerned that we will ose the identity of the distribution, and | am 
also concerned, if we go into too vast quantities, if we multiply the 
thing four times in a year, we will interfere with the normal distribu- 
tion channels in a country and interfere with their economies. 
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Monsignor Swanstrom. To meet your first question, you would 
be surprised to the extent we go to see that all the goods are clearly 
marked by signs and by words at all distribution poimts so that it is 
made known that it is a gift of the American people. 

You can ask almost any schoolchild in a country like Spain where he 
gets his daily glass of milk from and he will tell you, ‘““The American 

eople.”’ 

* To meet the other point, we are sending this food into poverty- 
stricken areas, southern Italy, Pakistan, India, Vietnam, Korea, where 
people don’t know what it means to have a square meal every day. 
Through our counterpart agencies, volunteers like ours, without any 
cost of administration at all, we supply this food to people and have it 
so marked and so clearly understood that there is no doubt but that 
it is an American aid program. 

I would like to make one further comment, because I could not help 
but listen with interest to some of the comments made here this 
morning. 

If Congress through its foreign-aid program hasn’t stopped the tide 
of communism in Italy, I don’t know Who has. I think that would 
be true of France and even Germany. Who put Germany on its feet? 
What is helping all of Europe today? Where would Europe be today 
if it wasn’t for the American foreign aid program? 

As far as friends for America are concerned, the little guy on the 
street is a friend of America, because he knows that America out of 
the bounty of its heart, is doing this. The big manufacturers may 
not understand why foreign aid programs are helpful. They want to 
make big sums of money available, but put a food package into the 
hands of some poor family who doesn’t know where the next meal is 
coming from, with an American flag on it, and you have made a 
friend for the American people. 

Mr. Vorys. Who distributes the package when you get into these 
large amounts? 

Monsignor Swanstrom. You will be interested in this. In Italy 
at the present time we are distributing 500,000 14-pound packages to 
families twice a month. We take all the products that Agriculture 
gives us, reconvert them into bread, biscuits, add something to make 
chocolate, and so forth, at our expense, package them into 14-pound 
packages, and distribute them to 500,000 families on the basis of need. 

In Vietnam they repackage the food. We have pictures and films 
of it, and with an American flag on it, ‘Gift of the American people” 
in the language of the country. 

It is given to the people, and they can have a meal for a week or a 
couple of weeks. We do that with your products 
_ Chairman Ricuarps. Weren’t you talking about the local organ- 
ization that actually makes the deliveries of these things? 

Mr. Vorys. I just want to learn how this gets distributed. If you 
have $106 million worth of American supplies and funds going out, I 
have always felt that the voluntary agencies did more good than 
maybe a lot of our technical assistance, but when you have Govern- 
ment stuff that involves 3 or 4 times the amount of the voluntary 
supplies, then I am concerned that you get into a wholesale operation. 

Monsignor Swanstrom. I think I can answer that. You can go 
to almost any community in the world and find a group of people 
that are part of some agency, whether it is something set up by a 





864 MUTUAL SECURITY ACT OF 1956 


missionary, Catholic, Protestant, and so forth, or it is a local group 
of interested citizens who want to help the poor. It might even be a 
public welfare agency. We use them all—public, private. 

I don’t want to go back to Spain again, but in Spain, where you 
are feeding about 3 million children every day, we are using every 
agency of charity in the country. 

Mr. Vorys. But if you get a public welfare agency of another 
country distributing it, it may go where it does some good, but cer- 
tainly the American contribution in it begins to get pretty thoroughly 
diluted. 

That welfare agency says, ‘‘Look, this is what we did for you.” 

Monsignor Swanstrom. I am glad you brought that up. That is 
why we are opposed to asking the receiving government to pay the 
ocean freight, because they want to have control over the distribu- 
tion, and through their public welfare agency they will do it, and 
many times it won’t go to the poorest of the people. 

Chairman RicHarps. Is that what happens in these countries where 
the governments are paying the ocean freight? 

Monsignor Swanstrom. Not in Germany, because there is such a 
close working relationship with the agency and Government. Not in 
Spain. I don’t think it is true either in Japan because we have both 
public welfare and private agencies. 

I would be afraid of it in Italy, to a certain extent, because you get 
down to these litthe communes, and you might have a form of local 
committee. I would be afraid of it in a number of places. 

Mr. Zasiockr. Mr. Chairman, on the basis of our observations 
during the study mission last year, I would like to state that the 
voluntary agencies have produced inestimable goodwill for the United 
States. 

They are doing a terrific job, however, with the limited means. 
They are merely scratching the surface. The voluntary agencies are 
distributing the items available very well. The number of needy 
thus far uncared for is so great that I am not fearful about the effective 
distribution of the increased amount. 

We have found the voluntary agencies the finest ambassadors of 
good will in foreign Jands. 

Mr. Vorys. As you all know, I think our voluntary missionary, 
foundation, and welfare activities generally overseas have been as 
effective, if not more so, than some of our technical assistance. The 
tremendous speedup in our Government projects has tended to 
dilute the effectiveness of these voluntary agencies. I don’t want to 
see it happen in this program, although I think we want to make it 
possible that they can ship all that they can distribute without losing 
the character of it. 

Mr. Zasiocki. Most of these people abroad in foreign agencies are 
missionaries, and they know the value of a dollar. 

Monsignor SwANstrRom. By raising the health of these people, and by 
preserving their life, which is what we are doing, we are helping to 
help keep a world market alive. That is purely a selfish point of view. 
We are helping people to live a better life so that they can become part 
of a better world. ee 

One more suggestion. You might want to make some inquiry 
from Agriculture as to whether they feel those funds can be spent that 
way. 
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Chairman Ricuarps. I want to add my word of commendation to 
the great work of these voluntary agencies. I think the committee 
is fully aware of the fact that they reach into an area where this 
foreign-aid program cannot reach. This program comes from the 
heart of the American people. It is from our people to people in need. 
As long as it is properly administered, and I think you have a good 
record on that, it will do untold good for us in the world. 

Mr. Cu1pPERFIELD. I don’t want by my silence not to add my word 
to what is being done. The hour is late. 

Chairman Ricwarps. We will have to adjourn. I did want to hear 
Monsignor. Swanstrom and the vice chairman and director of the 
American Friends Service Committee, and also Mr. Frank Goffio, 
deputy director of CARE. 

Our time has run short this morning. We would welcome a state- 
ment, if you would give it to us, for the record at this point. 

Monsignor Swanstrom. We combined to draw up this statement. 
I think it represents our joint thinking. 

Chairman Ricuarps. If you want to place an additional statement 
in the record, you may do so. 

I want to take my hat off to Mrs. Clapper, too. Her name is not 
on these pages, but she has done a wonderful work, also to some of 
these other folks around here. 

Mr. Vorys. May I suggest that they not only be permitted to file 
any supplementary statements that they wish, but that they supply 
us for the use of the committee here at the table and also when we go 
to the floor, some of the pictures that I know they have available that 
would tell the story. 


Chairman Ricuarps. Something direct and to the point that could 
be used when this question does come up on the floor. 

We will try to work out this problem of surplus commodities so that 
you will be protected in it. The committee stands adjourned. 

(Whereupon at 1:10 p. m., the committee recessed to reconvene at 
2:30 p. m.) 


EXECUTIVE SESSION 


The committee reconvened in room G—3, United States Capitol, at 
2:40 p. m., the Honorable James P. Richards (chairman) presiding. 
Chairman Ricuarps. The committee will come to order, please. 

We are pleased to have with us Ambassador Cooper who has come 


back from India. We are very anxious to hear from you, Mr. 
Ambassador. 


STATEMENT OF HON. JOHN SHERMAN COOPER, AMBASSADOR 
TO INDIA 


Ambassador Coorer. Thank you, Mr. Chairman and members of 
the committee, for the opportunity to meet with you this afternoon. 

About 2 months ago I was in Washington and met with a number 
of members of the committee. Last fall, a subcommittee of your 
committee was in India and spent several days there. I had a chance 
then to talk to them. 

I know that you have been considering the aid bill for several days. 

Chairman Ricuarps. It has been several weeks. 

Ambassador Cooper. My responsibility is to talk to you about 
that part of the bill which refers to India. 
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It is my understanding that the President has asked that your 
committee authorize $80 million—$70 million for development assist- 
ance and $10 million for technical assistance. 

Since the end of World War II, the United States has made avyail- 
able to India through appropriations in grants and loans, and through 
moneys for the wheat loan, $538 million, which is a considerable sum 
of money. 

I think you have made available in grants, or soft loans, something 
over $350 million since the end of the technical-assistance and devel- 
opment-assistance programs. 

You have in the past appropriated in a single year for both develop- 
ment assistance and technical assistance, a sum above $80 million. 
I think in fact over $95 million. As you know, the total appropriated 
for development assistance and technical assistance for the present 
fiscal year is $60 million. If there should be appropriated for the 
next fiscal year, the sum requested by the President, it would represent 
an advance of $20 million over this fiscal year. 

I know that you want to know why one who represents you and 
the United States in a foreign country urges the appropriation of 
any sum, and of the particular sum requested. I am conscious that 
it is my duty, if I can, to give you the reasons why I strongly support 
the authorization of this sum. 

I had the honor to serve in the Congress at the time when many of 
our foreign aid bills were first passed. I knew then as I know now that 
their first purpose is to promote the security of the United States and 
its foreign policy. Then, as I read their purposes I know that in the 
great humane spirit of the United States, they are designed to help 
other countries raise their living standards and to create a more stable 
and secure world. 

I am conscious, after having been in India for something over a year, 
of the problems and questions which arise in the minds of the Members 
of the Congress about India’s policies and the dedication of aid to 
India. I can say to you that I do understand those questions. They 
have been directed to me by Members of the Congress. They have 
arisen in my own mind as I have served in India. Despite these 
questions, I can say that I believe that India’s future and the relations 
of the United States and India are very important to our own security 
and welfare as well as to India. 

I will point out the obvious, that after China, India is the country of 
largest population in Asia. China, unfortunately, has allied itself 
with the Communist world. 

India although underdeveloped, is a strong and influential country 
in Asia. It is the second industrial country in Asia, second only to 
Japan, and it is the 10th industrial country in the world. It has large 
natural resources, notably of iron and coal, manganese, hydroelectric 
power and agricultural capacity. In the field of transportation, its 
railroad system is the third largest in the world, and it has a fairly 
good highway system. There exists now the basis for steady economic 
development. India, like other countries in Asia, has achieved its 

olitical independence, but like others it will not feel very strong about 
its position until it achieves economic stability and economic inde- 
pendence. Such achievement is its great motivation and compulsion, 
now. And its purposes flow from able leadership and a highly in- 
telligent people. While some question political trends and policies in 
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India, it is well to keep certain facts in mind. After India became 
independent following its susege with Great Gritain, it adopted the 
democratic institutions which had grown from its association with 
Great Britain. The parliamentary system, independent courts, and 
the protection and eapension of individual rights are the bases of its 
Government. It has held, as you know, the largest free election in the 
history of the world. Its leaders hold that they intend to adhere to the 
democratic institutions and that their economic program will be 
achieved by democratic and voluntary means. 

As you know, Communist China is making a great effort to progress 
economically. It is estimated that the expenditure it is making is 
about twice the order of that of India, chiefly through aid which Russia 
gives. It is enabled to make fast progress because of its totalitarian 
methods. India is conscious of China’s progress and yet its govern- 
ment and Nehru make statement after statement, which they have 
followed in practice that India will achieve economic progress by 
voluntary means. 

India has just completed its first 5-year plan, which was devoted 
chiefly to the increase of agricultural production; to increase the pro- 
duction of cement, steel, and coal, and light machinery, and to insure 
against inflation. 

In large measure, India has achieved success in its first 5-year plan. 

The contribution of the United States approximated about 5 percent 
of India’s total effort. It was the largest contribution made by any 
country and gave great help in the fields of agriculture, transportation, 
health, education, and community development. 

In the next 5 years, their effort is directed to establish an indus- 
trial base; to increase steel production from about 1.3 million tons a 
year to 4.5 million; to double cement, coal, and power production; to 
improve transportation and to build a machine-tool and chemical 
industry. The broad purpose is to raise national income by about 
25 percent—from $22 billion to $28 billion a year; to provide jobs for 
8 million people, which will take care of the new labor force that comes 
into industry, and to increase the capacity for investment. 

While India has been making this advance it has been able to main- 
tain a stable level of prices. There hasn’t been much inflation. India 
has a good fiscal administration and has been able to provide benefits 
rather uniformly throughout the country. 

The problem in the next 5 years will be to provide funds for devel- 
opment expenditure, in the total of about $11 billion. They plan to 
do this as follows: To provide about one-fourth of the sum by taxation, 
and public borrowings from their people. About one-fourth will be 
provided by deficit financing; the remainder must be provided by trade, 
investment, by drawing down sterling reserves in Great Britain, and 
by external grants or loans. 

Even after they have done that there will still remain a gap of 
$1,600 million which is needed for foreign exchange to be able to 
purchase the capital goods and equipment without which this plan 
cannot be effective. They have been able to anticipate that 300 
or 400 million of that might become available under the Co- 
lombo plan, and I think that will come into drawing down of their 
reserves, but even when that is done there will still be an uncovered 
gap of over $1 billion. In that gap, of course, our aid begins to have 
meaning. Because unless there are additional funds, funds provided 
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in the form of internal aid which can give them the capacity to buy 
capital goods outside of India, then the whole plan will either be 
diminished to the extent they are unable to do that—and it would 
make it very difficult to succeed. 

I have been discussing the importance of our continued aid to 
India, in the context of Iadia’s second 5-year plan. From this 
viewpoint, the provision of aid is more important, in a way, than it 
has been in the past. In the past India’s problem has been in chief 
one of local and agricultural development. Now, it is one of the 
development of industry which requires capital goods to be purchased 
outside of India, and requiring a large volume of foreign exchange. 

If the level of $70 million for development assistance proposed in 
the pending bill should be continued—if you should project it over 
5 years it would total $350 million, and would represent a substantial 
part of the foreign exchange needed to assure the success of India’s 
5-year plan. 

I doubt if there is a country in Asia or perhaps in the world with 
as limited resources that is making progress comparable to that of 
India. 

I would turn now to the interests, as I see them, of the United 
States, in continuing its aid to India. 

As I said a few minutes ago, India has chosen a democratic form of 
government. Its leaders and its Government are determined that it 
shall maintain that form of government and that it shall succeed. 
If the United States does not supply any aid, I think India will make 
the same effort, with the same determination. However, political 
independence does not assure that a country will develop and provide 
standards of living which will satisfy its people. India has aroused 
the interest and hope of its people during the last 5 years. It has 
made them know that a better standard of living is possible, and, of 
course, if it cannot continue to make progress and satisfy the expecta- 
tions of its peoples, grave problems will face the Government of India. 
If the people of India and other peoples in Asia study the totalitarian 
example of Communist China, and see that it is making progress in 
a totalitarian way, and if the democratic system and methods of 
India should fail, then I think that it is possible that these peoples, 
without long or large experience in government and the comparative 
merits of the democratic and totalitarian systems, could be greatly 
tempted to choose a coercive system. 

For the future of democratic government everywhere it is important 
that India succeed. 

We are conscious of the policy differences between the United States 
and India. I will not attempt to speak of them in detail, but I will be 
happy to if you ask me about them. But whatever these differences 
are—if at the end of 10 or 15 or 20 years, India remains and grows as 
a strong, stable, democratic government, it will certainly be a favor- 
able development in the world situation for the United States and other 
free nations. If there is no other reason except this one reason, I 
think it is important to the United States that India should succeed. 

Further I have always believed that our aid bills speak the humani- 
tarian impulses of our people, manifested by our people as by no 
other people in the world, I think it important, too, that we should 
desire to help another people—the people of India—in good will and 
friendship. 
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There is a large volume of friendship among the Indian people and 
the Indian Government for the people of the United States and for our 
Government. There are differences, but there is a large reservoir of 
good will. 

I know that the Congress examines the bills presented by the 
Executive and in its wisdom and judgment determines the level of 
authorizations and expenditures. It is the right of Congress, and in 
your judgment you may reduce the levels of this bill. I do ask you 
to consider the broad and mutual interests of the United States and 
India, and to maintain the authorization and appropriation to India 
at a level comparable with other countries. 

Since I have been in India, I have developed ideas as to ways that 
our economic associations and programs with India and also our 
political associations, could be bettered and improved. I will speak 
of this broader program later. 

I understand that my only purpose today is to speak upon the 
matter which is before this committee—the authorization of appro- 
priations to India in the bill itself and I have limited myself to that 
point. 

I would make this point: The Soviet Union in recent months has, 
as we know, entered upon a new and different tactic. It is being 
tried in Asia and particularly in India. Russia recognizes the impor- 
tance of the area. It has entered the area in economic competition. 
It is attempting to show to the people in Asia that their system is 
economically superior to ours. They are doing this in India and other 
countries by several methods. One is by the supply of capital goods. 
A second is by the increase of normal trade; and a third is by training 
workers. 

I know that the Congress and the Government of the United States 
cannot develop its policies to counter the action of Soviet Russia. 
I do believe it would be unfortunate if the United States should quit 
or reduce its programs in countries where we have given great help, 
aad done well, now that Soviet Russia is entering those fields. 

Instead, it is a challenge to the Government of the United States 
to find ways to do more effectively its own pioneer work of economic 
assistance. 

I have spoken extemporaneously and generally about these prob- 
lems. I am sure there may be specific questions that you want to 
ask, and I will be happy to try to answer them. 

[ would reiterate that I think that considering the long-term inter- 
ests of the United States, there may be no country in Asia whose 
maintenance as a democratic country, as an independent country, and 
as a country which basically is friendly to the United States, is more 
important than India. 

Mr. Moraan (presiding). Thank you, Mr. Ambassador. 

What Soviet aid did India accept last year? 

Ambassador Cooper. Until the last year, the Soviet economic in- 
terests in India were pretty small. Only 1 percent of the total trade, 
of India’s total trade, export and import, was with Russia. It had no 
loan programs and certainly no grant programs. 

A little over a year ago, negotiations were begun in which Russia 
offered to build a steel mill—to furnish the money for the construction 
of a steel mill and actually to fabricate the necessary capital equip- 
ment. That agreement has been completed. Russia is now fabricat- 
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ing the materials and equipment for a steel mill which will cost about 
$100 million. They have given India credit for the amount, to be re- 
paid in 12 years, at an interest rate of 2.5 percent. 

Last fall, Russia agreed to supply to India over a period of 3 years, 
1 million tons of steel at the going market price, which may be inter- 
preted as the European price. 

The total need of India over the next 5 years for steel imports is 
about 6 or 7 million tons. Russia has agreed to furnish 1 million 
tons. That is a second factor. 

A third field which Russia has entered is in the supply of technical 
personnel for oil exploration. 

They are now considering furnishing technical assistance and 
perhaps some capital equipment for the development of their coal 
fields. In these important fields—steel, oil, and coal—Russia has 
either entered or is attempting to enter. 

Russia has agreed to undertake training programs, particularly with 
respect to the steel mill; that is to take to Russia several hundred 
supervisors and technicians, put them in the mills and teach them 
how to work in the mills. Then, those trained would come back 
and train other workers. 

Russia has moved quickly and decisively. They have made good 
thus far on the promises they have made. 

Mr. Morean. The $80 million in this bill, is it strictly for an 
increase in food facilities and an increase in industrial potential? 

Ambassador Coopsrr. $10 million would be authorized to be 
appropriated for technical assistance, which as you know is the 
supply of technicians and some demonstration equipment; $70 million 
would be available for development assistance. I understand that 
a certain percentage of development assistance is allotted under 
section 402, for the purchase of surplus food. In the past it has been 
about $20 million. If this is again done, it would mean $50 million 
would be Jeft free for foreign exchange, to buy outside of India capital 
goods needed to build industries during the second 5-year plan. 

Mr. Moraan. Mr. Chiperfield. 

Mr. CurperFireLp. Thank you, Mr. Chairman. 

Mr. Ambassador, there is in this bill provision for private capital 
investment abroad. 

Ambassador Coopmr. Yes, sir. 

Mr. CuHIPERFIELD. We have worked out certain guaranties, so as 
to make it possible to make investments in foreign countries. Our 
people negotiate with foreign governments to work out agreements. 

We had witnesses before us last week who told us that they had 
attempted repeatedly to work out such an agreement with India; 
a few people had worked hard on it. They had discussed the matter 
with high officials, which we might consider Cabinet members or 
assistant Cabinet members. The details had been pretty much 
agreed on and yet nothing happened. 

Now, you have described a picture of India being ripe for develop- 
ment, the 10th industrial country in the world, that there is a need 
for capital goods, and yet there seems to be the absurdity there 
where they need capital investment, they need dollar exchange, they 
need to fill this gap, and somewhere along the line this thing is stalled. 
Either they do not want American dollars or American investment, 
or they would rather have it the easy way and have it by grants. 
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I do not understand that situation and I wish you would explain 
it to me. 

Ambassador Cooper. First, let me say that India is faced with the 
situation of going ahead. Now, no country can permit a hiatus for 
2 or 3 years waiting to see if foreign investment materializes. India 
has made a beginning in its first 5-year plan and it must go ahead 
through the next 5 years. From their viewpoint, India must look 
first to the use of its own resources. I again repeat that India is 
taking from its people in taxes and savings, at a very high rate for 
public investment. 

Now, as to the total investment in India, the United States has 
about $100 million. The second largest. Great Britain has about 
$1 billion of investment. I have been informed that since 1950, 
Great Britain has increased its investment in India from approxi- 
mately $650 million to $1 billion. 

The United States has also increased its investment some, chiefly 
through the building of refineries, by Standard Vacuum and by Caltex, 
to the extent of about $30 million apiece, but it is not a large increase. 
India could not rely on United States investment for its development. 

I am familiar with the investment guaranty and I will give you all 
the facts I have on it. We have attempted to negotiate the agree- 
ment, for two reasons. It would encourage private investment in 
India, and it would promote a more favorable economic climate 
between India and the United States with respect to other programs 
even our aid program. 

We have believed several times that agreement was possible. I have 
thought myself since I have been in India, at least on two occasions, 
that we might have the opportunity to conclude an agreement. I 
think I said the last time I] was here that we might conclude it. 

Whether we agree with it or not, the Indian Government has 
adopted what they call a socialistic pattern with respect to the de- 
velopment of their country. This means, in part, that in certain 
industries and in certain economic fields, the Government intends to 
retain for the state the power of investment and control. 

India passed a constitutional amendment in 1955 providing that 
in the event the Government of India should nationalize an industry, 
the compensation would be fixed by the legislature—by the Parlia- 
ment. And that the decision of the Parliament should not be reviewed 
by a court. 

The investment guaranty provides that in the event of a dispute, 
and if India and the United States should not be able to agree, that 
they should agree upon an arbitrator and, they failing to agree, 
there should be the right to take the dispute to the World Court. 
Such a procedure, of course, comes in conflict with their constitution 
and the adoption of the investment guaranty would in effect con- 
stitute an amendment to the fourth amendment of their constitution. 
They have not yet done it. I cannot say they will do it. It has 
been discussed in the cabinet. Mr. Deshmukh, who is the Minister 
of Finance, has spoken out not only privately, but publicly in support 
of the investment guaranty. I think there is still the possi. ility 
that it may be adopted as, in effect, an amendment to their consti- 
tution, 

As they see it, if it should be adopted, it would actually represent 
making available to a foreign investor a privilege that is not available 
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to their own people. We can say, “If you want more private invest- 
ment, that isn’t the way to get it,” and there is truth in the statement. 

But I will say that even so, Great Britain has increased its invest- 
ment. 

Mr. CuiperrieLtp. Mr. Ambassador, I am glad to have that 
explanation. I did not know about the provision in the constitution 
and it explains it partly, at least. 

Thank you, very much. 

Mr. Morean (presiding). Mr. Chairman, have you any questions? 

Chairman RicHarps. Ambassador Cooper, we have an idea about 
how Nehru and Menon feel about us generally. Is there any improve- 
ment or deterioration in the feeling or is it just about like it was? 

Ambassador Cooper. Of course, the present difficulty between the 
United States and India revolves around differences in our policy. 
I would not want to make a speech on this, but we know our policy 
is one of collective security and military pacts. India’s policy is 
against these pacts, at least in Asia. I am not so sure that Mr. Nehru 
or the Indian Government is particularly concerned about NATO 
but there is a difference in policy. 

Chairman Ricnarps. Particularly Baghdad and SEATO. 

Ambassador Coopmr. Yes. 

India says that they believe military pacts in Asia create tension 
and militates against settlement. Frankly, I think the chief objection 
is because Pakistan is a member of those pacts and India has difficul- 
ties with Pakistan. 

The second and most immediate problem between India and the 
United States is on military aid to Pakistan, and it has been so for 
several years. Those are problems where we find ourselves in dis- 
agreement. 

That is one side of it. 

Perhaps these differences between us will not be removed until the 
problems are removed. I think that just has to be faced. 

On the other hand, my own judgment is that the Indian Govern- 
ment, the Indian people, Prime Minister Nehru, and Mr. Menon’s 
viewpoint are simply pro-Indian. They are not anti-United States, 
or pro-United States. They are not enemies of the United States. 
We have much larger associations with India today than have the 
Communist countries—in trade; in investment. India has even larger 
associations with Great Britain. 

Chairman Ricuarps. I think they like Great Britain better than 
they do us, for that matter. Do you not think so? 

Ambassador Cooper. Yes; I will be honest. I think they have a 
much closer association with Great Britain than they do with us, for 
many reasons. . 

Chairman Ricuarps. Now, you said the United Nations—I was up 
there a year after you were there and I watched that fellow Menon and 
heard him talk. I never heard him say one word about the United 
States that did not heap scorn upon us and our institutions. He is 
very close to Nehru. I do not understand why Nehru puts up with it. 

Ambassador Coorrr. I must say this, that in India, at least in the 
time that I have been there, that Mr. Menon has made a number of 
speeches. He has made no speech with any unfavorable reference to 
the United States, and has made a number of speeches with very, very 
savanna references. I have those speeches. I have given you the 
acts. 
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Second, I do know this, that not long after I went to India, the 
Indian Government began to talk to me about the problem of the 
American prisoners in China in connection with United States- 
Communist China issues. I know many people in many countries 
collaborated in an effort to do something about that problem. I do 
know that India, Mr. Nehru and Mr. Menon, gave aid. I must say 
that Mr. Menon talked to me at least 3 or 4 times about this before he 
went to China. When he came back he came and told me that the 
prisoners would be released before the announcement was made. 

Now, that is my experience with him. 

Chairman RicHarps. How would India welcome this money, the 
full amount proposed as a loan instead of a grant? The funds in 
this program that you referred to. 

Ambassador Cooper. You mean the amount now before this 
committee? 

Chairman Ricuarps. The $70 million. 

Ambassador Cooper. My own belief is that it would be satisfactory 
with India. I would say this, though, that if there is a provision that 
a certain percentage must be taken in surplus products, then | do 
not believe that ought to be made repayable, and I will tell you why— 
because there might be the belief that ‘(We must take this in order 
to qualify.” 

We have spoken about the surplus problem. There is great need in 
India, today, for a surplus supply of food, as a protection during the 
5-year program. There will be deficit financing of about $2.5 billion 
and there will be some increase in national income. This will increase 
purchasing power. The demands of the people are simple and their 
first interest will be in food and clothing. The pressures will be against 
food and clothing. To protect the gains they will be able to make in 
their 5-year plan—that is in national income—India wants reserve 
supplies of food, of wheat, of cotton, and some other products, in 
order to protect against inflation, protect against the possibility of a 
crop failure, and to give some scope for this new purchasing power. 

I know there is a possibility to negotiate a sizable surplus program. 

Chairman Ricuarps. That is all. 

Mr. Morean. Mr. Vorys. 

Mr. Vorys. I have just heard that Standard Oil of New Jersey is 
pulling out of India; is that correct? 

Ambassador Cooper. I do not know that. I have not heard that; 
is that a rumor? 

Mr. Vorys. I forget who told me. They did not say it was a 
rumor. 

Ambassador Coopsrr. Certainly, I have no knowledge to that 
effect. Just before I left India, I talked to their representatives. 
They have a very sizable investment in India, including a distributing 
system—it is Standard Vacuum—and a large refinery in Bombay, 
which I think cost about $35 million. 

Mr. Vorys. Could I have been mistaken in the name of the 
company? 

Ambassador Cooper. Caltex is there and Standard Vacuum. 
Both have distributing systems. Caltex is beginning the erection of 
a refinery. They have large investments. I think they make some 
money. It sounds a little unreasonable that it would withdraw. 
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Mr. Vorys. You mentioned their constitution. Would that apply 
to repayment of a foreign loan? That is, does India reserve the right 
to confiscate whatever was purchased by the proceeds of the loan, 
and decide how much they would pay back on the loan? That would 
be part of the compensation? 

Ambassador Coopmr. India has a right, as has any sovereign coun- 
try, to take property for the public good. They have been specific 
in defining fields which they say will be in what they call the public 
sector. This means they have given notice in advance that at some 
time, if they desire, they will nationalize in these fields. 

As to the compensation to be paid, they have provided that it will 
be determined by the legislature. But Mr. Nehru made speeches in 
Parliament at the time of the adoption of the amendment—I recognize 
it is not law, it is a statement of the Government—that they would 
honor all of their commitments to foreign countries and they would 
pay fair compensation. India has a good record of paying its debts. 
They are now paying their debt to the United States for the wheat 
loan. They do not commingle even their funds. They set funds 
aside in special accounts for the repayment of debts. 

I believe without question that India is honorable and correct in 
the payment of debts. I cannot ever visualize that any democratic 
government in India would repudiate its debts. 

Chairman Ricuarps. Repudiate—— 

Ambassador Cooprsr. Yes. I do not think there is that possibility 
under this Government. 

Mr. Vorys. In the news report where I read about this socialistic 
constitutional provision, there was a statement by Nehru that he still 
was interested in stimulating private investment. 

Ambassador Cooper. Yes; they do not mean that the Government 
will undertake the ownership of all industry. I make it very clear. 
They have set up two fields. One field is exclusively under the 
control of the Government. This field includes atomic energy, the 
railways, and armament. 

They have provided a second field in which increases, or new 
development, shall be the exclusive domain of the Government if the 
Government desires. This includes iron and steel, coal, aviation, 
shipping, and oil. But even in these fields, private industry will have 
its share and Nehru has made, as you said, speeches this year, to the 
effect that the Government does not mean to exclude private industry 
and that it wants to see private industry encouraged. 

I might give these figures: Public investment in India, the total 
investment, is about 10 percent of all investment in India. Public 
investment in the United States, is over 20 percent. 

Mr. Vorys. So it is larger here than it is there? 

Ambassador Coorrr. Yes; but we have had more time here. 

T cannot conceive of any time when there won’t be a large private 
enterprise system in India. There just aren’t sufficient public funds 
available for the full industrial development of India. 

Mr. Vorys. I cannot conceive of our going much further with India 
if they still refuse even to sign the guaranty agreement, where they 
merely agree to treat the United States as well as they would one of 
their own citizens. 

Ambassador Coopnr. The point they make is that it would be 


agreeing to treat the United States better than it would their own 
citizens. That is the point. 
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I have talked again and again with Government officials urgin 
agreements, but it would not mean automatically that they woul 
get the investment, the private investment in India that they need in 
their second 5-year plan. 

In fact, the record is and it may be because of this atmosphere— 
that the opportunities for investment of United States capital are 
much better in the United States and the Western Hemisphere than 
in India, an area which is not well known to United States investors. 
I am not sure the guaranty would bring a lot of investment even if it 
is accepted, but I think they ought to agree. On India’s side they 
have the argument that it would give preference to the United States 
over every other country and above their own people. 

Mr. Vorys. You speak about the reservoir of good will toward the 
United States. 

If there is any reservoir of good will, I myself am unaware of it. 

When Chairman Richards and I were in India, for instance, I was 
presented by the Administrator for Community Projects three pub- 
lications of the Government of India on the Community Projects 
Administration. 

There was not a single reference in all three of these to United States 
aid in any form. 

While we were there, we had our FOA people, or ICA people show 
us around and they showed us things we did. 

There were Indians with us and we did not get any idea from the 
Indians that they knew that we had anything to do with it. 

Now, I do not see how the people of India can get to know anything 
about our efforts, and certainly the Government of India has shown 
no gratitude. We were given a pamphlet in India gotten out by 
USIA which said, ‘‘America wants no gratitude for its aid. Rather, 
the American people will feel more than repaid if India succeeds.” 

Ambassador Coorrr. On what date was this? 

Mr. Vorys. That pamphlet, I understand, has been withdrawn. 
But from reading certain speeches that might be supposed to be our 
governmental attitude. That is not my attitude. 

If India succeeds and continues to be anti-America and tries to 
drag us down and commit suicide herself by her astounding policies 
in the Far East, then India, being a free and independent country 
maybe has the right to do that, but I do not want them to succeed 
that way, at all. And it seems to me at times that is our policy. 

Ambassador Cooprsr. I will take up the two matters you have 
raised, in order. First, what evidence India gives of her appreciation 
and acknowledgment of aid from the United States. 

1 will agree that it is not of great volume. But almost weekly since 
I have been in India, as our TCM enters into agreements with India 
on specific projects, they do give notice. There are pictures and 
articles in the papers noting the signing of agreements for these 
projects. 

{n the last several months, the Minister of Finance, Mr. Deshmukh, 
has made speeches in the Parliament, notably a recent one presenting 
the budget and presenting the details of the second 5-year plan, in 
which he gave full credit to the United States as the greatest helper 
of India during the first 5-year program. Their representative to 
the Colombo powers meeting made a speech in which he gave great 
credit to the United States. These acknowledgments have been quite 
frequent lately. 
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The Government of India printed recently and distributed—M inis- 
try of Finance, Department of Economic Affairs—a pamphlet called 
External Assistance during the First 5-Year Plan, in which there is 
listed every item of aid given by countries during the first 5-year plan, 
Every major project of the United States, and practically the whole 
book is devoted to aid given by the United States. 

I will say that I think in the Jast 6 or 7-months there has been more 
public notice of American aid than in the first 5 or 6 months I was 
there, and it has been quite widespread. 

Mr. Vorys. Good. 

Ambassador Cooper. And the papers have had editorials and 
notices of United States aid. 

I know in the speeches that I made mentioning United States 
aid, many papers printed the whole speech and referred to it on their 
front pages. 

I want to give a balanced picture on this. 

What I said awhile ago, you criticized somewhat——— 

Mr. Vorys. I just said I did not know about it. 

Ambassador Cooper. Well, we are old friends and we are good 
friends, and I am glad you raised this question of what I said about 
a reservoir of good will. 

I am going to agree that perhaps there is not the widespread knowl- 
edge throughout India of the volume of our aid that there should be. 
I hope that will be remedied. I think that it will be. It is chiefly a 
matter which the Indian Government must decide. 

Now, as to the second point you made, I would disagree with you. 
While the United States, our Government and our people would like 
it if there were no disagreeements in policy between India and the 
United States, and if we were in accord, yet I believe that it will be 
much better for the United States if India is a strong, independent 
nation, even though we do not agree on everything and even though 
there may be frictions between us, than to see the reverse—to see a 
country which is not free and independent and which has not suc- 
ceeded economically. 

We have the example of Communist China which today, after 8 or 
10 years, remains a great question of debate for the American people. 

I do not think that it is going to happen in India—that is that India 
will lose its freedom to communism. We would all agree that we 
want an independent country. They may not agree with us on every- 
thing but if India is not dominated by the Communist countries, that 
is a great factor in the future of the world. 

Mr. Vorys. They may not agree with us on everything. The fact 
is that they disagree with us so much on so many things. That would 
be the way I should put it. 

Ambassador Cooprr. Those are among the questions I hoped you 
would ask. 

Mr. Moraan. Mr. Zablocki. 

(Discussion off the record.) 

Mr. Zasuockt. I would like to read two short paragraphs from the 
International Financial News Survey, called to my attention regarding 
India’s second 5-year plan and I have several questions about it: 

Addressing the Conference of University Planning Forums in Delhi on April 15, 
the Indian Minister of Finance stated that the original allocation of Rs. 45 


billion (U. S. $10.1 billion) proposed for the public sector in the draft outline of 
the second 5-year plan is now considered inadequate; this is due to the increased 
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expenditure that might have to be incurred for national defense, development of 
atomie energy, coal production, petroleum exploration, and the subsidization of 
the American ambar charkha—spinning wheel—method of cotton yarn produc- 
tion in the hand-loom sector of the cotton textile industry. Accordingly, an 
increase of Rs. 3 billion or Rs. 4 billion in the original allocation is now envisaged. 

Referring to resources for the plan, the Minister indicated that the Government 
would have to raise from fresh taxation Rs.500 million per year over and above 
the amount scheduled in the draft outline. This would be in addition to the 
tax receipts that the states would have to raise. He expressed doubt that India 
would actually receive foreign assistance of Rs. 8 billion as envisaged in the draft 
outline, stating his belief that Rs. 4 billion is a more realistic figure. He also 
indicated that the plan period of 5 years might have to be extended beyond 
March 31, 1961. 

Mr. Ambassador, what is the reason for the increase over and 
above the original allocation and secondly, if they do not get the 
needed finances from taxation and they receive only one-half of the 
amount they anticipated in foreign assistance, from where will they 
get the assistance? 

Ambassador Cooprr. Mr. Deshmukh has pointed out that India 
must have external assistance, and if it is not forthcoming, it will 
have to lengthen its plan period. Instead of being a 5-year plan, it 
might be a 6-year plan or a 7-year plan. 

Mr. Zasuocki. Is there any possibility that they will seek to get 
foreign assistance from countries other than the Western Powers? 
Will they accept aid from the Soviet bloc? 

Ambassador Cooper. There is a tremendous compulsion to achieve 
the goals of the 5-year plan. The Government knows that there 
must be substantial success if they are to satisfy the people. While 
they have kept a balanced view toward the offers that have been made 
by the Soviets, we must take into consideration that India wants to 
succeed and if it can’t get funds from the United States and western 
countries, it is a natural impulse to get aid where it is available—if 
necessary from the Soviets. 

The Soviets are certainly cognizant of this fact. 

[ can’t emphasize too strongly that the Soviet Government is mov- 
ing economically into India and Asia. To the extent the United States 
withdraws or withholds aid, we make it easier for the Soviets to move 
in, and in a permanent way, through trade and the supply of capital 
equipment which must be continually replaced. We would be leaving 
the field in which the United States has always held that it could com- 
pete, the fields of industry, trade, and economic development. 

It seems to me absolutely unbelievable that the United States 
would withdraw or say it would not compete with the Soviets. 

Mr. Zastockt. Was the program broadened or was the increased 
amount found necessary because of an error in anticipating the cost? 
_ Ambassador Cooper. No, the Indian Government made these plans 
for development in certain fields which they considered to have 
priority. They have been doing this for several years. 

Now, new developments have taken place in the field of atomic 
energy. They have good scientists and they want to do something in 
that field. 

_ They have found that they can’t expand steel, iron, and transporta- 
tion, without expanding coal production and that additional time may 
be needed. 

Small cottage industries are important to provide employment and 
consumer goods for their people and they have found they need funds 
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for their assistance. Those needs are additional to their original plans 
and if they cannot provide means, they will have to lengthen the plan 
to more than 5 years. 

Mr. Zastockxi. Mr. Ambassador, to sum up our discussion, it is 
reasonable to expect if India does not get foreign assistance from the 
Western Powers, it will have to look to the Soviet bloc. But the most 
puzzling question to me is, Why is it they are only expecting to get 
one-half of foreign assistance they anticipated, presumably from the 
United States? 

Ambassador Cooprrr. They have never set any figure that they 
expected to get from the United States. : 

Mr. Zasuockt. It is not specifically stated the foreign assistance is 
to be from the United States. 

Ambassador Cooprr. What are you reading? 

Mr. Zastocki. This article is from the International Financial 
Survey and it is attributed to the Indian Minister of Finance and the 
source is the Embassy of India, dated April 23 of this year. Accord- 
ing to this article the Indian Minister of Finance expressed doubt that 
India would actually receive foreign assistance of 8 billion rupees as 
envisaged in the draft outline. He stated his belief that Rs4 billion 
is a more realistic figure. 

Ambassador Cooprrr. That would be $800 million. Their gap, 
which they have not yet been able to see filled, is over $1,500 million. 

India has estimated that something over $100 million will be pro- 
vided by the Colombo powers, including Australia, Canada, Great 
Britain, and New Zealand. They hope to get about $100 million from 
the World Bank. The three steel mills which have been promised, by 
the Soviet Union, Great Britain and Germany—West Germany—will 
each make available $100 million. 

These additional sources of external aid which they see as fairly 
certain, reduce the gap to around $1 billion. They do not know where 
they will get the money for this gap. The only two great suppliers 
left are the United States and Russia. The billion may not be pro- 
vided by either one or by both. 

Mr. Zasiockt. Mr. Ambassador, I don’t think I have stated the 
question very cleary. My question is why are they expecting one- 
half of what they planned to receive? 

Ambassador Cooprr. I must say from my study of the plan, from 
the talks I have had, I have never had any intimation that a fixed 
sum is expected from the United States; I know that they do expect 
aid from the United States, but the extent has not been stated. 

I have proposed that if the assistance that can be made available 
through appropriation, through our surplus program, and through the 
regional aid programs, could approach during a period of 5 years, 
$500 million, it would be a substantial and reasonable contribution 
to the Indian 5-year plan. 

They still have uncovered, $800 million. In their plan, projecting 
all sources of aid, it has been admitted that a deficit of $800 million 
exists. 

I want it understood, that it has been anticipated that with every- 
thing that can be envisaged India will still need additional aid. 

If what you suggest should be said on the floor, it would not be 
correct. It would simply be saying what they believed all along. 
that if they are able even to fill this gap.of over $1 billion, they still 
don’t know where they are going to get about $800 million. 
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Mr. Morean. Mr. Burleson. 

Mr. Burteson. Mr. Chairman, I direct my question to Mr. 
Zablocki: You asked the Ambassador that if India didn’t get this help 
from us would they turn to Russia for it. I believe you said would 
they have to turn to Russia for it. Was that the question? 

Mr. ZABLockr. Yes; perhaps the Ambassador should answer it. 

The Ambassador did say there were two places for India to get the 
money, that is; the United States and Russia. 

Ambassador Cooper. They are the only countries able to supply 
substantial sums. 

Mr. Burteson. Would India turn to Russia if we had conditions 
in this bill with which they would not agree? Would Nehru sacrifice 
his country by turning to Russia for this aid, in your opinion? 

Ambassador Cooprr. I think you must look at the total economic 
situation in India to determine if India could be turning toward 
Russia. 

There are several kinds of aid being provided India: $1 billion of 
investment is provided by Great Britain, and a hundred million from 
the United States. There is no Soviet investment in India. Normal 
trade amounts to about $1 billion a year. Only about 1 percent of 
the total is with Russia and the Communist countries. The arrange- 
ments made with Russia this year for a steel plant and delivery of 
steel amount to $200 million. 

That is the total Russian economic association, small against the 
total of Western association. If India takes some aid from Russia, 
it is not accurate to say they have turned to Russia, when the total 
of investment, trade, economic association up to this time has been 
nearly 100 percent with democratic countries. 

I am sure there is the possibility of increased aid from Russia to 
India. Russia certainly is wanting to give aid. They want to enter 
into larger trade agreements. They want to trade with India. They 
are wanting to furnish capital equipment. They want to help train 
their workers. This is for their ultimate political purposes, but they 
see also there is economic value for them, for after all, India will be 
some day a great market. 

You have asked me, if the United States doesn’t help them with 
aid, will India turn to Russia. There will be great pressure from 
Russia on India—to offer aid, or trade, and great pressure within 
India to take aid from Russia. If they don’t take aid—and if we do 
not furnish it, what will they do? India will not be able to make its 
industrial expansion. The 5-year plan will fall down. Their people 
will say, “Your Government has failed. We have made no advance 
in our living conditions.” The Government must take that into 
account. From our interests I think the danger is, if that situation 
arises, either that they go into a larger association with the Com- 
munist countries, or if their help doesn’t come, that they fail and their 
people then turn and say, ‘What is there left that can help us to 
progress?”’ 

Mr. Mora@an. Mr. Hays of Arkansas. 

Mr. Hays of Arkansas. I would like to ask the population pressure. 
What hope is there that this pressure won’t continue? Is planned 
parenthood accepted? 


; Tee Cooper. I don’t think much has been done in that 
ield. 
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Mr. Hays of Arkansas. There were religious inhibitions for awhile, 
were there not? 

Ambassador Cooprr. Yes. 

5 Mr. Hays of Arkansas. They have moderated some? 

F* Ambassador Cooper. Yes. Of course, with their life expectancy 
going up, with less infant mortality, there will be a very large popula- 
tion growth and it does present the problem of whether advancement 
can keep up. They think it can. I am sorry to say, Congressman, 
that I don’t know too much about that. I don’t think they have 
made any great progress in that field. I know that they have con- 
sidered it. 

Mr. Morean. Mr. Williams. 

Mr. Witurams. No questions, Mr. Chairman. 

Mr. Moraan. Has anyone any other questions? 

Mr. Vorys. When Mr. Richards and I were in India we were told 
by a high official that Nehru felt that India was not strong enough 
now to stand up to the Soviets and the Reds and was fearful of them 
and therefore he was doing nothing to offend them, but when he got 
stronger, he might take a stronger attitude. 

Have you ever heard anybody out there make that sort of a 
speculation? 

Ambassador Coorrer. Not with respect to the latter part of your 
statement. I think the first part is correct. Considering the geo- 
graphical situation in India, first, that it bounds Communist China 
and is but a short distance away from Russia. I remember when 
Bulganin and Khrushchev flew into New Delhi, I was impressed by 
the fact that flying time from Russia to New Delhi was only 4 hours. 

With these countries on the north and considering the weakness 
of India militarily, I am sure that their policy is based in part on their 
geographical situation. 

A second consideration is that in their religion and experience, they 
are a nonviolent people. 

Mr. Vorys. Around Kashmir? 

Ambassador Coorrr. I say, as a people. Their experience of 
peaceful settlement with the British, also, has had bearing on their 
policies. 

Mr. Vorys. That is.all, Mr. Chairman. 

Mr. Morcan. Mr. Ambassador, I was reading some favorable 
comment about Walter Reuther’s visit to India. Would you tell us 
a little about what he did over there? 

Ambassador Cooper. Mr. Reuther came to India at the invitation 
of the labor unions, and as a representative of his own labor union, the 
Automobile Workers Union of America. He made a number of 
speeches, particularly to labor groups. He did convey to the labor 
groups, as a represe ntativ e of American labor, representing a third to 
a half of the people in the United States, a feeling of sympathy of 
our people toward the working people in India and their efforts to 
improve their living conditions, and to advance industrially and 
socially. Secondly, he encouraged a larger interest and effort of 
Indian labor movement in their advancement. 

Mr. MoreGan. Were most of these speeches before labor groups? 

Ambassador Cooper. He made several speeches to foreign policy 
and governmental groups, but he met chiefly with labor groups. 

Chairman Ricuarps. Did he made any anti-Soviet speeches? 
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Ambassador Coopmr. Yes. I heard him speak twice. First to 
the Foreign Policy Association in New Delhi and then at a dinner 
given by a group of labor leaders. He told them of his experience in 
Russia. He told them there were no free labor unions in Russia, and 
that while Russia had made progress economically, that it has been 
made at the expense of freedom, and there was no freedom in Russia. 

He made very strong statements about the lack of freedom in 
Russia. His trip was very successful. 

Chairman Ricnarps. Did Billy Graham make any impression over 
there? 

Ambassador Coorrr. Yes. Unfortunately, I wasn’t in India when 
he was there. Iwas in the United States, but I heard when I returned 
that he had spoken to large crowds throughout India and that he had 
good receptions. I heard specifically about his meeting in New 
Delhi. In his first meeting, he was introduced by Mrs. Rajkumari 
Amrit Kaur, the Minister of Health, a woman who is a Christian. 
She is Minister of Health in Mr. Nehru’s cabinet. He had a good 
response in India. 

Mr. Zasuockt. I have one further question. I would like to read 
a paragraph from the Far East Study Mission Report and invite the 
Ambassador’s comment: 

In view of India’s heavy financial commitments for its own development, the 
Study Mission is perplexed by the loan India made to Burma in October of 1955. 
Under its terms, India loaned Burma Rs200 million (about $42 million). The 
principal is repayable in eight half-yearly installments, beginning in March 1959. 
The interest rate is 4 percent. Although the loan is convertable into sterling, the 
Burmese announced that more than 50 percent of the loan will be used to purchase 
Indian commodities, such as textiles, coal, and peanut oil. 

In view of the fact that India has a gap of one point plus billions of 
dollars and desires and needs external aid, how is India’s assistance 
Burma explained? 

Ambassador Cooprr. India and Burma are very close. Burma, 
as you will remember, was associated with India under the British, 
in the subcontinent and they have close ties. 

Now the whole $42 million can be made available in sterling, which 
is foreign exchange, but I understand that even though this is true, 
that only half of it will in fact be made available. And further, it is 
provided that within the period of the next 5-year plan, that one-half 
of the loan shall be repaid. If that is correct, only $21 million would 
be taken away from their foreign exchange reserves over the next 
5 years. 

[ think the chief reason for the loan was that Burma and India are 
close friends, having large trade relations and that even with their 
limited resources, they wanted to help their neighbor. 

I think you all know that last year Burma was having difficulties 
because of its inability to sell rice and they called upon the United 
States for aid. We didn’t give aid. India stepped in and tried to 
help Burma, but even India couldn’t give enough aid, and as a result, 
Burma has turned, unfortunately, to the Soviet Union. 

I think that India’s action could be taken as the generous action 
of a neighbor, in not too good circumstances, toward one in poorer 
circumstances. 
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Mr. Zasuockt. Is it true, Mr. Ambassador, that the reason Soviet 
Russia negotiated with India was because Mr. Hollister had made the 
decision to withhold $10 million from India last year? 

Ambassador Cooprr. I have never heard that statement. I have 
no knowledge of it. 

Mr. Zasiockt. Thank you, Mr. Chairman. 

I do want to say that the committee has found that the Ambassador 
is doing a very fine job on behalf of the United States. He is an 
excellent ambassador. 

Chairman Ricwarps. I am sure that you appreciate that you have 
a Democrat bragging about you. 

Mr. Moraan (presiding). Are there any further questions? 

Well thank you, Mr. Ambassador. 

Ambassador Coorrer. May I make just one more statement. I will 
impose upon your good will. 

As I said in the beginning, I have learned to be familiar with the 
problems and questions that address themselves to you who are 
charged with our foreign relations, regarding India. I have been 
conscious of these questions during my service. I certainly do not 
agree with all the policies of India. I would like very much that 
these differences did not exist. But yet I would not be doing my full 
duty if I did not emphasize, again, several things. One is that India 
is a free country. It is impossible to be there, to move around, to 
observe their people, and not to know that they take for granted the 
same freedoms that we have. 

Second, they have chosen democratic institutions. Third, in their 
economic plans they have said again and again, ‘‘We will not coerce 
our people or reduce their living standards to advance in the way that 
Russia and China have advanced industrially.” 

India has made these decisions. 

Fourth, I must say that I do not believe that the Indian Govern- 
ment or the Indian people hold enmity against the United States. 
There is disagreement, but I do not believe there is enmity. I would 
not minimize the differences that exist, but if the major problems 
around which they revolve are settled in the world, as we hope they 
will be, then these differences will lessen. 

I am certain that Russia looks upon Asia as an area in which they 
hope to demonstrate to the people that they can achieve more, 
economically and industrially, in the Russian way, than by the 
methods of the United States and the democratic countries. | 
think the United States and democratic countries would make a great 
mistake if, because of these present differences, they should withdraw, 
or reduce our association and aid to such a degree that it would amount 
to a withdrawal. 

I think we can afford as an older and stronger country in freedom, 
to be forebearing, magnanimous, and patient in our problems with 
India. I believe if we do this, we will see India emerge as a great 
leader in that part of the world for freedom and free institutions. 

Again I say if by some chance India should fail and under un- 
propitious circumstances turn another way, because there are forces 
in India working in that direction, if that should happen, then | 
think it would be a black day in the world. 

I would impose on your friendship and kindness to me to say that 
I have spoken to you as faithfully as I know how and that I hope the 
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Congress will this time go the whole way in their support of the 
President’s recommendations and give us a chance to see what the 
possibilities are, and what can be done. We are working at it, and 
I hope that you will help us. 

Mr. Morgan. Thank you, Mr. Ambassador. 

Chairman Ricuarps. The committee will stand adjourned until 
tomorrow morning at 10:30. We expect to have Mr. Hollister and 
Mr. Murphy here in the morning. 

(Whereupon, at 4:20 p. m., the committee adjourned to reconvene 
at 10:30 a. m., Wednesday, May 9, 1956.) 

(The following table has been supplied by the International Coop- 
eration Administration in response to a request from Mr. Vorys. 
See also p. 152.) 


Special dollar receipts of foreign countries from the mutual security program 


[Includes small amounts of foreign currencies] 


| | 
| 
Japan | 


Europe | (excluding | Rest of 


world 


Total all 
areas 


| 
Ryukyus) | 


FISCAL YEAR 1953 

Mil. dol. Mil. dol. Mil. dol. Mil. dol. 
United States military expenditures $870 $508 $2, 102 
OSP expenditures 195 3 201 
Nondefense program expenditures 1, 253 521 1, 774 


2, 318 1, 032 | 4,077 





FISCAL YEAR 1954 


United States military expenditures__.........- 973 | 
OSP expenditures 442 
Nondefense program expenditures 898 


2, 313 








FISCAL YEAR 1955 


United States military expenditures 1,046 
OSP expenditures | 600 
Nondefense program expenditures 929 


Total 2, 575 | 








FISCAL YEAR 1956 (ESTIMATED) 





United States military expenditures 
OSP expenditures 
Nondefense program expenditures 








FISCAL YEAR 1957 (PROPOSED) 


United States military expenditures 
OSP expenditures 
Nondefense program expenditures 














1. All of the expenditures under ‘‘Nondefense programs’’ do not result in ‘‘dollar receipts” for foreign 
countries particularly under the technical assistance program (domestic program costs, etc.). Nondefense 
programs include ‘“‘direct forces support” for fiscal year 1953 and fiscal year 1954. 

2. United States military expenditures excludes MDAP expenditures. They include troop spending, 
construction expenditures, spending by civilian employees of DOD, purchases of materials, supplies, 
and contractual services and infrastructure. Canada accounts forroughly $200 million of military ex- 
penditure listed under ‘“‘Rest of world” per year. 

3. OSP expenditures include expenditures of the foreign military facilities assistance program and the 
mutual weapons development program in addition to regular offshore procurement expenditures. 


Source: Office of Statistics and Reports, International Cooperation Administration, May 15, 1956. } 
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(The following information has been supplied by the Department 
of Defense for insertion in the record. See also p. 654.) 


The European NATO countries in the years from 1951 to 1955 inclusive bought 
approximately $1.6 billion worth of ammunition with their own funds. It is now 
estimated that they will spend from $200 to $300 million for this purpose in fiscal 
year 1956. Offshore procurement contracts for ammunition in European NATO 
countries, including an estimated $31 million in fiscal year 1956, total approxi- 
mately $1 billion. As war reserves are built up to authorized levels, the amount 
of ammunition purchased in any one year will decline because only replacement 
of the relatively small amount expended in training is required. The fiscal year 
1957 program now contemplates the purchase of from $50 to $75 million of am- 
munition, The “matching principle” will be applied thereby assuring that the 
European countries contribute substantially from their own budgets. It is 
expected, however, that the reduced need for ammunition may result in placing 
certain key ammunition production facilities in standby condition. 
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WEDNESDAY, MAY 9, 1956 


Hovuser oF REPRESENTATIVES, 
ComMiITTEE ON ForriGn APFarrs, 
Washington, D. C. 
The committee met, pursuant to call, in room G-3, United States 
Capitol, at 10:48 a. m., Hon. James P. Richards (chairman) presiding. 
Chairman Ricuarps. The committee will come to order, please. 
We will continue hearings on H. R. 10082. We have with us this 
morning Mr. Hollister who will testify. The other witness this 
morning is Mr. Murphy, whom I will call first. I don’t know whether 
he has a statement to make or whether he is just open to questions on 
this matter of balances. 


STATEMENT OF JOHN E. MURPHY, CONTROLLER, INTERNATIONAL 
COOPERATION ADMINISTRATION 


Mr. Murpuy. I have no prepared statement. I propose to talk 
from a set of charts. 

Chairman Ricwarps. Go right ahead. 

You have on the table in front of you the series of charts that he is 
following. 

Mr. Murpuy. Mr. Chairman, the committee has already heard 
from the Department of Defense, which gave an explanation on its 
portion of the unexpended balances in the mutual] security program. 

This chart has been labeled, ‘ICA Unexpended Obligations,’”’ and 
includes in addition to ICA the balances that will be in the hands of 
the State Department also as of the given dates. 

(The chart referred to appears on p. 886.) 

Mr. Murpuy. It is the unexpended obligations rather than just 
unexpended balances. 

The colored parts of the chart all indicate funds that are obligated 
as of the dates concerned. There is a small line, broken line, that 
you will see here, which reflects as of June 30, 1956, the fact that we 
expect that we will have an additional $106 million which will be 
unexpended but which will also be unobligated. 

You will see from the chart two specific things which will catch 
your eye right away. One is the tremendous shift in the program 
from the European to the Asian area, which started to occur in fiscal 
year 1954. 

This big broad part is the introduction of the Korean program in 
fiscal year 1954 for $200 million. And also in that same fiscal year 
you will recall that we put approximately three-quarters of a billion 
dollars to work in the Indochina peninsula to support the hot war that 
France and Indochina were fighting at that time. 
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ICA UNEXPENDED OBLIGATIONS 


(Billions of Dollars ) 


i950 ‘51 ‘52 ‘53 ‘54 ‘55 ‘56 ‘57 
JUNE 30 


Most of that money at the end of fiscal year 1954 was unexpended. 
It appears right here. The European program, as you see, drops down 
to a point where we expect to have only $90 million as of June 30 this 
year and approximately half that on June 30, 1957. 

The chart goes from a peak of $2.3 billion which was unexpended 
at the end of June 1954, drops down to $1.9 billion, which is what we 
had unexpended but obligated on June 30, 1955, and drops further to 
$1.57 on June 30, 1956, as far as obligations are concerned. 

Then, of course, there is another $106 million, $60 million of which 
is in the Asian fund for economic development, and $45 million worth 
of Palestine refugee money, which we do not expect to have obligated 
on June 30 but which we hope to have continued available. 

There is a slight rise in the NEA portion between the end of fiscal 
year 1956 and fiscal year 1957, which is mainly due to the fact 
that we had projected very modest expenditures in fiscal 1957 from 
the new $100 million Near East fund. 

We had in fiscal year 1956 available for expenditure the $1.9 billion 
which was unexpended on June 30, 1955, plus another $1.7 billion of 
new funds that were available to ICA and State during fiscal year 1956, 
which made a total available for expenditure during the fiscal year 
of $3.6 billion. 

We project expenditures out of that of $3.6 billion during this year, 
and the difference, of course, is shown in this $1.7 billion, which would 
be unexpended on June 30, 1956. 

Mrs. Ketiy. Should we ask questions on the chart at the time it 1s 
being discussed or wait until the end? 

Mr. Murpuy. I will be glad to answer questions now. 

Mrs. Ketiy. You are referring to ICA obligations; is that right? 

Mr. Murpuy. ICA and State. There is a small amount of State 
obligations. 
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Mrs. Kretiy. When you referred to the increase of expenditures 
going into Indochina, were you speaking about economic or military? 
~ Mr. Murpuy. That is right, the forces support. The economic 
support that was given to France and the Associated States for the 
support of their military operation. It was not military assistance 
in the sense 

Mrs. Ketuy. It is defense support? 

Mr. Murpuy. That is right. 

Mr. Vorys. This is unexpended obligations. I want to know 
whether there is a difference between that and unexpended balances, 
whether there is in addition to the unexpended obligations an amount 
which has neither been expended nor obligated that is not shown in 
the chart. 

Mr. Murpny. No, sir. There is a difference, Mr: Vorys. It is 
right here. It is $106 million, according to our current estimate. 
It is this dotted line, $60 million of that would be the 3-year Asian 
development fund, on which we project obligations for this fiscal year 
of only $40 million, and we had $100 million appropriated. The $60 
million will not only be unexpended but unobligated on June 1956. 

In addition, there is $45 million in the Palestine refugee project 
which are not expected to be obligated this year and on which the 
President has requested the fund be reauthorized and reappropriated 
for fiscal year 1957. 

The second chart, also as of June 30, 1956, projects the total unex- 
pended, including the $106 million that will be unobligated, according 
to geographic area and also according to function, in other words, 
defense support, development assistance, technical cooperation, and 
all other programs. 

(The chart referred to appears on p. 888.) 

Mr. Murpuy. You see, of course, from the chart the preponderance 
of the funds are expected to be in Asia, over $1.1 billion out of a total 
of $1.7 billion. 

The portion that is to be unobligated: Here is the Palestine refugee 
item of $45 million in the Near East, and here is the $60 million of 
the Asian fund. Those two are shown over here in the pie chart. 

In addition, we expect $1.3 million will be unobligated in technical 
cooperation; $1 million of that will be in the nonregional item over 
here, the United Nations technical-assistance item, and $0.3 million 
will be in Latin America, which would be the Organization of American 
— TC program, and the total of the four items are the $106.6 
million. 

Mr. Futron. Could I ask the meaning of the use of the word 
“obligated”? By “obligated” do you mean currently under obliga- 
tion, or do you mean once having been obligated whether obligated 
now or deobligated? 

Mr. Murpnuy. We mean in all these charts, Mr. Fulton, currently 
under obligation as far as June 30, 1956, is concerned. In other words, 
the funds at the close of the year will be obligated to be paid out to 
some organization or entity as the fulfillment of a commitment. 

Mr. Futron. You don’t include in the word “obligated” any funds 


that you actually have obligated once and which you deobligated for 
something else? 
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Mr. Mureuy. This chart assumes that any such funds other than 
this $106 million will be reobligated before the close of the fiscal year. 
In other words, we are not projecting an unobligated balance over and 
above the $106 million which is shown on the pie chart. 

Mr. Vorys. Could you give us the unobligated and unexpended 
current amounts? . 

Mr. Murpuy. Yes, sir; I can. If I can wait a little while, I was 
coing to comment on that when I came to a subsequent chart. 

\irs. Bouron. May I ask what you mean by “unobligated”’? 

Mr. Murpny. I mean that no formal legal commitment has been 
undertaken by the agency or the Government of the United States 
to pay out the money for a specified purpose. 

Mrs. Bouton. But we authorized it and you want it reauthorized? 

Mr. Murpny. So far as the Palestine refugee program is concerned. 
The $60 million is authorized for 3 years. 

Mr. Fuuron. On Mrs. Bolton’s point, I believe unobligated means 
also not committed to a foreign nation for its spending? 

Mr. Murpny. That is correct. 

Mr. Futtron. So you might not even have a legal obligation, but 
you could still have it committed? 

Mr. Murpny. Committed in the sense that it may be programed 
or there may be program discussions underway with another govern- 
ment which have not yet reached the point where a legal undertaking 
has been made to pay out the funds for that purpose. 

Chairman RicwHarps. Insofar as these charts are concerned when 
they make reference to obligated funds, you mean funds that are 
obligated as of this date, plus funds that will be obligated before 
June 30? 

Mr. Murrpny. That is correct. 

Chairman RicHarps. You don’t differentiate between what has 
been obligated and what will be obligated by June 30 in those figures? 

Mr. Murpuy. Not on these charts. When I come along later, I 
will comment on that. This chart is a projection of the situation we 
expect as of June 30, 1956. 

Mr. Fuutron. On Mrs. Bolton’s question, Mr. Chairman, suppose 
for Korea or free China you make a commitment to them of maybe 
$50 million for a program. There is no contract entered into because 
it is going to have to be over a period of time and the program may 
change. It may be for airfields or for supplies for the Army. So that 
it is a program subject to change according to future events and further 
planning. 

When that commitment is made to the foreign government, is that 
obligated or do we have to wait until the contracts are entered into 
that are approved by our Government? 

Mr. Murpny. Well, it depends, Mr. Fulton. Perhaps a little 
lengthy answer here would clarify the situation. If we were just 
dealing with the Koreans and talking in terms of a level of aid, say 
$200 million, that we are prepared to give them, we do not consider 
that a commitment, because in all our discussions with the Koreans 
on a situation like that, we talk about reaching an agreement with 
them as to the specifics of what the money will be used for. 

_ It is a planning figure or an approved program provided the United 
ates = the Koreans can agree on the specifics as to what it is to 
e used for. 
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In that case we would have an approved program and we would 
have an allotment of funds set aside to meet it. When we get down 
to the specifics, as to exactly what we were going to finance in Korea. 
if it was a shipload of fertilizer, then we would issue an authorization 
to the Korean Government to go and procure that fertilizer, and that 
would be an obligation of the United States to pay for it when it 
arrived. 

Or if we agreed to finance a fertilizer plant, then we would have 
undertaken an obligation with the Korean Government for that par- 
ticular plant and it would be recorded on our books as an obligation. 

Mr. Futton. I think what bothers the committee is that this word 
“obligated” sounds very final. As a matter of fact, it has some plan- 
ning in it because it can be changed. Also the “obligation” in every 
case doesn’t mean a firm contract but it means a commitment some- 
times to governmental units abroad. 

Mr. Murpny. That is correct. 

Mrs. Ketiy. You have just brought up another name, ‘Approved 
program.” Isn’t an approved program an obligated program? 

Mr. Murpuy. No, it is not necessarily. When the Congress finally 
appropriates the funds to carry out this program, as you know, it 
frequently approves in the last analysis different amounts than were 
asked by the President or authorized by the Congress. 

After that appropriation is made, it is necessary for the ICA to 
refine the programs which were presented to Congress as illustrative 
programs for the fiscal year involved down to the point where they are 
within the amount of money which is finally available, so that the 
Director of ICA not only for the nonmilitary but also for the military 
side must consult with the State Department proper and the Secretary 
of Defense, and come up with a planning figure for each country, a 
program planning figure. 

This is an authority for the official involved, say he is a regional 
director for the Far East, to come to the Director of ICA with specific 
proposals as to how the sum of money for his area, for defense support, 
we will say, which the Director has indicated he may make proposals 
on, should be divided up as between the countries in the area and as 
between projects to be financed by the United States, and import 
programs which generate local currency, which in turn may be used 
to support a military force. 

In other words, there is a refinement process that follows the appro- 
priation by which the Director of ICA comes to the point where he 
approves a specific program for a country. 

After that program is finally approved by the Director, funds are 
allotted to finance it. At that point the agency, through its missions 
abroad, gets down to the specifics with the other country of deciding 
for a particular import program, whether it will be cotton, whether it 
will be steel, whether it will be fertilizer, and for project programs, 
whether it will be a health center or help in the construction of a dam, 
or part of the financing of a hydroelectric powerplant, and so forth. 

When these specifics are agreed upon between the United States 
representative and the other country, it is normally not until that 
stage that the documentation is developed and signed which obligates 
the United States Government actually to apply the funds to the 
specific purpose involved, in other words, finance an import, supply 
a technician, bring some trainees to this country or to a third country. 
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It is only at that stage that we normally record obligations on our 
books. 

Mr. Vorys. At that point, isn’t there a statutory definition and 
requirement of obligation with which you comply? 

Mr. Murpny. Yes, sir. Section 1311 of the Supplemental Act of 
1953 for the first time statutorily prescribed the criteria a transaction 
must meet to qualify as a legal and binding obligation on the United 
States Government. 

Mr. Vorys. That was passed because it was felt by the Appro- 
priations Committee, and sometimes by this committee, that pro- 
graming was labeled “obligations” by some of the agencies, I think. 

In any case, when you refer to obligations in your statement on 
these charts, you are referring to obligations under the statute? 

Mr. Murpnuy. That is exactly correct. 

Mr. Futron. That is my question, whether it referred to 
programing. 

Mr. Murpuy. We mean obligations defined by law. We have a 
set of administrative procedures to enforce. 

You will notice the preponderance of the funds here, not only is 
67 percent of the money involved here in Asia but 65 percent of the 
money on the ICA side is earmarked for defense support, with the 
remaining 35 percent being devoted to development assistance, tech- 
nical cooperation, and other programs. 

Chart No. 3, which is also as of June 30, 1956, attempts to show 
where the bulk of the $1.678 billion, which will be unexpended on 
June 30, 1956, will be insofar as country programs are concerned. 

(The chart is as follows:) 


ESTIMATED UNEXPENDED BALANCES - BY COUNTRY 


AS OF JUNE 30, 1956 
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Mr. Murpny. This sum total on here is $1.450 billion, which repre- 
sents 85 percent of all the money that will be unexpended on June 30. 
1956. The 9 specific countries that are named here, that is, excluding 
the Asian fund and excluding Palestine refugees, and excluding these 
smaller countries which are included in here for each of the regions, 
account for $1.2 billion of the projection for June 30, or 70 percent 
of all the money which we will have unexpended on that date. 

Chairman Ricnarps. You don’t put your total figures on this 
chart; do you? 

Mr. Murpny. No, sir. The total of the items is, however, $1.450 
billion. $1.2 billion of it is attributable to the specific countries that 
are named. 

Mr. Hays of Ohio. That money is obligated but not expended? 

Mr. Murpny. That is right, with 2 exceptions: The same $106 
million which we expect will not be obligated on June 30, namely the 
Palestine refugee fund of $45 million and the $60 million of this 
Asian fund. 

Mr. Hays of Ohio. What is the $75 million in Egypt obligated for, 
for instance? 

Mr. Murpeny. $54 million of that is expected to be obligated for 
the Aswan Dam. If you recall, we have an outstanding offer of $54.6 
million of United States financing. 

Mr. Hays of Ohio. I have a pretty authoritative report that the 
British are not going to participate, that they have decided against 
it; is that right? 

Mr. Murpuy. We have no such report. 

Mr. Hays of Ohio. I think you would better check up, because | 
don’t think they are going to. 

Mr. Murpeny. The next chart goes back to January 31 of 1956. 

(The chart is as follows:) 


1CA UNEXPENDED APPROPRIATIONS 


AS OF JANUARY 31, 1956 


($ Millions) 
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Mr. Murpuy. Therefore, it is not a projection in any sense of the 
word. It represents actual data. You will notice that on January 
31 the unexpended balance was $2.672 billion. This compares to the 
figure on July 1, 1955, of $3.6 billion, and to a figure which we expect 
on June 30 of $1.7 billion. This is about the middle of the year. 

Normally you would expect the unexpended balance in this program 
to be relatively high at that time of the year. It just happens to be 
roughly halfway between the opening balance on July 1, 1955, and the 
closing balance on June 30. 

Here is where we stood with respect to these funds on January 31. 
Almost $1.4 billion was obligated on January 31 but had not yet been 
expended. Almost $1.3 billion was in the programing process but 
had not yet been obligated on January 31. 

The $1.3 billion unobligated accounts, of course, in large part for 
the $1.7 billion which we expect to have unexpended on June 30. 
In other words, as a general rule, funds obligated after January 31 
of a fiscal year cannot be expected to be paid out by June 30. 

Mr. Vorys. What was the $1.450 billion? I thought that was 
unexpended as of June 30? 

Mr. Murpuy. That is for the two areas shown on this chart, the 
Near East and Far East, Mr. Vorys. The total unexpended on June 
30 is expected to be $1.678. $1.571 billion would be obligated, and 
the difference would be unobiigated. 

Of the $2.672 billion unexpended on January 31, 1956, $1.3 billion 
was unobligated. Of the part that was obligated on January 31, 
$1.016 billion of it was obligated for what we call nonproject programs, 
and the balance, $363 million was obligated for projects. 

I think a word of explanation here would be in order. By a “‘non- 
project program’ we mean the financing of imports to a country where 
our object is to supply needed dollar exchange and/or generate the 
local currency which in turn can be used to carry out a specific purpose 
in that country. 

For example, it could be for the pay of troops or the support of the 
military budget, or perhaps the local currency costs of a particular 
project which we may be interested in seeing completed. 

The project aid, on the other hand, represents money which we have 
earmarked for a specific identifiable undertaking in the country where 
our aid dollars can be traced right to some entity. It may be a health 
center. It may be the construction of a road, the repair of a bridge, 
or a university contract to start a course in business administration 
in a particular overseas college. 

In other words, the dollar that is spent can be traced right to the 
ultimate effect which it is intended to have in the country. 

In the case of nonproject assistance the dollar is spent for items that 
are released into the economy for sale, and the local currency which is 
generated is then controlled by the United States and applied to the 
specific end objective of the United States aid to that country. 

Mr. Futron. Could Mr. Murphy comment shortly on the rate of 
flow of obligation, and particularly in regard to the statutory limts 
on obligation during the fiscal year? 

Mr. Murpay. Mr. Vorys had asked earlier where we stood recently 
with respect to this picture. We have initial reports in for April 30. 
Those reports indicate that this unobligated portion of $1.293 billioa 
is down to approximately $360 million on April 30. 
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Mr. Futron. Would you please sav that again. 

Mr. Murpny. The $1.3 billion which is shown as unobligated on 
January 31 is down by a billion dollars, to about $360 million on 
April 30. 

Section 106 of the Appropriation Act, which limits obligations in 
the months of May and June to 20 percent of available funds, would 
restrict our obligations in those 2 months to $340 million, in other 
words, one-fifth of our funds available for obligation, which is roughly 
$1.7 billion. 

We will, therefore, in that respect not be hurt because $106 million 
of this $360 million is money which we don’t expect to obligate this 
year at all, in other words, the $60 million in the Asian fund and the 
$45 million in the Palestine refugee fund. 

If you take the 106 off the total of 360 which is unobligated on April 
30, you are down to 254, and under the act we could obligate 340. 

From that standpoint, we have managed to avoid any difficulty. 

Mr. Situ. Is that an unusual rate of obligation for that period of 
time? 

Mr. Murpny. No, it isn’t, Mr. Smith. I think this year, in fact, 
we have an improvement in the pattern of obligations over last year, 

If you recall, last year the statutory limitation in the appropriation 
act was 25 percent instead of 20 as itis this year. Last year we passed 
the 75-percent mark on April 30. On the other hand, we had a 
rather unusual pileup of obligations in the month of April. In other 
words, our obligations in the month of April 1955 were almost three 
times what they were for any previous month during fiscal year 1955, 

Our preliminary estimates for this year indicate obligations for 
April of below $400 million, which compares with about $260 million 
for the immediately preceding month, the month of March. 

Mr. Smirx. You don’t think the statutory prohibition had an 
influence upon that acceleration? 

Mr. Murpny. It definitely did, Mr. Smith. I would be foolish 
to deny it. You are in this kind of situation. You have $1,700 
million to obligate. Generally you have requirements for obligations 
which greatly exceed $1.7 billion. In other words, there are worth- 
while things which the administration would like to do, perhaps, if it 
had the money. 

You head toward April 30 in that kind of climate, and you obviously 
do everything in your power to be sure that at least what you have in 
your hand is going to be useful during that fiscal year. 

To fail to meet the 80 percent on April 30 would have the effect of 
freezing an amount of money, and your unfulfilled requirements in 
the fiscal year would be correspondingly increased. 

There is no question that the existence of section 106 does bring a 
lot of pressure to bear to cause us to obligate funds earlier in the 
fiscal year. 

Mr. Futton. The question, then, of course, comes up, in line with 
this questioning, Mr. Smith, about the care of obligation procedure, 
and the amount of useless obligation there might be. 

My question would be: How much deobligation and reobligation 
do you think is possible or probable under 106 practice? 

Mr. Murrny. I could, of course, get some precise figures on that, 
Mr. Fulton, for you. I don’t believe I have them here. 
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I would say in percentage terms it would be a relatively small 
amount. In quantitative terms, it would be large money. 

Mr. Fuutron. You can submit that for the record, if you wish. 
Thank you. 

Mr. Murpny. I would be glad to do that. I can get you some 
actual data as of a recent date as to how much of the money which 
was obligated last June 30, during the course of this year was de- 
obligated and reobligated. 


(The information is as follows:) ani 


June 30, 1955, obligations deobligated as of Mar, 31, 1956 
Amount reobligated as of Mar. 31 1956 

Mr. Vorys. What is your April 30 for the obligated but unexpended, 
the blue part? 

Mr. Murpuy. Obligated but unexpended, it is too early for me to 
give you a figure on that. You see, on the flash reports that we get 
from our missions overseas, we keep them just as brief as possible 
because they come by cable and we require them only to report 
obligations. 

The expenditure data on April 30 follows in a formal written report 
which is due in by about the 15th of the month, and it takes us about 
a week to put it together. 

I wouldn’t have actual expenditure data as of April 30. I do know 
our expenditures during the first 9 months of the year for other than 
military approximated $1.2 billion. If we were to spend during the 
last 3 months of this fiscal year approximately the same amount as 
we spent through the last 3 months of last fiscal vear, we would spend 
about $1.9 billion, which is our projection for this fiscal year. 

Mr. Vorys. Mr. Chairman, I don’t want to interrupt the orderly 
presentation, but I thought that it might be helpful at this point to 
have Mr. Murphy, and possibly Mr. Hollister, comment on the pro- 
posal in the bill before us to extend the time within which obligation 
may take place. 

Mr. HotuisrEer. I would like to comment on that later. 

Chairman RicHarps. You commented on that before, didn’t you? 

Mr. Houuister. I would like to go through that again, in light of 
the figures that Mr. Murphy has given, and Mr. Fulton’s questions. 

Mr. Vorys. One other question, on this “generating’’ counterpart. 
It occurs to me that it is only about 5 or 6 years ago that we first gave 
any authorization to “generate counterpart.’”’ Your recollection may 
be better than mine, but I recall that it was limited to $35 million in 
that year, because our original programs were intended to take care 
of balance of payments, and we weren’t going into so-called generating 
counterpart in any country at all. 

Mr. Murpuy. My recollection is somewhat different from that, 
Mr. Vorys. The original ECA Act, which was passed April 3, 1948, 
had in it the counterpart mechanism. In other words, it required 
that whenever we supplied these goods and you are absolutely 
right, the object of the ECA program, the Marshall plan was to 
bridge a dollar gap; in other words, the basic object was to get these 
countries the imports which they couldn’t otherwise get to rebuild 
their economies, because they didn’t have the dollars and the eounter- 
part utilization was secondary. 
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Mr. Vorys. The thing that we called generating counterpart, to vo 
into a country and spend money not needed because of balance of 
payments but to create counterpart, as I recollect, that device js 
comparatively recent. 

Mr. Butuock. 1951. 

Mr. Vorys. Wasn’t it limited to 35 million? 

Mr. Butuock. It was limited, anyway. 

Mr. Vorys. It was limited, and it has now jumped to over a billion 
dollars. 

Mr. Morpuy. There is no question there was a definite shift in 
the object of the program in 1951 and 1952, where the emphasis 
ceased to be on just bridging dollar gaps and turned also to the 
ultimate use intended for the counterpart. 

Our objective was one which could be accomplished with local 
currency. When we didn’t have the local currency, the counterpart 
generation through bringing in needed imports was a means for 
getting it. 

This chart, which is also as of January 31, 1956, shows the total 
unexpended balances as of that date, distributed as to the part that 
was obligated on January 31, 2 shades of green here, by each region, 
and the pink part, 2 shades of pink, indicating either the part which 
is to be obligated between January 31 and June 30 or the part in the 
instance of the $106 million, again, which would be unobligated on 
June 30, 1956. 

(The chart referred to appears on p. 897.) 

Mr. Murpuy. You see, of course, the preponderance of it here, 
the $1.648 billion on January 31, which is earmarked for Asia, and a 
half billion dollars for the Near East. 

Mr. Vorys. On the one for Europe, are any countries other than 
Spain and Yugoslavia included in there? 

Mr. Murpuy. Spain, Yugoslavia, and the city of Berlin, and a 
small amount of technical exchange. 

Chairman Ricuarps. Did I understand that there is nothing for 
Berlin? 

Mr. Murpuy. Yes. There was a small amount of unobligated as 
of January 31, for Berlin, and also Spain and Yugoslavia. 

Mr. Soir. How is that broken down, Mr. Murphy, in the areas? 

Mr. Murpny. As between Berlin, Spain, and Yugoslavia? 

Mr. Smiru. Yes. 

Mr. Murpnry. I will get those figures for you. I think there was a 
large amount for Spain. 

(The information requested appears on p. 898.) 
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(The information requested on p. 896 is as follows:) 


Mutual security programs administered by ICA and other nondefense agencies— 
Unobligated balances as of Jan. 31, 1956 


[In millions of dollars] 
Fiscal year 1956 programs: 


Mr. Vorys. How much of the $220 obligated in Europe was for 
countries outside of those three? 

Mr. Murpny. There was a substantial amount—— 

Mr. Vorys. Britain, France, Italy. 

Mr. Murpny. In this 220, on January 31, there was $55 million 
which was attributable to France. That was the French NATO 
manufacturing program, if you recall the $85 million program which 
was entered into the latter part of fiscal year 1954. 

Expenditures on that program at the end of January had amounted 
to only about 30 million. So, one item alone, the France NATO 
manufacturing, accounts for 25 percent of that sum. 

In the United Kingdom there was a pipeline of somewhere in the 
neighborhood of $70 million of commodities that were in large part 
section 402 commodities obligated in 1955 and which had not been 
delivered and paid for yet. There were some small balances in other 
countries. 

I can give you a detailed inventory of this $305 million by country 
as of January 31, if you would like it. 

Mr. Vorys. I don’t want to detain the committee on that now. 

Mr. Fuiton. Could you answer the purely logic question: When 
in this current fiscal year there have been authorized and appropriated 
funds, and you have not spent all the money you have, obligated it 
nor programed it, how can you come in and ask for more money for 
the foreign-aid progr am for the coming fiscal year? 

Mr. Murpuy. We, of course, Mr. Fulton, in this kind of exercise 
must do a lot of projecting. We do have several years of experience 
back of us which enables us to do projections on a reasonable basis. 

When we are getting ready, for example, for the President’s budget 
in October, November, or December of a given calendar year, we have 
a pretty good idea how our program will unfold in the remaining 
months of that fiscal year 

In other words, our firm planning has all been accomplished for th 
current fiscal year, and in many instances the actual program levels 
have been approved for the country, and to some extent obligation 
documents are in the process of development. 

We assumed back in November, and I think our assumption Is 
going to be substantially correct, our unobligated balance on June 30 
will be approximately $106 million, maybe § $25 million more 

Mr. Futron. Out of a total appropriated balance of how much? 

Mr. Murpuy. Our new funds available for obligation this year was 
$1.681 billion. In addition, there was $14.5 million which was reap- 
propriated for this year. So, it is $1.695 billion. 
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Mr. Futton. You have performed the program pretty satisfac- 
torily this year with that rate of funds? 

Mr. Murpuy. That is correct. We have gone along to the point 
where on April 30 we had $1.330 billion of the $1.7 billion under 
obligation. 

Mr. Futron. How much would you anticipate would be unobli- 
gated and unexpended of the $4.9 billion for the next fiscal year? 

Mr. Murpny. As of what date? 

Mr. Futron. As of June 30, 1957. 

Mr. Murpny. I confine myself to the nonmilitary portion, Mr. 
Fulton, which you know is $1.86 billion. At this point we would 
project a zero for June 30, 1957, insofar as single-year funds are 
concerned. 

Mr. Futron. With the history on the current program, though, you 
did not come out actually to a zero, and you had previously projected 
the program to be a zero at the end of the current fiscal year. 

Mr. Murpuy. There are two factors, though, that leave us short. 
One is the 3-year fund; in other words, the Asian economic dev elop- 
ment fund is a 3-year fund, and we did not expect to use it in fiscal 

year 1956. So, we were pretty confident that we would have unobli- 
gated funds there. I think that is reasonable and we may face a 
similar situation in the accounts on June 30, 1957. 

The one place where our plan slipped, as far as fiscal year 1956, in 
a major way was in the Palestine refugee area, where we did fully 
expect when we were up here last year to use the $45 million for some 
projects in the Near East area, having to do with the resettlement of 
the Palestine refugees. 

Due to circumstances over which we don’t have too much control, 
our plans in fiscal year 1956 have come a-cropper. We do not expect 
to get these projects for which we asked the money for under way. 
We do still hope that we can activate them in fiscal year 195 7. 

Mr. Hays of Ohio. You are asking for it again in 1957? 

Mr. Murpnuy. Yes; that it be ree authorized and reappropriated for 
fiscal year 1957. 

Mr. Hays of Ohio. What makes you think they are ever going to be 
resettled? 

_Mr. Murpny. I am not really the man to answer that question, 
sir. 

Chairman RicHarps. You want the money available if the job can 
be done? 

Mr. Murpry. If circumstances permit, it would be very desirable 
to undertake those projects, and I hope in fiscal 1957 we can under- 
take them, 

Mr. Vorys. As a matter of fact, we have carried that in the same 
shape for a number of years? 

Mr. Murpuy. That is absolutely right. 

Mr. Vorys. Re ‘presenting a fond hope that we could get on with 
the Jordan Valle “y proje ct. 

Mr. Murpuy. We have been hoping each year we could do some- 
thing specific and dynamic. 

This last chart takes the $1.016 billion, which you will recall was 
obligated but unexpended on January 31 for nonproject type 
assistance, the commodity import part of the program, and spreads it 
according to categories of one 

(The chart referred to is as follows 
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JAN. 31 1956 UNEXPENDED OBLIGATIONS 
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Mr. Murpuy. You will note that the largest item, $229 million, 
was obligated for machinery and vehicles. 

Mr. Vorys. I got the impression that most of the $1.016 billion 
was to be for generating counterpart, but that first line doesn’t look 
like generating counterpart. 

Mr. Murpuy. It is not machinery and vehicles which we are 
importing for a specific use on a specific project; it is machinery and 
vehicles which are being imported into the economy for sale through 
commercial channels which will generate counterpart which will also 
be used to carry out the objectives of the program. 

This isn’t a bulldozer to be used to move earth on a particular dam. 
If it were, it wouldn’t be under our nonproject category at all, because 
we would have a specific intended use for that bulldozer. This 
might be for tractors needed for the general economy which would 
be put into their distributing mechanism and sold to farmers for 
general use. The local currency which would accrue from it would 
be put in the special account, which we would ride herd over, and 
decide how to use it to obtain the objective we have in that country. 

Take the item here. Here is almost a quarter of a billion dollars 
on agricultural-type items, a large part of which is cotton. These 
bales of cotton that are going in are not going to be used on projects; 
they are going to be sold to mills and probably woven into textiles 
and used to clothe the people, or other purposes. The local currency 
which results will be controlled in a manner necessary to obtain the 
objective we have there. 

Mr. Futron. Are all the nonprojects and services resold through 
commercial channels? 

Mr. Murpuy. Yes, sir. They are sold through commercial chan- 
nels, put into the distribution system in the country, and are purchased 
by consumers. 

Mr. Vorys. That requires two judgments, as it were: one, the end 
use you want, the program; and the second is the kind of thing you 





ion, 


‘ion 


00k 


are 
and 
ugh 
ilso 


um. 
use 
‘his 
uld 

for 
uld 
und 
ry. 
lars 
lese 
CLS; 
iles 
ney 
the 


ugh 


an- 
sed 


end 
you 


MUTUAL SECURITY ACT OF 1956 90] 


think the economy of that country needs. But this still relieves them 
of the need for dollars? 

Mr. Murpeuy. That is right. This is foreign exchange to them, 
and commodities which they couldn’t get unless they spent their own 
dollars, or maybe they don’t have the dollars and they couldn’t get 
them, period. ! r 

Even though our objective may be in the country to get $10 million 
of their local currency to use to support their military budget, the 
determinations which must be made in between to see to it at the 
same time they spend the $10 million foreign exchange for useful 
purposes is a very important judgment which must be exercised, and 
especially if the overall effect of the program is to generally provide a 
viable economy. So, we are very careful to steer them away from 
luxury-type items, or nonessentials, and confine this financing of 
imports to the utilitarian items, and especially to items that are in 
demand and will move fast. 

If we put in items that are utilitarian but not in demand, then to 
that extent the local currency we need to support the budget will not 
be there when we need it. So, we have a number of judgments that 
have to be arrived at before we finally issue an authorization to a 


country for, say, fertilizer, cotton, and steel, and so forth. 

Mrs. Ketyuy. Mr. Chairman, I would like to have a comment on 
the fact that this is a situation in which I believe the United States 
loses the impact of our foreign aid program. The United States sells 
to the government, or gives it to the government for sale, and it is 
thereafter sold by that goverament to the people of the country. 
The people of that nation are not aware that this is assistance from the 


United States. 

Mr. Murpuy. No; I don’t think so, because we have a mandate in 
the law that we should carry on this program to the maximum possible 
extent through commercial channels of trade. So, it isn’t a case 
where country X buys a lot of cotton, the United States finances it, 
and then the country in turn distributes it through its economy. The 
person who buys the cotton is a private importer in the country who 
gets a subauthorization from a government, and who knows that the 
item that he is being allowed to buy is being financed by the foreign- 
aid program, because he has specific instructions which he receives, 
one being for example that he must follow the small business require - 
ment of the act. 

Mrs. Ketiy. For example, let us speak of a truck that is going to a 
farmer. That truck is sold in that country for $100 under this pro- 
gram. How much would that person pay for the same truck if the 
United States permitted our United States private industries to sell 
that truck in the country? 

Mr. Murpuy. The same price. 

Mrs. Ketty. Then we would be better off helping private industries 
to operate in countries abroad. 

Chairman Ricuarps. I believe that line of questioning might more 
properly be directed to Mr. Hollister later. 

Mrs. Ketty. I hope that our foreign-aid program should be an 
advantage gained to that farmer, or whoever he is, or we should 
encourage our own people to go in and sell and distribute it. 
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STATEMENT OF HON. JOHN B. HOLLISTER, DIRECTOR, INTER- 
NATIONAL COOPERATION ADMINISTRATION 


Mr. Houuister. We are not only letting them go in; we are moving 
heaven and earth to get them to goin. We do everything possible to 
see that our American exporters go in and get the business. The 
only reason we can’t do it in some of these countries is that the con- 
ditions are such that they don’t want to go in. 

Mr. Hays of Ohio. Mr. Chairman, I would like to point out that 
what I think Mrs. Kelly is driving at, which I know to be a faet, is, 
I think it is due in part to poor public relations in this country, 
Last year we had an excess of half a million tourists in Europe, and | 
ran into this situation in Europe. Many of those people were from 
Ohio. They would see an American tractor in England and say, 
“That is one of the tractors we gave to you.”” The Englishman would 
get madder—you will pardon the expression—than hell. They point 
out that you vote for foreign aid, that we give it to England, somebody 
there sells it, and the poor Englishman has to pay for it. I can ex- 
plain it to one fellow at a time, but it is hard to do. 

Chairman Ricuarps. There is no doubt that that is a pertinent 
question. All the chairman was trying to say is that Mr. Murphy 
has been dealing with unexpended balances in the program. I think 
your question would be more appropriate for Mr. Hollister. | 
understand what you are driving at. 

Mr. Smirn. Might I add, and call Mr. Hollister’s attention to some 
correspondence I have had from private American concerns who want 
to go into some of these countries, and who say they can’t go in be- 
cause of the competition on the part of the governments where they 
want to operate, because we have given to these governments these 
kinds of items. I am wondering if that matter has ever been called 
to your attention? 

Mr. Houutster. There have been a few individual cases. I have 
had a few letters from Members of Congress, every gne of which we 
traced and tried to give the best explanation we can./I don’t think it 
is true that they don’t go into these countries becauée of government 
competition. But they usually don’t go into these countries because, 
frankly, they don’t see the profit in the operation / 

The countries to which we contribute aid are Very much criticized 
in that they do not pass the laws which would make it easy for our 
people to goin there. We are working all the time, to encourage them 
to pass the proper laws. There is so much capital in this country 
waiting to go into the place where it would be profitable, that it would 
flow fast if we could induce the countries in which we have these ar- 
rangements to make it easy for the capital to come in. We are work- 
ing on it all the time. 

Because of historical reasons, they are frightened of the idea of 
foreign capital and in a great many cases our people don’t want to go 
in because they are frightened of what might happen from the military 
side. It is obvious you wouldn’t put much in Korea until they settle 
down. 

Mr. Smirx. Don’t you think that if these governments were out of 
the picture, on the commercial side, it would attract capital? 1 

Mr. Ho .uister. I don’t think it would in these cases. Capital 
just wouldn’t go in there. 
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Another way to get capital in is to get them a tax advantage. Ifa 
tax advantage were given to an American entrepreneur on his profits 
that he could make in the foreign field, you would have money flow 
a lot faster. 

Mr. Situ. I think we ought to try that. 

May I ask Mr. Murphy another question? After we deliver these 
items, what control, if any, do we have over their final distribution? 
None? 

Mr. Murpuy. No. We, of course, are interested to the extent 
that we have a promise or an indication from the country of its 
intended utilization of the equipment, that that utilization is followed 
up. We have what we call an end-use control program, which we 
carry out, centered in the Controller’s Offices in the missions overseas, 
but it calls on the skill of the entire mission staff to fully observe—first 
of all, we have to see that the stuff that we financed actually got there. 
So, we have a system of arrival reports, which we check very carefully 
against the expenditure records, to be sure that they report they got 
the things we paid for. We want to be sure the stuff got there. 

No. 2, we want to see that it is purely warehoused and that it 
moves fast. We don’t want it in a position where it could be damaged 
by the elements. We checked their procedures on distribution in 
the country to be sure that the stuff was actually moving through 
channels and getting down to the consumers. We invoke penalties 
if we find out that after we have financed an item on the basis that 
it was needed that it lays in the warehouse, we invoke a sanction 

Mr. Smiru. Against the government? 

Mr. Murpuy. Yes; we frequently make them refund the money 
that we have paid out. We say to them, ‘“‘You needed these things. 
We find they are laying there unused. So, we will please have our 
money back and you charge those to your own foreign exchange 
budget.”’ 

Chairman RicHarps. You have done that on many occasions? 

Mr. Murpuy. On many occasions, and well up in the millions and 
millions of dollars. We have recovered that amount from these 
countries because the item we financed was not used in the country. 
We check very carefully to be sure that they don’t reexport the items 
that were financed. We don’t want to be in the position of financing 
imports and find that they are going out the back door, the same 
material and commodities. We are watching carefully that the 
items we finance not only get there but are used there and are not 
reexported in the same basic form. 

If they fabricate from these raw materials and export a finished 
product, we don’t have a control on that. But if it is in the same 
form as we finance the import, we go after them and disassociate 
ourselves from the transaction by requiring them to refund the 
money. 

Mr. Smiru. I am pleased to hear that. 

_ Mrs. Ketry. I would like to ask one more question, if I may. 
Suppose there ar 10 trucks from International Harvester for a given 
country. Do you take possession of those trucks or does the Inter- 
national Harvester distribute them directly? 

Mr. Houuister. We don’t do it that way. If a truck should be in 
the program approved by us for a particular country, the importer 
in that particular country under our rules asks for bids for trucks all 
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around the world, most of them do come from here but some do come 
from other countries, he takes those and they are sold in the par- 
ticular country by the importer through the ordinary channels of 
trade. 

The currency which comes in is used in that country. 

Mrs. Ketiy. Why can’t we reverse that system and let our own 
industries do the exporting and distributing? Let’s take France. 
Let’s say an importer from France needs 10. He comes over here 
and requests them. 

Mr. Ho.utster. I wish you would use Korea or someplace else. 

Mrs. Ketzty. Take Yugoslavia, if you prefer. 

Mr. Houutster. I doa’t think we are sending trucks into Yugoslavia. 

Mrs. Keuty. I request you refer to any country; call it X and 
product Y. I want to know the process and means of your administra- 
tion. You have gotten down to the point where the country has an 
importer and he requests Y product. It is assigned over to him. When 
it leaves our shores, is it in the hands of the importer? 

Mr. Murpny. Yes. The importer goes to his government exchange 
control board and says, “I would like a license to import 10 trucks.” 
The government control board, if it has the dollar exchange free or 
available, and thinks the purpose is good, gives him a license. He 
then makes all his own arrangements, subject to our regulations when 
mutual security funds are involved, to procure the trucks. 

Mrs. Ketity. Why couldn’t all that be done in the United States 
by exporters and importers directly? 

Mr. Murpuy. In the first place. there is nobody in the United 
States who would know that this fellow wants 10 trucks. 

Mrs. Ketiy. It would come from the distribution agency in this 
country. 

Mr. Murpuy. He places an order with, say, International Har- 
vester because that is the kind of truck he needs and the price is right, 
in other words, competitive. He buys the trucks. They are his 
property when they are loaded on the ship in New York. The 
International Harvester Co. delivers them dockside, presents the 
documentation, the supplier’s certificate, the bill of lading, the invoice 
to a bank and they get paid for the trucks. The title passes to the 
importer when the trucks are loaded on board a ship. 

Mrs. Ketiy. My question is, why can’t we reverse it and let the 
exporter go into X country, sell and deliver directly? 

Mr. Houuisrer. The law itself requires that we use channels of 
trade. 

I wasn’t in the work at that time, but I was told that one of the 
attempts in this legislation was to see that the countries which we 
were engaged in trying to help would develop the machinery of distri- 
bution, machinery of importing, and so forth, which helps them get 
back on a reasonable basis of economic and industrial operation. 

If we act as the big father and do the whole thing here, and dump 
all the trucks over there—— 

Mrs. Ketry. We are not dumping. 

Mr. Ho.uister. Place them there. It is good for the country in 
its operation to allow their importers to handle it under proper 
supervision. 

Mrs. Ketrty. We want more United States persons in a given 
country. 
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Mr. Houser. I don’t understand. 

Mrs. Ketuy. If we want more of our people in a country, wouldn’t 
it be better to reverse it so we would get those people in there on 
their own basis? 

Mr. Houurster. If you mean by, “get more people in,” more 
products—— ji 

\irs. Keitity. Not products. 

\ir. HotitisteR. You don’t want more people over there? 

Mrs. Kexiziy. I would like to see International Harvester in Yugo- 
slavia so we would know a little more about Yugoslavia’s operations. 
| question to whom Yugoslavia officials permit the sale of United 
States products. 

Mr. HouuisteR. You mean, an assembly plant? They distribute 
through an agent, or something of that kind, who would be a local 
man. There wouldn’t be any real difference if the trucks came in 
of that type. If they have a manufacturing plant or an assembly 
plant, then you have something. That is what we are trying to work 
out. But merely by having the exporter over here send the trucks 
over under his arrangement, rather than have it initiated in the 
country in which the items are going, wouldn’t change the ultimate 
situation in the country very materially. 

Mr. Mureuy. In point of fact, the person who places the order 
may be the Belgrade representative of International Harvester. He 
is a part of the International Harvester distribution system. He may 
be the importer in Yugoslavia. 

Mr. Futron. The real question is this: Why, when there is more 
than a billion six hundred million dollars unused that can be used for 
this very purpose of exporting commodities and services, in the 
Export-Import Bank? Why aren’t those funds first used instead of 
putting up funds in this program? 

Mr. Hays of Ohio. They have to pay them back. 

Mr. Houuisrer. The Export-Import Bank isn’t, of course, in a 
position of lending for particular projects. Any money lent under 
its authorization, has to be spent in the United States and paid back 
in dollars. 

Chairman Ricuarps. We should not forget that from the American 
viewpoint, American business, American industry, and American 
agriculture get the benefit of about 70 cents out of every dollar of this 
program? 

Mr. Houutsrer. That is correct. 

Mr. Murpuy. In fiscal year 1955, when we financed commodities, 
82 cents of every dollar was spent in the United States. 

Chairman Ricwarps. I don’t know that that helps to sell the pro- 
gram to the world, but the fact remains that 82 cents out of every 
dollar went to American industry, business, and agriculture. 

I don’t think there is any doubt that this expenditure has increased 
the strength of the governments that we have dealt with. But when 
we get down to the people of these countries, | am not sure whether 
we get gratitude or resentment, due to the fact that they have to 
pay the full market prices for what they get. We may get a lot of 
resentment. 

Mr. Houuisrer. Let me answer that. It is a subject you could 
talk on for weeks. What should we be doing in this program? Should 
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we be doing everything from the point of view of asking for thanks 
every time we make a move? Should we insist on a country approach- 
ing us as a supplicant and saying please—— 

Chairman RicHarps. I am not arguing. 

Mr. Houuister. I am not either. It is one of the most difficult 
things to settle. A great many people cannot understand why we 
still continue programs in countries where we don’t seem to be very 
popular and where we don’t increase our popularity. 

I think we are doing it because we honestly believe it is better for 
the peace and security of the United States to have these programs. 
I think we should, everywhere we possibly can, have the people 
understand that we are helping, and there are provisions in the law 
requiring that this should be done. In contracts we make, where it 
is possible, we do state that a certain amount of publicity should be 
given to the fact that this aid does come from the United States. 
There are many examples in the world, places where it is to me, and 
I think to the majority of the people, advantageous for us still to go 
ahead and do what we think is wise irrespective of the fact that we 
don’t seem to end up by getting the love of the people we are helping. 

I think if you look at it from a worldwide point of view, Mr. Chair- 
man, I think it is innate in the matter that we have inherited, without 
our desire, I am sure, but by a peculiar set of circumstances, caused 
by past factors, the responsibility for which it is wise perhaps not to 
go into, the position that England had for many years to try to police 
the world. It is not an easy thing to do. It is not a popular thing to 
do. We believe it is for our own good and security to do a certain 
amount of this. It is expensive and, as I say, doesn’t always make 
friends for us. 

Chairman Ricuarps. And there is no perfect way to do it? 

Mr. Houuster. That is right. Each country must be studied by 
itself. 

Mr. Hays of Ohio. Could I contribute an observation? I first 
became acquainted with this when I served briefly on the Govern- 
ment Operations Committee in 1949, and at that time the percentage 
of the dollar was even higher than 82 cents. As a matter of fact, | 
have been able to justify my voting for the program on that basis 
with the people back home. 

But the observation I would like to make is that I have always 
tried to follow the policy that when I had to take sides in an argument 
[ at least tried to please one side. 

I think in this instance, through, as I said before, lack of poor 
publicity, you have succeeded in pleasing neither side, because the 
foreigners are in many instances resentful because they have to pay 
for it and the people back home are resentful because we think we 
are giving it to somebody who is selling it and making a profit. 

That wasn’t so widespread right after the war, there weren’t so 
many Americans over there. But I want you to know that a lot of 
people are a little bit informed, which is sometimes worse than not 
being informed at all. 

Mr. Houusrer. I think that is a good observation. I wish I knew 
what the answer was. We are forbidden by law to do any advertising 
of our own agency. We have aright to give out a certain amount o! 
information to the public, and we try to. 

Chairman Ricuarps. And if you broadcast it too much, it goes 
around the world that we are doing this primarily to help ourselves. 
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Mr. HotuisterR. Many people abroad believe that we want to ex- 
ploit them cold-bloodedly. The only way to disabuse them of that 
is over a period of years to show by our example that that isn’t the 
case; telling them that that isn’t the case, isn’t going to change their 
minds. Over the years perhaps it will be possible to have them realize 
what we are trying to do. 

When I visited these far eastern countries, I tried in every case to 
discuss the Philippines. I pointed out that perhaps for the first time 
in history here is an example of a country that we had won by con- 
quest and then helped make it free and independent. That we have 
spent many of our own lives on trying to keep it free, have provided 
millions of dollars of assistance, and we are doing our best to help 
them remain independent, and that we are still helping them. That 
if that wasn’t an example of the proper attitude with which a nation 
like ours should approach the world, I didn’t know what it was. 

You hope that kind of example will sink in. You can’t shake your 
finger at these people, developing after years of colonialism, a suspicion 
of everybody, especially those allied with the colonial powers in the 
other parts of the world. You sometimes wonder why we go ahead 
and keep helping them under those circumstances. We only do it 
because we believe it is better for the whole world program of the 
security of the United States. Heaven knows, there will be plenty 
of mistakes made. 

Chairman Ricuarps. Mr. Selden, Mr. Williams, do you have any 
questions? 

Mr. Witurams. Mr. Hollister, some people are suggesting maybe 
one of the ways to meet the problem that we are here now discussing 
is putting some of our aid through the United Nations, administered 
in that way. 

I notice Ambassador Lodge has forcefully advocated that, Assistant 
Secretary Wilcox, less forcefully, and the President said “No.” Have 
you taken a position on the question of channeling through the United 
Nations some of our economic aid? 

Mr. Hotuister. I have, definitely. Let me say, first, I think 
there is some misunderstanding of what Ambassador Lodge said. 
[ made a point of getting his exact statement. It is one of those 
statements where the newspapers blew it up beyond what he said. 
He did say that perhaps it might be helpful if a substantial additional 
amount could go through the United Nations. He didn’t mention 
figures. It was not as strong as the newspapers carried it. It was 
his own idea entirely [security deletion] that the administration 
desires that substantial amounts be added at the present time to 
international organizations in the economic field. 

_We have been urging, in fact, that the other members of the United 
Nations take up a somewhat larger percentage than they have in the 
past. So, while maintaining our own contribution at about the same, 
if they increase their percentages, that means the whole fund is 
increased by a certain amount. But there is no present intention of 
adding substantially in the field of international organizations. 

_Mr. WiuuaMs. It is true that some of the nations that we are 
aiding have asked that the aid come through the United Nations. 
If that is true, wouldn’t we get over this problem of their feeling 
resentful about the manner in which we give 
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we be doing everything from the point of view of asking for thanks 
every time we make a move? Should we insist on a country approach- 
ing us as a supplicant and saying please—— 

Chairman RicHarps. I am not arguing. 

Mr. Houutster. I am not either. It is one of the most difficult 
things to settle. A great many people cannot understand why we 
still continue programs in countries where we don’t seem to be very 
popular and where we don’t increase our popularity. 

I think we are doing it because we honestly believe it is better for 
the peace and security of the United States to have these programs. 
I think we should, everywhere we possibly can, have the people 
understand that we are helping, and there are provisions in the law 
requiring that this should be done. In contracts we make, where it 
is possible, we do state that a certain amount of publicity should be 
given to the fact that this aid does come from the United States. 
There are many examples in the world, places where it is to me, and 
I think to the majority of the people, advantageous for us still to go 
ahead and do what we think is wise irrespective of the fact that we 
don’t seem to end up by getting the love of the people we are helping. 

I think if you look at it from a worldwide point of view, Mr. Chair- 
man, I think it is innate in the matter that we have inherited, without 
our desire, I am sure, but by a peculiar set of circumstances, caused 
by past factors, the responsibility for which it is wise perhaps not to 
go into, the position that England had for many years to try to police 
the world. It is not an easy thing to do. It is not a popular thing to 
do. We believe it is for our own good and security to do a certain 
amount of this. It is expensive and, as I say, doesn’t always make 
friends for us. 

Chairman Ricuarps. And there is no perfect way to do it? 

Mr. Houuister. That is right. Each country must be studied by 
itself. 

Mr. Hays of Ohio. Could I contribute an observation? I first 
became acquainted with this when I served briefly on the Govern- 
ment Operations Committee in 1949, and at that time the percentage 
of the dollar was even higher than 82 cents. As a matter of fact, I 
have been able to justify my voting for the program on that basis 
with the people back home. 

But the observation I would like to make is that I have always 
tried to follow the policy that when I had to take sides in an argument 
I at least tried to please one side. 

I think in this instance, through, as I said before, lack of poor 
publicity, you have succeeded in pleasing neither side, because the 
foreigners are in many instances resentful because they have to pay 
for it and the people back home are resentful because we think we 
are giving it to somebody who is selling it and making a profit. 

That wasn’t so widespread right after the war, there weren’t so 
many Americans over there. But I want you to know that a lot of 
people are a little bit informed, which is sometimes worse than not 
being informed at all. 

Mr. Houuster. I think that is a good observation. I wish I knew 
what the answer was. We are forbidden by law to do any advertising 
of our own agency. We have a right to give out a certain amount of 
information to the public, and we try to. 

Chairman Ricnarps. And if you broadcast it too much, it goes 
around the world that we are doing this primarily to help ourselves. 





MUTUAL SECURITY ACT OF 1956 


Mr. HouusteR. Many people abroad believe that we want to ex- 
ploit them cold-bloodedly. The only way to disabuse them of that 
is over a period of years to show by our example that that isn’t the 
case: telling them that that isn’t the case, isn’t going to change their 
minds. Over the years perhaps it will be possible to have them realize 
what we are trying to do. 

When I visited these far eastern countries, I tried in every case to 
discuss the Philippines. I pointed out that perhaps for the first time 
in history here is an example of a country that we had won by con- 
quest and then helped make it free and independent. That we have 
spent many of our own lives on trying to keep it free, have provided 
millions of dollars of assistance, and we are doing our best to help 
them remain independent, and that we are still helping them. That 
if that wasn’t an example of the proper attitude with which a nation 
like ours should approach the world, I didn’t know what it was. 

You hope that kind of example will sink in. You can’t shake your 
finger at these people, developing after years of colonialism, a suspicion 
of everybody, especially those allied with the colonial powers in the 
other parts of the world. You sometimes wonder why we go ahead 
and keep helping them under those circumstances. We only do it 
because we believe it is better for the whole world program of the 
security of the United States. Heaven knows, there will be plenty 
of mistakes made. 

Chairman Ricuarps. Mr. Selden, Mr. Williams, do you have any 
questions? 

Mr. Witurams. Mr. Hollister, some people are suggesting maybe 
one of the ways to meet the problem that we are here now discussing 
is putting some of our aid through the United Nations, administered 
in that way. 

I notice Ambassador Lodge has forcefully advocated that, Assistant 
Secretary Wilcox, less forcefully, and the President said “No.” Have 
you taken a position on the question of channeling through the United 
Nations some of our economic aid? 

Mr. Hotutster. I have, definitely. Let me say, first, I think 
there is some misunderstanding of what Ambassador Lodge said. 
| made a point of getting his exact statement. It is one of those 
statements where the newspapers blew it up beyond what he said. 
He did say that perhaps it might be helpful if a substantial additional 
amount could go through the United Nations. He didn’t mention 
figures. It was not as strong as the newspapers carried it. It was 
his own idea entirely {security deletion] that the administration 
desires that substantial amounts be added at the present time to 
international organizations in the economic field. 

_We have been urging, in fact, that the other members of the United 
Nations take up a somewhat larger percentage than they have in the 
past. So, while maintaining our own contribution at about the same, 
if they increase their percentages, that means the whole fund is 
increased by a certain amount. But there is no present intention of 
ulding substantially in the field of international organizations. 

_Mr. WituraMs. It is true that some of the nations that we are 
aiding have asked that the aid come through the United Nations. 
If that is true, wouldn’t we get over this problem of their feeling 
resentful about the manner in which we give—— 





908 MUTUAL SECURITY ACT OF 1956 


Mr. Houuster. 1am notsure. I think that while there might be 
some advantage from that point of view, it seems to me a disadvantag 
to have us put up all the money while somebody else spends it. They 
might not be resentful, but they would never find out that it was our 
money, because the Russians might take credit for the most part of it. 
And the other nations would say ‘‘we are giving this to you” and 
nobody would know that the United States was putting in 95 percent 
of the money. 

Mr. Wiis. If the facts are such that you could disprove any 
Russian claims—— 

Mr. Houuister. It seems difficult to disprove some of the Russian 
claims being made now. 

Mr. Hays of Ohio. You said, I think, that it was Mr. Lodge’s 
idea. [Security deletion.| Do you mean that ideas have to be 
authorized, and that is why we have no new ones in this program? 

Mr. Houuisrer. He said it was a possibility. 

(Discussion off the record.) 

Chairman Ricuarps. I wanted to say that Mr. Murphy hasn't 
made his statement on administrative expense. 

Mr. Houustrer. I would like to make a short statement while 
there are so many people here. I have had a chance to read in the last 
few days the Zablocki committee report. I think it is one of the 
finest examples of work that I have seen in a long time. 

Not only does it reflect the greatest credit on the members of thi 
committee that went along on the trip, but the members of the staff 
who worked on it. I think the conclusions in most cases I would agree 
with 100 percent. I think the short way in which the work and 
problems in each country were covered, was the finest possible kind of 
a 

Chairman Ricuarps. We appreciate that. I wish all the members 
of the Zablocki committee were here. 

Mr. Vorys. Apparently they shot their wad on that report. 

Mr. Futron. | dissent on some of the comments in that sub- 
committee report about the Geneva Conference. We don’t all agree 
on all the statements in that report. 

Mrs. Bouton. This is a different kind of question. It is the result 
of my 3 months in Africa 

Is there any study being made or any interest being taken in the 
fact that the Africans, rather generally, are anxious to buy American; 
that they want American ideas; that they want American know-how, 
and they want American products. 

The women especially want gadgets to simplify their work. The 
trouble seems to be that our prices are so high, and their individual 
capacity for buying is so low. 

I am wondering, Mr. Hollister, whether there could be some effort 
made to find a possible way, perhaps instead of giving aid, to fill 
the gap between what they can pay and what we feel has to be 
charged—all the talk this morning has been how are the Americans 
going to make money in all this. We lost Iceland beeause we wouldn't 
buy their fish. We are going to lose Africa, if we are not going to 
make it possible for those people to buy American, whieh they now 
want todo. The problem is our high costs. 

Africans are religious people. They believe in God. They don’t 
want to have anything to do with the people that don’t. This was 
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evidenced in President Tubman’s refusal of the help Russia offered 
Liberia. But that is not going to happen everywhere. I just want 
to put this to you as strongly as I can. If you aren’t working at it 
[ hope you will. 

[ want to make a real plea to you, and anyone that you contact 
in vour work, to find some way for us to make it possible for the 
African to buy American. Africa, you know, is a good deal bigger 
than Iceland. Thank you, Mr. Chairman. 

Mr. Ho.tutster. Sometime I would like to sit down with you and 
discuss the whole problem. It is very interesting. You have raised 
a lot of questions which we have under consideration. 

Mrs. Botton. I have a lot more. 

Mr. Houuister. I am sure you have. 

Chairman Ricuarps. We have another meeting at 2. Mr. Le- 
Compte. 

Mr. LeComrtr. You referred to the bright young men of vour 
committee. I doubt that I can qualify as either very bright or very 
voung. I wanted to remark seriously to Mr. Hollister that I think 
in some way or another we are going to have to have the knowledge 
get over to the grassroots people of these countries that we are really 
doing something for them. I feel that we have to win their friend- 
ship, that we have to get away from the feeling that they are paving 
for what they get. 

I grant that it is a difficult problem, but I think the whole thing 
is going to hinge on that point, that if we are going to have their friend- 
ship, we are going to have to make them like us one way or another. 

If we don’t have their friendship, I don’t know what we will accom- 
plish out of the whole foreign-aid program. As you said, it presents 
a difficult problem, but it seems to me, as one who has voted for this 
program through quite a few years, that it has to be gotten over to the 
people down at the grassroots. In other words, when they buy a 
tractor or cotton or anything, that they have to know that actually 
the American people gave it to them, whether they pay in currency of 
their country or not. The currency remains there and they get the 
benefit of it. It seems to me that is going to have to be done some 
way or other or the program will not be a complete success. 

Mr. Houutster. Don’t think it isn’t something we are not thinking 
about all the time. 

Mrs. Botron. It is something the governments themselves should 
be doing? 

Mr. Hotursrer. Yes. 

Chairman Ricuarps. I would like to call to the attention of the 

committee that there is a provision in the Mutual Security Act of 1956, 
in reference to what Mr. LeCompte was talking about, that deals with 
the limitation of funds for propaganda. 
None of the funds herein authorized to be appropriated nor any counterpart 
inds shall be used to pay for personal services of printing, or for other expenses 
of the dissemination within the United States of general propaganda in support 
of the mutual security program, or to pay the travel or other expenses outside 
the United States of any citizen or group of citizens of the United States for the 
purpose of publicizing such program within the United States. 

If the people went against that, they would be accused of trying to 
perpetuate their organization, and that kind of stuff. 

Mr. Vorys. You are talking about the United States—— 
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Chairman Ricnarps. I thought you were talking about putting it 
over to the people of the United States. Wasn’t that what you were 
talking about? 

Mr. LeCompte. I was talking about the people of these other 
countries that are receiving the benefit of our tremendous effort and 
the fabulous sum of money, because it has reached astronomical 
figures. 

Mr. Houutster. We are, of course, thinking about it and working 
on it al] the time. The major work in that particular field is carried 
on and should be carried on by the USIA, because they are supposed 
to be in the field of telling the other countries what our ideals are 
and what we are doing for them. 

We don’t have a staff of people going around and publicizing from 
the point of view of propaganda our field activities. 

Mr. LeComprr. What I meant was, from what Mr. Hays and some 
of the other members have said, that it is not getting over to the 
people too well. 

Mr. Houuister. In some countries it is; in some others it is not. 
In some places there are impressive indications it is getting over; 
in some others it is not. 

Mr. Hays of Ohio. Would you mind stating where it is going over 
well? 

Mr. Houurster. I will get that for you. 

Chairman Ricuarps. Let me read this in connection with the 
Mutual Security Act: 

The committee of conference recognized the desirability of preventing any 
use of funds for propaganda in support of the mutual security program. At the 
same time there should not be any interference with the supplying of full infor- 
mation to the Congress and to the public concerning the operations of the mutual 
security program. The committee of conference believes that it is possible for 
those responsible for the administration of the Mutual Security Act to maintain 
a sharp distinction between propaganda and the supplying of information as to 
the results attained under the program, and that this section of the conference 
agreement should not interfere with the recognized procedures for keeping the 
public and the Congress informed. 

Maybe you are talking along that line. 

Mr. Houutster. May I add this? Mr. Murphy has called my 
attention to a fact I should have brought up myself, that we have a 
definite and active labeling program under which all the items that 
are supplied under our funds are labeled to show they are from the 
United States of America, and our operation. 

We have the shield with the “International Cooperation Admin- 
istration”’ on it. 

Mrs. Bouton. That being the case, would that not make thie 
farmer who has to buy a tractor and pay for it, although he gets i! 
from his government, madder than ever; would it not? 

Mr. Houuster. I have never heard that the farmer was par- 
ticularly mad. 

Mrs. Kextiy. Mr. Chairman, I had planned to ask for a breakdown 
of that 305 of Europe under programed and obligated. 

Mr. Houutster. Would you like a memorandum on it? 

Mrs. Ketiy. I would appreciate one. 

Mr. Houuister. Suppose we get a memorandum up. 

Mr. Vorys. I thought it might be submitted later rather than 
detain them now. 

(The information is as follows:) 
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Mutual security programs administered by ICA and other nondefense agencies— 
Unexpended balances as of Jan. 31, 1956 


[In millions of dollars] 


Aneta... Lin de ce eh ee ha enoatee ...- | United Kingdom 

Belgium $1) Yugoslavia____--_-. Ferdnta che 
Denmark _.| Western European technical ex- 
France 5 change 

Germany Joint control area technical ex- 
Iceland _ Change. -_--.-.- : 

Italy ; ‘ Coal revolving fund 
Netherlands 5 _.- | Regional and undistributed 
Norway 

Portugal 

Spelll...ccc2aneneee wee 3 


1 Includes technical exchange. 


Mr. SELDEN. I have a question that is off the subject we have been 
discussing, but I would like to get Mr. Hollister’s opinion on it. If 
funds for the military portion of the mutual security program were 
included in the defense budget and the Mutual Security Act included 
only the nonmilitary items, would such an approach have any sub- 
stantial effect on the portion of the mutual security program that you 
administer? 

Mr. Houuster. I don’t administer any of the military funds. I 
have the job of coordinating it. My organization is to see to it that a 
program in a particular country is coordinated as between the military 
and economic. So, itis all tied in with one whole. The amount of 
money spent there in the military program, and the burden that has 
to be carried by that country, affects, obviously, its economic needs. 

If it would be changed so that the appropriation of all military 
activities were in one budget instead of being distinguished between 
the overseas and the domestic, you might say, it would still be possible 
to have the coordinating activity, but it would make it somewhat more 
difficult. There are a lot of arguments one way and the other, on 
which [ would be glad to give you a memorandum. It would take 
some time to go through it. 

This year it would be impossible because we are too far along in the 
presentation and appropriation cycle to change the legislation. 

Mr. Setpen. Would it be possible in future appropriations? 

Mr. Houuister. It would be possible to do it in another year; yes, 
sir. 

Chairman Ricwarps. Did you ask a question, Mr. Selden, about 
changing the form of this bill? 

Mr. Seipgen. No, sir; I asked only about the division of these fuads 
in the future. 

Chairman Ricnarps. Putting it into the defense budget? 

Mr. Setpen. Yes, Mr. Chairman, that is correct? 

Chairman Ricuarps. Do you have any question on the matter of 
separating the funds in this bill? 

_ Mr. Senpen. I didn’t ask him that question, but he answered it. 
He stated it would not be possible. 

Mr. Hays of Ohio. It would be possible if we separated them; 
wouldn’t it? 

Mr. Honusrer. Of course. Congress can obviously order it done. 
All I was saying was that at this stage of the game to revamp the whole 
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matter from the point of view of legislation, [ think would raise a very 
serious problem. I think probably you would not want to undertake 
it this late in the session. 

Mr. Se_pen. You feel to separate this into two bills, a military and 
nonmilitary bill, would make it difficult to administer this year? 

Mr. Hoxuisrer. I didn’t understand you presented it that way. I 
thought you suggested that all military activity be put in one bill. 
Now you state that the bill before you would be separated into two 
bills. 

Mr. Se_pen. That is another question. I first asked if the military 
portion of the mutual security bill could be included in the defense 
budget in the future. 

Mr. Houutsrer. It could be done. 

Mr. Setpen. Now, I am asking whether or not the administration 
of this program would be made more difficult if the military portion 
was placed in one bill and the nonmilitary in another. 

Mr. Houutster. | think you could take this one and separate it 
into two bills. I don’t know what you would gain. The two halves 
would make the whole, except you would have to have some cross 
reference. 

Under section 401, the transfer right, the President has the right 
to transfer out of the military side to the economic side and vice versa, 
if an emergency comes up. If you split it into two bills, that is one 
thing that would have to be put into both bills. There are things of 
that kind that would complicate it somewhat. I don’t see what you 
gain by splitting this present bill for $4.9 billion into a bill for 3 billion 
on the military side and 1.9 on the economic side. 

Mr. Se.pen. It would give the Congress the opportunity to vote 
on the separate programs. 

Mr. Houutster. Of course, an amendment by either House simply 
knocking out all of title 1 or all military expenditures, or economic 
expenditures, would accomplish the same purpose. 

Mr. Sevpen. It would give the Congress the chance to vote for the 
military or against the military, or for the economic or against the 
economic portions of the bill. In the past we have either had to vote 
for or against the entire program. 

Mr. Houutster. Yes, and, as I say, a proper kind of amendment 
would do that with the present bill. 

Mr. Vorys. There is one further possibility that I don’t believe 
has been explored, that would be to have the authorization bill such 
as we have here authorize appropriation for nonmilitary expenditures, 
but merely authorize the use of materials ac quired under our defense 
appropriations for mutual security purposes. That would mean that 
this committee would get out of the lead time business, as far as mili- 
tary equipment is concerned. It would mean that the military end 
of this appropriation would be contained in the bill which is now on 
the floor downstairs. It would do two things. It would, one, require 
this committee and the Defense Department to make an allocation 
an our defense materials for the mutual security needs of the coming 
fiscal year, and second, it would have the appropriation money for 
these materials in the defense bill. I think that is a little different 
from what Mr. Selden suggested. 

What would you consider as to that possibility? That deals, I con- 
fess, more with the military end of it. 
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Mr. Hotuister. I would have some views, offhand, but I think it 
is something they probably had better answer because they will see 
some things in it that I might not. 

Chairman Ricuarps. Do you contend that we could authorize the 
military appropriation in this bill and the Appropriations Committee 
have it as part of the defense appropriation? Under our parliamentary 
rules, I don’t see how that could be done. 

Mr. Vorys. I say, we would, as a matter of annual practice, 
authorize the use of military equipment—procured under our defense 
appropriations. 

Chairman Ricuarps. You are talking about hardware? 

Mr. Vorys. For the purpose of mutual security programs. We 
would not make an authorization for the next 3 or 5 years and be 
thinking about naval craft and bombers and things that run into a long 
period of years, but we would say, that would mean Congress would 
say, “Now, for the next year you can use $2 billion worth of our 
defense materials, supply those to the other countries.’”” Where would 
the money come from? It would come out of the big defense 
appropriation bill that is now on the floor. The hardware would be 
acquired out of that. We find, I think, over half of the military 
appropriation in this program is reserved out of our own procurement. 
That would mean that this committee would continue to have the 
duty of attempting to put together the military program with the 
various phases of this bill, all of which has something to do with our 
security, 

Chairman Ricuarps. You are not talking about using this bill 
as a vehicle to accomplish this this year? 

Mr. Vorys. That could be accomplished this year. 

Chairman Ricwarps. It would be much simpler, in my opinion, 
to put it in the defense department authorization and let defense carry 
the load. 

Mr. Vorys. You favor a reappraisal—— 

Chairman Ricwarps. Mr. Hollister, I have a note here that you 
have a luncheon engagement. 

Mr. Houuister. This is much more important. 

Chairman Ricuarps. Mr. Murphy, will you put your statement on 
administrative expense in the record? With the consent of the 
committee, that will be done. 

(The statement referred to is as follows:) 


STATEMENT OF JOHN E. MURPHY, CONTROLLER, INTERNATIONAL 
COOPERATION ADMINISTRATION 


. A summary statement of MSP nondefense administrative expenses 
is presented in volume IV, page 257 of the estimates. 

The President established the International Cooperation Adminis- 
tration on July 1, last year as a semiautonomous Administration 
within the Department of State. 

_ This was the second major change in the MSP nondefense admin- 
istrative organization. As you know, under the President’s reorgani- 
zation plan of 1953, 4 separate agencies were consolidated into | 
organization. The reorganization resulted in major savings in 
administrative costs. From fiscal year 1953 to fiscal year 1955 the 
annual rate of administrative obligations were reduced by $16.8 
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million; a $4-percent savings in annual costs under the fiscal year 
1953 level. 

This year the obligations will increase about $2.5 million over that 
of last vear. This resulted from several factors: (1) Personnel costs 
increased as a result of Federal employee pay raise and educational 
allowances authorized by new legislation; (2) it became evident that 
the fiscal vear 1955 staffing levels were too low. Backlogs of work 
and serious administrative deficiencies threatened the effective 
planning, management and control of the total program, and 
inflationary trends overseas have resulted in greater operating cost 


per emplovee for housing, contractual services, supplies and other 


operating costs. 

The fiscal year 1957 MSP administrative expense estimates of 

$35,250,000 propose a 1-percent increase of about $400,000. This 

increase is modest compared with the job to be done. The difficult 
problems of program administration and control which are to be 
expected with operations as complex, varied and widespread as those 
of ICA are further complicated by their variability and unpredicta- 
bility. In addition to carrying out continuing programs, all of which 
involve elements of urgency, it is necessary to respond quickly to 
changing world conditions. New action programs must be developed 
in response to crisis situations and put into effect virtually overnight. 
Radical adjustment to continuing activities must be effected in the 
face of changing circumstances. Above all else, essential program, 
administrative and financial controls must be maintained to insure 
that the vast sums applied to these programs are wisely expended to 
promote the achievement of United States objectives at minimum 
costs. 

While all program operations have an effect on administrative 
staffing needs and costs, project-type activities have the greatest 
effect on administrative workloads. Under these programs there is a 
large requirement for administrative programing and arrangements 
and financial and administrative backstopping, both because they 
include large numbers of individual projects and because these projects 
include large technician and training components. An analysis of the 
program indicates that for each successive year of operation and again 
in fiscal year 1956 these workloads are on the increase. A good general 
indicator of the workload content of these programs is the number of 
man-years of technicians which are increasing from about 3,500 in 
fiscal year 1955 to 5,800 in 1956 and 6,400 in fiscal year 1957. Foreign 
participants scented to start training are increasing from 3,175 in 
1955 to over 6,000 in 1956 and 1957. 

It has been possible to schedule our additional administrative ex- 
pense requirements in underdeveloped areas with only a small increase 
in our total costs by making continued large reductions in Europe an 
missions. From 1955 to 1957 annual costs for E uropean missions are 
reduced by almost $1.5 million, including a reduction of $0.7 million 
scheduled for fiscal year 1957. 

The fiscal year 1957 administrative expense estimates reflect our best 
judgment in maintaining an appropriate balance between the desire 
to make maximum reductions to administrative costs and the nec ressity 
to insure the achievement of the major objectives of the mutual secu- 
rity program. 

In the proposed new section 411 (c) for the Mutual Security Act 
of 1956, authorization is requested for $1.5 million for necessary ad- 
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ministrative expense of carrying out functions under the Agricultural 
Trade, Development, and Assistance Act of 1954. This new language 
will provide funds to cover administrative expenses incurred by the 
International Cooperation Administration in carrying out its functions 
with respect to foreign currencies derived from sales of surplus agricul- 
tural commodities under Public Law 480. At present no appropria- 
tions are expressly authorized for this purpose, and with the increasing 
scope and importance of Public Law 480 functions, it is now essential 
to provide a source of appropriated funds to cover these costs. 

The purpose of the Agricultural Trade, Development, and Assist- 
ance Act of 1954 (Public Law 480, 83d Cong.), as amended, is— 
to increase the consumption of United States agricultural commodities in foreign 
countries, to improve the foreign relations of the United States, and for other 
purposes, 

Title I of the act provides for the sale for foreign currencies of 
surplus agricultural commodities over a 3-year period ending June 30, 
1957. The act was amended by Public Law 387, 84th Congress, which 
increased the amount for which appropriations could be requested to 
reimburse CCC for losses incurred as the result of sales from $700 
million to $1,500 million. Congress further provided that this amount 
should— 
be considered as an objective, as well as a limitation, to be reached as rapidly as 
possible so long as the purposes of this act can be achieved within the safeguards 
established. 

Primary responsibility for sales under title I of Public Law 480 
was assigned to the Department of Agriculture. While ICA has 
participated in the development of sales programs with the Depart- 
ment of Agriculture, the major impact of the Public Law 480 program 
on ICA administrative requirements relates to ICA responsibilities 
for the programing, administration, and control of foreign currencies 
derived as sales proceeds in the act. 

Under Executive Order 10560, ICA is responsible for the adminis- 
tration of local currencies so derived in accordance with section 104 
d) for financing the purchase of goods and services for other friendly 
countries, 104 (e) for promoting balanced economic development and 
trade among nations, and 104 (g) for loans to promote multilateral 
trade and economic development. Sales agreements signed as of 
March 31, 1956, indicate that about $472 million of local currency 
proceeds will be available for ICA administration. Additional 
programs now under consideration or negotiation may increase this 
amount to nearly $800 million by the end of this fiscal year. ICA 
administrative requirements relate principally to: 

1. Review and approval of Public Law 480 local currency project 
proposals from USOM’s to determine relationship to MSP programs, 
economic feasibility and conformance of proposed projects to United 
States interests in the country. This includes the necessity to deter- 
mine whether each project proposed by the country (1) makes a 
significant contribution to the economic development of the country; 
(2) is of a high priority; and (3) is technically sound. 

2. Controller activities in the fields of budget, audit, accounting, 
and financial management of the local currencies derived from the 
program. These United States owned currencies should be subject 
to the same basic controls that are applied to dollar funds. Even so, 
the staffing projected for the Controller Office assumes that while 
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basic controls will be applied, simplified procedures can be developed 
for this program and that, for instance, we will be able to rely heavily 
on participating government staffs and protect United States Govern- 
ment interests through postaudits rather than through approval _of 
individual transactions. 

The scope of this program requires a major new effort on the part 
of ICA in fiscal year 1957. 

Chairman RicHarps. When we are writing the bill, we might want 
to call you up here and ask you some questions. 

Mr. Vorys. Can’t Mr. Murphy summarize in a sentence that a 
substantial reduction has been made—— 

Chairman Ricwarps. He can, if you will stay here. 

Mr. LeComprr. We have a quorum call. Are you going to proceed 
now with Mr. Hollister and Mr. Murphy? 

Chairman Ricuarps. Yes. We are going to proceed for a half 
hour. 

Mr. LeCompte. Mr. Chairman, then do you plan to have a meeting 
at 2 o’clock with a number of Congressmen? 

Chairman Ricnarps. Yes. Mr. Murphy and Mr. Hollister, when 
we are writing the bill, will both be available if we want to ask specific 
questions. I think we can finish this this morning. We are going to 
finish the hearing tomorrow. 

Mr. Vorys. Is it true that you have made from fiscal year 1953 to 
fiscal year 1955 a 34-percent savings in annual cost over the fiscal year 
1953 level? 

Mr. Murpuy. That is correct. 

Chairman Ricuarps. Was that largely the result of a reduction of 
personnel? 

Mr. Murpny. Yes. 

Chairman RicHarps. What percentage in personnel; have you that 
figure? 

Mr. Murpuy. I don’t have that figure. I know it was substantial 
in personnel cost. I can get a figure on that. 

Chairman Ricuarps. We would like to have that. 

(The information is as follows:) 

From fiscal year 1953 to fiseal year 1955, the American and local positions wer 
reduced by 33 percent. 

Mr. Vorys. Man-years of technicians are increasing. The work- 
load indicates that the man-years are increasing and foreign partici- 
pants are increasing. 

Chairman Ricwarps. Could you give us a statement as to the 
foreign participants’ increase, the workload increase, your reduction 
and where it comes from? 

Mr. Murpnry. I can. 

Chairman Ricuarps. In percentage figures? 

Mr. Murpuy. Yes. 

(The information is as follows:) 

The number of program technicians and foreign participants are one measur 
of administrative workloads. From fiscal year 1955 to 1957, numbers of tech- 
nicians are expected to increase by 45 percent and the number of foreign partic!- 
pants are expected to increase by 47 percent. During this same period the total 
number of administrative American and local positions are expected to increase 
by only 6 percent. The increases required in the underdeveloped countries 
were partially offset by a 66 percent decrease in positions in Kuropean missions. 
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Chairman Ricnarps. Of course, Mr. Hollister, you will be available. 
\{r. Houuister. Yes. 
Chairman Ricuarps. I think we will be so disorganized in answer- 
‘ne the roll calls that we will have to stop. 
~‘\{r. Honutster. There is something 1 would like to say, because 
\fr. Fulton asked a question that was an interesting one to me. 
This question of our obligations and the requirement to get 80 per- 
cent, that we can’t obligate more than 20 percent in the last 2 months, 
he called attention to the fact that that means a peakload in April. 
It is a difficult thing. I drove our people pretty hard, I think, in 
trving to get everything committed in order net to have some of our 
appropriations lapse for failure to comply with that part of the law. 
| think it does tend to sloppy work, when vou have to speed any- 
thing up that fast. We have only a limited staff, of course. At the 
same time of the year that we are engaged in that, we are engaged in 
this presentation. We have to force everybody to iry to get this 
money committed so we will come within that limitation. I think 
it is wrong. 

\ir. Futron. Is section 106 of no help? 

\ir. Houuister. | think one way to clear it up is to start earlier. 
{ am doing that next year. I only came in on the Ist of July, and |] 
didn’t realize what the cycle was. I don’t see why a certain part of 
our planning can’t be started in July and August, to oblizate imme- 
diately, have everything ready when we have a bill signed and we 
are able to make obligations against it. It has been in the past that 
nobody moves in the field until the bill is signed, although they talk 
about it here in the office and out in the missions, and it is about 
November or December before a cent is oblizaied. 

think it is equally wrong to have us pressed 2 months before the 
end of the year to get things obligated within the legal requirement 
that says we can’t commit more than 20 percent in the last part of 
he year. The big bulge came in June, and now the bulge comes 2 
months earlier and people are less prepared to get it done at that time. 
That is why we are asking for a 15-month allowance and for 25 per- 
cent of our funds. 1 believe we can do a better job when it comes to 
the complicated projects we have. 

Mr. Vorys. Could I point out one place where you have stepped it 
up? The hearings before this committee, I think, started about 2 
months ahead of the time they started last year. When Mr. Hollister 
talks about moving things up, that is quite a jump. 

Mr. Hotuister. We have tried to speed up the whole process. 

This is one of the flexible things we are asking for. We are asking 
throughout the bill for a certain amount of flexibility so we can plan 
our basic program as far as possible, but be able also to change our 
ground and shift suddenly in the event that world conditions require it. 

Mr. Vorys. There are two kinds of flexibility that you are asking, 
one about amounts and the other about time. There are very differ- 
ent considerations involved in those two. 

_ On the one of time, I would like to ask you whether you think there 
is any ultimate saving to the American taxpayer in the various pro- 
visions which require you to obligate within a required period or lose 
money, as the law is now? 

_ Mr. Houuisrer. I think it merely tends to somewhat sloppy work 
in the speed that vou are forced to do things. 
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Mr. Vorys. It might be well that the greater flexibility in time, 
where you don’t run into peaks and valleys around the year in your 
operations, would result in greater economies in the program. 

Mr. Houuister. I think it would, and efficiency. 

Chairman Ricuarps. In that connection, the congressional view- 
point, as it has been expressed to me, is that there is an inclination to 
speed up, and tojamup. ‘The people on the Appropriations Commit- 
tee say in either case that will probably happen, but under the present 
limitation they have some time before the June 30 deadline to know 
what is obligated. 

Mr. Houuister. That is right. 

Chairman Ricnarps. There is no way for them to know on the 
last day. 

Mr. Houuister. They could argue under the request we are making, 
if 25 can be held over after the close of the fiscal year, and if the 
Appropriations Committee are acting along about that same time, 
they won’t know ultimately until the end of the year how much will 
be obligated. I don’t quite see that viewpoint, assuming that the 
program is properly conducted. I think they have to have confidence 
that the program will be properly conducted. 

Chairman Ricuarps. What would you think, insofar as this bill is 
concerned, if the Congress adopted the Senate suggestion? I see by 
the paper that some ‘of the Senators made the su; gestion that this 
bill be divided into three compartments, one military aid, economic 
aid, and the other point 4, scientific. 

Mr. Houuister. Senator Mansfield made that suggestion. We 
discussed it when I appeared before the Foreign Relations Committee 
on Monday. I think it has a good deal to commend it, Mr. Chair- 
man. I would hesitate to recommend if for this year. Again, | 
think the processes are such, and we are that far along on the cycle 
of work, that it would mean revamping a whole lot of areas, categories, 
in which work is dropped. 

It makes me think of what I thought last fall and realized there 
wasn’t time to do it, that perhaps this whole legislation might have 
a new study and be rewritten to eliminate a good many of the compli- 
cations that are now in it, make it simpler to understand. 

Chairman Ricuarps. I want to ask about this. I want to refei 
this to Mr. Cutter. You have certain amendments to the basic act. 
Would that require any extensive reexamination of amendments? 


STATEMENT OF R. AMMI CUTTER, CONSULTANT TO THE DIRECTOR 
INTERNATIONAL COOPERATION ADMINISTRATION 


Mr. Currer. I think it would involve—— 

Chairman Ricnarps. Legal study and probably further recom- 
mendations to the committee? 

Mr. Curtrer. I think it would involve a very careful restudy. 
The act is so closely interwoven. 

Mr. Vorys. The facts of life are that we have military hardware 
and training, and then we have a whole lot of different military 


authorizations and expenditures that you can label economic aid or 


you can label anything you please, but there are a lot of differences 
between them, and through the years we have built up different 
types of limitations and controls. 
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Chairman Ricwarps. And different types of programs with indi- 
vidual countries. 

\(r. Vorys. Here is defense support. We know what that means. 
That is economic aid. But it is certainly different from direct forces 
support, which is also economic aid. Then there is development 
assistance, Which is an entirely different thing and has an entirely 
different connotation. 

Mr. Houuisrer. You can build a road in one country and build a 
road in another country and they call it by different terms. 

Mr. Vorys. Development assistance in Latin America has a 
different kind of meaning than it has in the Middle East and Asia. 
| think development assistance is the one in our whole concept 
which is the fuzziest and needs a little reappraisal. 

Chairman Ricuarps. The structure of the bill may require addi- 
tional study. If that point comes up in the committee, we will want 
to hear the lawyers on that. 

Mr. Currer. We will have them. We have two of them here now. 

Chairman Ricuarps. We will call you in later on that, gentlemen. 

Mr. Houuister. There were a few points I wanted to cover. Per- 
haps I can file a memorandum. I did want to talk about the surplus 
agricultural products. 

Chairman RicHarps. We may want to hear from you while we are 
writing up the bill. 

Without objection, the committee will receive for the record of the 
hearings such additional statements as Mr. Hollister and Mr. Murphy 
may wish to submit. 

(The following statements were subsequently submitted for inclu- 
sion in the record at this point:) 


STATEMENT SUBMITTED BY HON. JOHN B. HOLLISTER, DIRECTOR, INTER- 
NATIONAL COOPERATION ADMINISTRATION 


I. AGRICULTURAL SALES 


Interest was expressed during the hearings in the aggregate volume 
of agricultural sales financed by Government aid programs since 
World War II. The Department of Agriculture has furnished some 
figures for the record. I present to you some charts dealing with this 
subject and give you some further figures. 

Since World War II, there have been about $33 billion of exports 
of agricultural commodities from the United States. Government- 
financed programs have accounted for $12 billion of these, or 37 percent. 

A tabulation of the detail of these exports has been furnished you 
by Mr. Garnett for the record. 

From the beginning of the Marshall plan aid in April 1948 through 
December 31, 1955, total United States agricultural exports amounted 
to about 24 to 25 billion dollars. During this same period, ICA or its 
predecessor agencies have financed over $6 billion of agricultural ex- 
ports; including $2.2 billion of cotton, nearly $2 billion of bread grains, 
nearly $600 million of coarse grains and over $500 million of tobacco 
as well as substantial amounts of other products. Thus about one- 
quarter of all the agricultural exports from the United States were 
financed from the mutual security program or its predecessors. This 
fact is not generally understood. 
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Your interest, of course, is principally in those sales of agricultural! 
exports which are directly financed from the mutual security program 
under section 402 of the Mutual Security Act and similar section 550 
of prior act. For fiscal years 1954 to 1957 this is shown in broad 
outline on chart A attached. 

(The chart is as follows: ) 


CHART A 


ICA SALES OF SURPLUS AGRICULTURAL COMMODITIES 


(Millions of Dollars) 


467 








+— TO EUROPEAN COUNTRIES 





299 


TO OTHER COUNTRIES 4 


1954 1955 1956 1957 


( Est) 


U.S. Fiscal Years 
@ Section 550 in 1954 ond Section 402 for 1955-57 


The solid part of each bar (top) indicates the shipments to Europe. 
The shaded area (bottom) indicates the shipments to other areas. As 
the program shifts its emphasis to other areas than Europe, it becomes 
more difficult to use agricultural commodities. This is because in 
many of the areas in Asia and the Middle East, to which the bulk of 
mutual security assistance is now moving, there is far less opportunity 
to dispose of agricultural imports than in Europe. In the current 
vear we have made exceptional efforts and we will certainly move a 
little better than $300 million in agricultural exports. The charts, 
prepared a few days ago, do not fully reflect this accomplishment. In 
the light of the difficulties encountered this vear, I think $250 million 
is about all we can hope to accomplish in fiscal year 1957, although 
we shall try, as we have in the past, to exceed our quota. I call your 
attention to the fact that the column for fiscal year 1954 does not 
include certain grants furnished in the form of agricultural com- 


modities, 
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Chart B shows a breakdown of the total disposal of agricultural 
commodities (including certain grants in fiscal year 1954 not reflected 
‘ chart A) during the period from July 1, 1963, to March 31, 1956. 

(The chart referred to is as follows:) 


CHART B 


CA DISPOSAL OF SURPLUS AGRICULTURAL COMMODITIES” 
Total FY 1954, 1955,1956 (theu March 3!) 


cS 


Total --#1383 million 


Chart"C shows our estimated total program, for the current fiscal 
vear, 1956, of sales under section 402 of the Mutual Security Act, 
through March. 

(The chart referred to appears on p. 922.) 

We expect to do somewhat better than the $299 million programed 
at the end of March. By then $259 million had been actually obli- 
gated. The bar charts at the right show the breakdown by com- 
modities. 

Our section 402 program, as Mr. White testified to you over 2 
weeks ago, is closely related to the program under Public Law 480. 

(a) Public Law 480, title IT (under which agricultural commodities 
are donated for emergency purposes) is administered by ICA. 

(6) The balance of the program is primarily administered by the 
Department of Agriculture, although certain programs involving the 
relending of the local currency paid for commodities sold under title 
| are administered by ICA. 

_Chart D shows the total breakdown for fiscal year 1956 by obliga- 
tions as of March 31, 1956. 

(The chart referred to appears on p. 923.) 
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ICA programs accounted for 23 percent of the total of over $1.5 
billion. This chart also indicates the extent to which Public Law 
480 provides an outlet for United States surplus agricultural com- 
modities, which makes somewhat more difficult disposal of similar 
commodities under section 402 of the Mutual Security Act. 

I send you these as a matter of graphic illustration of what Mr, 
White said to you in his testimony. 


STATEMEN1 SUBMITTED BY HON. JOHN B. HOLLISTER, DIRECTOR, ICA 
Iv. THIRD COUNTRY TRAINING AND TECHNICIANS 


I wish to mention one matter relating to our technical cooperation 
programs. In its bilateral technical cooperation programs, ICA has 
generally concerned itself with efforts to stimulate the transfer of 
know-how from the United States to various less developed countries, 
to help them develop their resources and improve living conditions. 
However, ICA has found that in some cases this objective can be 
better accomplished by utilizing training facilities and technical per- 
sonnel of third countries, rather than depending exclusively on the 
United States as a source of know-how. 

Thus, for example, it has been found in some cases to be more 
economical and more effective to bring trainees from Middle Eastern 
countries to the American University at Beirut for training in engi- 
neering, agriculture, education, public administration, and public 
health work than to bring the same trainees to the United States. 
Similarly, in the Far East it has been found that training in the 
Philippines and Japan frequently offers advantages over training in 
the United States in terms of such factors as language, expense, and 
ready adaptability of advanced techniques. Also, in Latin America, 
use of advanced training facilities in a neighboring country, or of 
regional training courses conducted by United States and local tech- 
nicians, has been found to be a highly valuable and economical 
technique. It is frequently possible to train several foreign technicians 
in this way for the cost of training one in the United States. 

ICA has occasionally utilized third country technicians in its tech- 
nical cooperation projects. In some highly specialized fields, the 
United States has no suitable technicians, and in others the supply of 
United States technicians is inadequate to meet the demand. ICA 
tries in such cases to have foreign technicians supplied (a) through the 
U. N. multilateral program, or (6) directly by the cooperating country, 
or (c) by the technicians’ home country as its contribution to the over- 
all mutual program. However, where these approaches are not prac- 
ticable, for one reason or another, ICA is prepared to furnish such 
technicians usually under contract. This practice provides a valuable 
way in which the United States can help to bring the countries of each 
area of the free world into closer contact with one another. 

Chairman Ricuarps. The committee stands adjourned until 2 
o’clock. 

(Whereupon, at 12:45 p. m., the hearing adjourned.) 
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AFTERNOON SESSION 


The committee reconvened in room G-3, United States Capitol, at 
2:10 p. m., Hon. James P. Richards (chairman) presiding. 

Chairman Ricnarps. The committee will come to order, please. 
We will continue with amendments to the Mutual Security Act. 

We have two Members of Congress with us who will testify and 1 or 
2 others may be here before the hearing is concluded. 

Is Mr. Ashley here of Ohio? 

Mrs. Botton. No, Mr. Chairman. 

Chairman Ricwarps. He is not here yet? 

Mrs. Bouton. No. 

Chairman Ricuarps. Mr. Feighan, will you come forward. 

We are glad to have with us our honorable colleague, Mr. Feighan 
of Ohio. 

Will you proceed, Mr. Feighan, please. 


STATEMENT OF HON. MICHAEL A. FEIGHAN, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF OHIO 


Mr. Ferauan. Thank you, Mr. Chairman, and members of the 
committee. I appreciate this opportunity to appear before you in 
connection with the pending legislation on the mutual security pro- 
gram, in order to focus attention on the serious breach in free world 
security made possible by the misuse of public funds authorized under 
Public Law 778, 83d Congress. 

It seems ironic, but 1 assure you, nevertheless true, that through 
the very program established to stem the evil tide of Russian com- 
munism, publhe funds are diverted to an activity which provides an 
open door for the tyrants in the Moscow Kremlin to freely distribute 
their agents throughout the Western Hemisphere and into many 
other areas of the free world. 

I refer to the misuse of public funds by the United States escapee 
program in providing ocean transportation costs and other benefits 
to so-called White Russians living in Communist-occupied China who 
are moving into some 30 countries of the free world and into practi- 
cally every nation of the Western Hemisphere. These so-called White 
Russians are moved from Communist-occupied China through Hong 
Kong and into the free world without any security investigation 
being made on them whatsoever. 

The International Cooperation Administration Escapee Program 
Section in a communication to the House Committee on the Judiciary 
openly admits that no security investigation in the field is made on 
these so-called White Russians because such an investigation is 
impossible, 

Despite the fact that no security investigation is possible on these 
White Russians, United States public funds are used to make possible 
their movement to and entry into the countries of the free world. 

_ During October and November of 1955 in the course of an inspec- 
tion trip to Asia, on behalf of the House Committee on the Judiciary, 
uncovered some astounding facts in connection with the misuse of 
United States public funds on these so-called White Russians. 
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To begin with, the United States security officers in the Far East 
confidentially advised me that they would have no part in the highly 
questionable program for White Russians residing in Communist- 
occupied China because they considered such a program as alien to 
the security and well-being of the American people. 

I use the word “confidentially” because these security officers did 
not want to be quoted because of the possible consequences resulting 
from action that might be taken by higher authority. , 

These same security officers advised me that the United States 
Government did not in any one single case give a security clearance 
to these so-called White Russians and the only service provided in 
connection with the movement of the people from Red China was to 
check their names against a card index file that was both incomplete 
and obsolete, being based largely on information dating back to 1948. 

No thinking person soul consider this name check against file 
cards that were both incomplete and outdated as equivalent to a 
security clearance based on reasonable standards as required by section 
405 (a) of Public Law 778, 83d Congress. 

The United States security officers with whom I discussed this 
matter in the Far East took the position that no security clearance in 
accordance with reasonable standards had been afforded any of the 
so-called White Russians living in Red China. 

Since my return from the inspection trip in Asia I have made 
further inquiries on the extent to which our security agencies have 
been involved in this matter and am convinced none of them have 
ever given a security clearance to so-called White Russians residing in 
Red China, 

Accordingly the responsibility for any security clearance of these 
so-called White Russians rests solely with the escapee program of the 
International Cooperation Administration, up to April 1, 1956, when 
the program, as you know, was transferred to the Department of 
State. 

Now, the self-evident danger which arises from the fact that no 
security investigation is made on these so-called White Russians 
residing in Red China, and no United States security agency has 
ever given a security clearance to any such person, is compounded by 
these startling facts: : 

The majority of these so-called White Russians are in possession 
of a valid passport issued by the Government of the Soviet Union. 
I repeat, the majority of these so-called White Russians are in pos- 
session of valid passports issued by the Government of the Soviet 
Union. 

It is an established fact that the only persons permitted to travel 
on a valid passport of the U.S. S. R. are diplomats, other representa- 
tives of the Russian Communist regime, such as Tass reporters and 
Amtorg barkers and other devious agents of the Kremlin conspirators. 

I invite your attention to the many maimed victims of Russian 
tyranny and occupation who have escaped through the Iron Curtai 
of Europe. I ask you whether any of them possessed a valid passport 
issued by the Government of the U.S. S. R. 

The answer is both obvious and sinister. If they had possessed 4 
valid U. S. S. R. passport they would not have been compelled to 
risk their lives in crossing over the mine fields and barbed-wire fences, 
or facing the ferocious dogs which comprise the main elements of the 
Russian [ron Curtain. 
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The thousands of martyrs in the cause of liberty who died in an 
effort to break through the [ron Curtain would have been spared if 
thev had possessed a valid passport issued by the Government of the 
U.S.S.R. 

So, too, would those other stalwart friends of freedom have been 
spared the loss of limbs, eyesight, and other grave injuries suffered in 
the flight across the Iron Curtain, if they had possessed valid passports 
issued by the Government of the U.S. S. R. 

But the inescapable fact remains that none of these martyrs and 
friends of freedom could have come by a valid passport issued by the 
Government of the U. S. S. R. because they were and remain the 
stalwart enemies of the Russian Communists and the proven allies of 
human freedom. 

It is both pertinent and practical to ask, How come these so-called 
White Russians residing in Communist-occupied China have been able 
to acquire and keep valid passports issued by the Government of the 
U.S.S. R? The answer is obvious. The Kremlin never allows an 
enemy to make use of a valid U.S. 5S. R. passport. It is flirting with 
national disaster and inviting an international catastrophe to assume 
otherwise. 

Secondly, all the so-called White Russians who leave Red China 
for some 30 countries of the free world are in possession of an exit 
visa issued by the Communist regime of Red China. No one is 
allowed freely to leave Red China without such an exit visa. The 
granting of such an exit visa to those who are not accepted friends of 
the Red regime requires an order by a so-called people’s court, an | in 
practically every case the payment of a large ransom fee. 

That is the sad experience we have had in our many efforts to 
cause the release of both American civilian and military personnel 
from Communist-occupied China. 

You and I will never forget how so many American military person- 
nel allowed to leave Red China were both brain-washed and tortured 
before their release. Nor can we forget the blackmail operations 
carried on against American businessmen held captive in Red China 
before their exit visa was arranged. 

Now, all America today is aroused by the fact that the Communist 
Chinese regime continues to hold in slavery American military and 
civilian personnel and will not issue to them the exit permits to human 
freedom. 

How, then, can we reconcile the fact that these so-called White 
Russians are able to obtain exit visas without the payment of either 
torture or ransom. The answer is obvious. The friends of com- 
munism are able to come and go from the Russian-occupied lands 
while the friends of freedom and particularly all Americans trapped 
in Red China are the marked victims of torture, blackmail, and 
degradation. 

Yet, in seeming defiance of these facts, United States public funds 
are today being used to pay the ocean transportation costs of these 
people to countries in the Western Hemisphere. 

United States funds are being used directly for this purpose under 
section 405 (a) in the sum of $500,000. Congress authorized this 
sum of money to the escapee program for use to assist in the movement 
of migrants in the Far East, but without having put before Congress 
the facts concerning the so-called White Russians. 
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It is important to note in this connection that Congress has , 

controlling provision in the law which applies to both the $500,009 
authorized for the escapee program, as well as the very large sum of 
$10 million for the Intergovernmental Committee for Europeay 
Migration. That proviso reads as follows, and I quote: 
Provided, That no funds appropriated in this Act shall be used to assist directly 
in the migration to any nation in the Western Hemisphere of any person pot 
having a security clearance based on reasonable standards to insure against 
Communist infiltration in the Western Hemisphere. 

I submit that the use of public funds for the movement of these 
so-called White Russians from Red China to countries of the free 
world is in violation of both the letter and the spirit of that provision, 

Mr. Scott McLeod of the Department of State has submitted to 
the Committee on the Judiciary of the House a statement which, to 
put it mildly, is self-serving and markedly devoid of facts which can 
be substantiated. For example, Mr. McLeod takes the position that 
if Congress were to establish hard and fixed conditions with respect 
to security standards that are to govern the use of United States 

ublic funds, we would be interfering with the immigration policy 
aws and programs of other nations. 

I take the position that Congress has the duty to make certain that 
none of the taxpayers’ money is used to open the door for the free flow 
of Communist agents from Red China into some 30 countries of the 
free world. 

On the other hand, if other nations of the free world want to bring 
into their household persons coming from highly suspicious background 
and concerning whom no security investigation is possible, such na- 
tion should be made to pay for their own acts of folly. 

I would therefore urge this committee to amend the present law in 
order to prohibit the use either directly or indirectly of any United 
States public funds for the movement of these so-called White Rus- 
sians from Red China to any countries of the free world. 

Mr. Scott McLeod also repeats the Communist myth that White 
Russians are all enemies of Soviet Russia and are such a homogeneous 
group that it would be impossible for any of them to be working in 
the cause of international communism. 

In his report to the Committee on the Judiciary, Mr. McLeod takes 
the awkward position of claiming that even in Red-occupied China 
these so-called White Russians have maintained a stubborn fight 
against communism and have been able to live as such a tightly or- 
ganized group that the Red Chinese could bring no influence on them 
whatsoever. 

Mr. McLeod appears to lack any understanding of what Commv- 
nist occupation means to the inhabitants of any such nation or area and 
he has been deluded into believing that the White Russians have been 
able to maintain what amounts to displaced persons camps in the 
heartland of Red China. 

I make this observation, because he has attempted to apply the 
same basis of reasoning which supported the just cause of the dis 
placed persons of Europe and which in no case can be applied 
these so-called White Russians residing in Red China. 

Evidence can be submitted by a reliable eyewitness which wil 
establish the fact that holders of valid passports issued by the Gov- 
ernment of the U. S. S. R., were among the first to swear allegiance 
to Soviet Russia at the end of World War II and that these same 
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people have continued to maintain organizations calculated to sup- 
port the Communist cause, and upon the death of Dictator Stalin 
these same people demonstrated their sorrow as well as their allegiance 
to Mother Russia over a period of weeks. 

I am hopeful that this witness, who also possesses an American 
citation, will be able to come to the United States to testify in person 
concerning the unreliability of the vast majority of these people who 
are posing as White Russians. 

Mr. McLeod also takes the position that we should not get alarmed 
about this program for White Russians because to date not one single 
subversive or agent has been uncovered among the thousands who 
have been infiltrated into the countries of the free world. 

This is a bold statement made by Mr. McLeod but it is unsupported 
by evidence. The facts are that one nation of the Western Hemisphere 
not only uncovered but expelled a top Communist espionage agent 
who arrived in that country as a so-called White Russian. It was 
learned that this person had been the Russian security agent in the 
Polish Communist Embassy in Peking before his departure for Latin 
America in the newly acquired character of a so-called White Russian. 

Another fact that Mr. McLeod would like to overlook is that one 
Latin American country has stopped accepting these so-called White 
Russians from Red China, even before my investigation of the matter 
in the Far East. The real reason that country stopped its program 
was its well-founded feeling that to continue it would be flirting with 
national disaster. 

Mr. Chairman, I should like to quickly summarize the issue as I see 
it from the point of view of the security of the United States. 

1. The issue is whether the United States public funds should be 
used in whole or in part, directly or indirectly, to pay the ocean trans- 
portation of so-called White Russians residing in Communist China, 
to countries of the free world, when no security investigation is possible 
and no security clearance is given by any of the security agencies of 
the United States Government. Moreover, no investigation in ac- 
cordance with even minimum security standards is possible with 
respect to those people who live in Red China. 

2. The issue is not whether Congress should interfere with immi- 
gration policy or programs of another nation. Any nation is free to 
adopt whatever policy or program it deems to be in its own self- 
interest. However, no United States funds should ever be granted to 
any nation to support a program which clearly means disaster for 
that nation and subsequent trouble and possible aggression against 
the people of the United States. 

Therefore, it seems to me that since Congress has the power to 
appropriate public funds, Congress has the responsibility to see that 
these public funds are not used against the welfare and security of 
the American people. I feel certain that either the House Foreign 
Affairs Committee or the House Appropriations Committee should be 
able to take steps to prevent the further misuse of public funds and 
oe of Public Law 778, 83d Congress, 2d session, section 
405 (a). 

Now, I am anxious that what I have had to say here today con- 
cerning the misuse of public funds in connection with the so-called 
White Russians, shall not redound to the disfavor of those programs 
which are today giving needed and justified assistance to millions of 
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real victims of Russian Communist aggression. I speak particularly 
of those wonderful programs I saw throughout Asia during the course 
of my inspection trip; such as the self-help projects, low-cost housing 
projects, child-feeding projects, and the relocation projects, all carried 
out by either the International Cooperation Administration, or by 
American volunteer agencies under the general supervision of the 
International Cooperation Administration. The programs I saw in 
Hong Kong, Vietnam, Korea, Formosa, and Macao, are a real credit 
to our Government in every respect, a real demonstration of our con- 
cern for the oppressed and dispossessed of this war-torn world. 

For example, I observed the wonderful work being carried on by 
Aid Refugee Chinese Intellectuals, Inc., of which our distinguished 
colleague, Congressman Judd is the chairman. That American 
volunteer organization has done a most remarkable job among the 
Chinese victims of Communist aggression. 

The model village for such refugees established on Formosa has 
been appropriately called Juddville. 

I was equally impressed by the great work being done by the 
Catholic Relief Services, of the National Catholic Welfare Conference 
of the United States, by the Church World Services of the National 
Council of Churches of Christ in America, by the Lutheran World 
Federation, and the Free China Relief Association. 

In my considered judgment, the program of assistance for the true 
victims of Communist aggression in the Far East should be maintained 
and expanded. Programs such as those will increase our chances for 
a just and lasting peace, and certainly will contribute to the security 
of all freedom-loving people. 

I would like at this point to submit to the committee a copy of the 
report of inspection of the administration of the Refugee Relief Act 
of 1953, as amended, and related problems in southeast Asia and north 
Asia, which I submitted to the House Committee on the Judiciary. 
This report gives the details on my findings in the Far East, including 
the misuse of public funds to assist so-called White Russians residing 
in Red China. 

I hope the committee will see fit to print this report in the body of 
its record of hearings in order that everyone concerned with the 
maintenance of a mutual-security program calculated to protect the 
interests of the American people, will have an opportunity to read 
the unbelievable story of how the United States taxpayers’ funds 
have been diverted to a program that has maintained the support of 
the evil planners in the Kremlin. 

Chairman Ricnarps. Thank you, Mr. Feighan. I believe your 
remarks were directed mainly to the situation in Red China and the 
White Russians coming therefrom? 

Mr. FrercHan. Yes. The misuse of United States public funds to 
pay the ocean transportation costs for so-called White Russians from 
Red China to the countries of the free world. 

Chairman RicHarps. Have you seen similar abuse in other sections 
of the world where there are escapees? 

Mr. FercHan. No;I have not. None at all. ; 

Chairman Ricuarps. I understand that in Europe, where most 0! 
them come from East Germany or from that direction, they are 
screened pretty well by the Government. 

Mr. Feicuan. I think that is most probably true. My thought 
here is directed solely at the operation which provides the ocean 
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transportation for the so-called White Russians living in Red China, 
through Hong Kong, to the countries of the free world. 

Chairman Ricwarps. Mrs. Kelly 

Mrs. Ketuy. Mr. Chairman, I would like to ask our colleague, Mr. 
Feighan, if he is referring mostly to the UNREF. 

Mr. Ferauan. Which? 

Mrs. Ketty. The United Nations Refugee Organization. 

Mr. FeraHan. No. 

Mrs. Ketiy. You are referring to the Intergovernmental Commit- 
tee for European Migration? 

Mr. Fe1aHan. The so-called ICEM. 

Mrs. Ketuy. As I remember it; the function of ICEM is to facili- 
tate and to increase the movement of migrants and refugees out of 
Europe who would not otherwise be moved. This matter is now under 
the jurisdiction of the Judiciary Committee. 

Mr. FeraHan. That is something of which I am not definitely 
certain. I know Mr. Scott McLeod is the Chief Security Officer and 
now in charge of operations under ICEM. 

Mrs. Ketuy. The participation of the United States in ICEM 
originated in this committee and was my amendment. Last year 
the Judiciary Committee considered the matter, but our committee 
provided a continuing authorization in the Mutual Security Act. 

[ question at this time which program you are referring to—the 
administration of the United Nations Refugee Fund, to which the 
United States contributes one-third of the budget, or the Inter- 
governmental Committee for European Migration to which the 
United States contributed $12.5 million for fiscal year 1956. 

Mr. FeraHan. What I have particular objection to is the misuse 
of $500,000 which was provided under Public Law 778, 83d Congress, 
for the transportation of so-called White Russians from Red China 
to some 30 countries of the free world. 

Mrs. Ketiy. Well, I know you are referring to that (a) section, 
which would not make it ICEM. Prior to last year, I know it was 
for the location of refugees and escapees out of Europe, and it did 
not partake of the reunification of families in Asia. 

I do not know whether it included that jurisdiction last year, that 
is what alarms me, but I believe the United Nations Refugee Organ- 
ization, to which we contribute one-third, does operate out of Asia. 
Now, I am not positive on that. 

Mr. Fereuan. There is also the United Nations High Commissioner 
of this refugee program. . 





Mrs. Ketity. ICEM does have a program in Hong Kong. You 
must be referring to the United Nations refugee program—— 

Mr. Frrguan. Yes, that is right. 

Mrs. Ketiy (continuing). To which we contribute one-third. But 


I do not think it is the Intergovernmental Committee on European 
Migration. 

Mr. Jupp. Will the gentlewoman yield? 

Mrs. Ketty. Yes. 

_Mr. Jupp. I think you are right, and the program Mr. Feighan is 
discussing is the one under the High Commissioner for Refugees. 

Mr. Ferguan. The United States High Commissioner for Refugees 
plays a part in the security breach I have pointed out. But my point 
here is that the United States escapee program is misusing $500,000 
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of the taxpayers money on so-called White Russians living in Red 
China. I maintain this is a violation of both the letter and the 
spirit of the law. 

Mr. Jupp. Well, that is not ICEM. That is the one we have had 

trouble with under the High Commissioner. 
} ‘After Mr. Walter and Mr. Reed went over from the Congress to 
that conference in Europe on ICEM and as a result of their interest 
and their report, the Judiciary Committee was, by amicable arrange- 
ment, given jurisdiction over that refugee program. 

The U. N. Refugee Fund and the High Commissioner’s program 
under it are still handled in our legislation. I haven’t found criticism 
of ICEM. I have shared in the gentleman’s criticism of some of the 
things that were done under the High Commissioner. 

Pp Mr. Fetanan. My only criticism of ICEM is that they are using 
these funds illegally in the Far East. I am not referring to their 
operations in Europe. 

Mrs. Ketuy. I do not believe that they have operations in Asia. 
ICEM does not operate out of Asia. That is what I understand and 
that is what I would like straightened out. 

Mr. FeiGHan. I beg to differ because I am definitely certain that 
it’ does. 

Mrs. Keviy. You are? 

Mr. Frienan. Yes. 

Mr. Jupp. I thought it was the Intergovernmental Committee for 
European Migration. 

Mr. FercHan. Mr. Scott McLeod, the responsible officer in the 
Department of State, did not know ICEM was operating in the Far 
East until he learned about it through my report of inspection. 
He told me he was amazed to read this in my report and upon checking 
it, he found it to be true. 

Mr. Jupp. Your whole point then is that ICEM is using funds in 
Asia improperly? 

Mr. FercHan. Yes. But the United States escapee program is also 
using United States public funds improperly in Asia. For this reason, 
they do not comply with this proviso. It says: 

No funds appropriated in this act shall be used to assist directly in the migration 
of any person not having a security clearance based on reasonable’ standards to 
insure against Communist infiltration in the Western Hemisphere. 

If they had complied with that provision they would be operating 
legally but they failed to comply with that provision and therefore 
I think the use of this $500,000 fund by the United States escapee 
program should be stopped. 

Mrs. Ketuiy. Could I ask a further question? 

Mr. FeicHan. Yes. 

Mrs. Keutiy. Did you make a report on this ICEM program? 

Mr. FeIcHAN. Yes. 

Mrs. Keutiy. You are giving that to us for the record? — ; 

Mr. FercHan. Yes, and I am very hopeful that it will be printed 
in the hearings. ae 

Mr. Jupp. He gave it to me last fall, or at least earlier in the 
session and J read it carefully and agreed with it generally. But 
I did not know it was under ICEM. I was in agreement with his 
concern over the loose security methods or perhaps I should say lack 
of security investigations on these persons coming out from Com- 
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munist China into Shanghai and Hong Kong and being shipped 
around the world with the most nebulous papers, or papers of un- 
certain ancestry. 

The Communists would be fools not to use this body of people, if 
thev could, and they are not fools. Therefore you have to assume 
there are Red agents among them and there should be unusually 
strict precautions, which I did not find. 

Actually, I will add—and I think the gentleman from Ohio will agree 
with me—that one of the key men, an Englishman, working on this 
program under the United Nations in Hong Kong was a first-rate man. 

He was a better man than his organization. Let me put it that way. 

Mr. FeicHan. [agree with you. Iwas favorably impressed by him. 

Chairman Ricuarps. Is there any doubt that this organization is 
operating elsewhere—you make the categorical statement from your 
findings that they are operating elsewhere? 

Mr. Fereuan. Very definitely. From Hong Kong. There is no 
question about that. I even have reports from ICEM, from ICA, 
and from Mr. McLeod, which readily recognize that. 


Mrs. Kexty. Is that report to be included as a part of the record, 
Mr. Chairman? 

Chairman RicHarps. Yes. 

(The information requested follows:) 


Rerort OF INSPECTION OF THE ADMINISTRATION OF THE ReruGEeE Reuier Act 
or 1953, As AMENDED, AND RELATED PROBLEMS IN THE COUNTRIES OF SOUTH- 
pAsT ASIA AND NORTH AsIA, BY MICHAEL A, FEIGHAN, MEMBER OF ConaREss, 
20TH On10 District 

BASIC FINDINGS 


1. That the Refugee Relief Act of 1953, as amended, includes beneficial provi- 
sions which are capable of materially advancing United States foreign policy 
objectives in the Far East. 

2. That certain provisions of the Refugee Relief Act of 1953, as amended, 
hinder its successful administration in many key areas of the Far East, 

3. That the prospects of accomplishing the purposes of the act in the Far East 
within the terminal date prescribed by law are good and these prospects would 
be improved by two amendments to the act, 

4. That the tremendous population upsets in the Far East caused by acts of 
Communist aggression have caused widespread human suffering and displacement. 

5. That the concerned free governments of the Far East were quick to respond 
to the human needs of these victims of Communist aggression and their accom- 
plishments in this respect merit the highest commendation. 

6. That United States participation in and contribution to a wide range of 
projects to assist victims of Communist aggression has proven to be one of the 
soundest investments made by the American people. 

7. That the American voluntary agencies working in the Far East are carrying 
out a wide range of self-help projects for the victims of communism and are 
providing real leadership in resolving those human problems which accompany 
war and aggression. 

8. That a serious violation of the security of the free world has been permitted 
to fester in the Far East due in large measure to negligence on the part of some 
United States Government officials. 


CONCLUSIONS 


1. That no security investigation whatsoever is made on so-called White 
Russian refugees residing in Red China who are emigrating to some 30 countries 
and territories of the free world. 

_2: That governments of the free world admitting such individuals from Red 
( hina into their countries appear to be laboring under the false impression that 
such individuals are subjected to a security investigation and that United States 
Government security clearance is provided in such cases. 
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3. That gross negligence in protecting the security of the free world is apparey, 
in the failure to require any security investigation of such individuals residing 
in Red China who are emigrating to countries of the free world. : 

4. That United States Government officials concerned with this program cannot 
escape responsibility for this serious breach of free world security because United 
States public funds are used to make this security violation possible,through the 
United States escapee program and indirectly through the United States contriby. 
tion to the Intergovernmental Committee for European Migration. 

_5. That the American Voluntary agencies operating programs of assistance to 
victims of communism in the Far East are making a substantial contribution 
to the spiritual and material strength of the free world and to the cause of a just 
and lasting peace. 

6. That the projects of the American voluntary agencies for victims of com. 
munism in the Far East are deserving of continued and expanded support by the 
United States Government and the American public in general. ; 

7. That while the extension of the benefits of the Refugee Relief Act of 1953. 
as amended, to refugees in the Far East was unduly delayed there are now good 
prospects that in 1956 its application will substantially advance United States 
foreign policy objectives in that area. 

8. That Congress should provide a remedy for those provisions of the Refugee 
Relief Act of 1953, as amended, which have proven to be senseless obstacles to 
the successful administration of the act. 

9. That the United States International Cooperation Administration is desery- 
ing of commendation for sponsoring and advancing self-help projects for refugees 
in the Far East such as low-cost housing and for the child-feeding program in 
Hong Kong. 

10. That there is an abundance of opportunity in the Far East for the productive 
use of United States surplus agricultural commodities which would in no way 
‘disturb normal commercial markets, 


RECOMMENDATIONS 


I. That the United States Government take immediate steps to— 

(a) Warn all free governments that it takes no responsibility whatsoever for 
the security clearance of individuals residing in Red China and who are flowing 
through Hong Kong to many countries of the free world. 

(b) Prevent the further use of United States public funds for payment in whole 
or in part of transportation of such individuals from Hong Kong to countries of 
the free world. 

II. That the House Committee on the Judiciary launch a full-scale investiga- 
tion of the serious breach in free-world security created by the flow of individuals 
from Red China into the free world in order to fix responsibility upon those who 
have allowed this gross negligence to go unnoticed until this late date. 

III. That the balance of the fund of $500,000 earmarked by the United States 
escapee program for the transportation of individuals from Red China to coun- 
tries of the free world be made available to the American voluntary agencies con- 
ducting programs to assist the Chinese, Korean, and Vietnamese victims of Red 
tyranny. 

IV. That the International Cooperation Administration continue to advance its 
program of self-help projects among refugees from communism, particularly those 
for the construction of low-cost housing, placement of individuals with leadership 
qualities, local integration, and child feeding. 

V. That the United States Government explore the possibility of using surplus 
agricultural commodities for launching additional projects in the Far East similar 
to the child-feeding program in Hong Kong. 

VI.. That Congress give early and favorable consideration to amendments t0 
the Refugee Relief Act of 1953, as amended, that would— 

(a) Eliminate the requirement that governments agree to issue a certificate of 
readmission for persons issued visas under the act; ; 

(b) Waive the requirement of assurances in instances where an accredited 
American Voluntary Agency signifies its interest in a case or where the consular 
officer is reasonably satisfied that the applicant is not likely to become a public 
charge. 

INTRODUCTION 


By appointment of the chairman of the Judiciary Committee of the House 0! 
Representatives a study was made of the Far East, including all the nations of 
southeast Asia and north Asia, from the point of view of the administration 
the Immigration and Nationality Act of 1950, as amended, the Refugee Rell! 
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Act of 1958, as amended, and other problems having a possible future bearing 
upon United States immigration policy. This overall study of Far Eastern immi- 
gration and population problems was the first carried out by a member of the 
House Judiciary Committee since the termination of World War II. 

The inspection period involved covered a period from October 2 to November 
18, 1955. The countries visited for the purposes of this inquiry were as follows: 
The Philippines, the British Crown Colony of Hong Kong, Vietnam, Cambodia, 
Laos, Thailand, Burma, Indonesia, Singapore and the Malay Federation, Por- 
tuguese Colony of Macao, Republic of China (Formosa), Korea, and Japan. 
For purposes of brevity and ready reference this report is divided into three 
major sections. 


Section 1. Population displacements caused by intrigue of the Russian Communists 
and armed agression carried out by their proconsuls in Asia 

Experience in the past has clearly demonstrated that population displacements 
eaused by war or other catastrophes have a direct bearing upon our immigration 
policy and its implementation. : : 

Immediately in the wake of World War II the problem of population upsets 
in Europe, those caused by the Nazis and the Russian Communist tyrannies and 
the expulsion from their homelands of some 12 million Germans of ethnic origin 
brought about a situation in which Congress established emergency immigration 
programs to. help relieve the social and economic and political pressures caused by 
these upsets. 

The effects of World War II in Asia resulted in tremendous population upsets 
particularly on the mainland of China; however, more serious and potentially 
dangerous population upsets in the Far Kast have occurred since the end of general 
hostilities. Those displacements are the direct result of either Russian intrigue, 
including internal subversion, or armed aggression carried out under the leadership 
of Russian Communist proconsuls in key nations of Asia. 

a) The British Crown Colony of Hong Kong.—lIt is estimated that over 
800,000 Chinese refugees have received asylum in Hong Kong since the Com- 
munist takeover and occupation of their homeland in 1948. This tremendous 
influx of refugees fleeing their Communist-oceupied homeland created a great 
number of economic and social problems for the Colony of Hong Kong. 

Principal problems have been housing, employment, and schools along with 
those growing out of broken families. Considering the enormity of the refugee 
problem which confronted the Hong Kong Government, a most remarkable job 
has been done. A resettlement commission was established by the Government 
and with limited resources it has reduced human suffering and want to a minimum. 

Perhaps the outstanding accomplishment in Hong Kong is the construction of 
housing for the refugees. In this connection the American voluntary agencies 
with the assistance of the United States Government International Cooperation 
Administration and the full cooperation of the Hong Kong Government have given 
the leadership to self-help housing projects which will stand as a monument to 
American coneern for homeless victims of aggression. The Catholic Relief 
Services (NCWC), Lutheran World Federation, Church World Services, are 
especially to be commended both for their accomplishments to date as well as 
their determination to complete the job. 

The tremendous economic pressure caused by the heavy influx of refugees has 
created many problems which require continued United States interest and 
assistance. Perhaps outstanding among these problems is the fact that well 
over 25,000 refugee children in Hong Kong are entirely dependent upon a feeding 
program carried out under the auspices of the American voluntary agencies and 
the welfare department of the Hong Kong Government. 

These children come from either the families of the unemployed or families 
whose Income is so small as to provide insufficient food for the requirements of all 
the family members. This children-feeding program in Hong Kong provides an 
excellent example of what intelligent leadership in the utilization of our surplus 
agricultural commodities can do both in alleviating suffering and striking a blow 
for the cause of human freedom. This is particularly evident in parts of the world 
where the cause of human freedom is now being put to an acid test. 

A number of essential welfare services are provided the refugees by American 
and international voluntary agencies. These services include assistance in small 
business establishments, medicel and dental services, resettlement services, local 
integration of farmers and vocational training. 

_ These voluntary agencies have contractual arrangements with the International 
Cooperation Administration, through which public funds are made available to 
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them in order to carry out these services. The agencies offering one or several] of 
the above-noted services are: 

(1) Aid Refugee Chinese Intellectuals, Inc. 

(2) National Catholic Welfare Conference of Americ: , 

(3) Church World Services (American Protestant Organizations), 

(4) Lutheran World Federetion, 

(5) Catholic Foreign Mission Society of America, Maryknoll Fathers, 

(6) World Council of Churches, 

(7) The Free China Relief Association. 

(b) The Republic of Vietnam.—Communist armed aggression directed from 
Moscow, assisted by Red China and led by a longtime Russian Comintern agent, 
Ho Chi Min, has placed roughly one-half of Vietnam under Communist occupa- 
tion. 

A conference at Geneva, Switzerland, brought an end to active hostilities in 
Veitnam but also had the effect of splitting the country in half with one part free 
and the other part under Communist occupation. 

As a consequence of Communist occupation of part of this country, well over 
700,000 refugees, have moved south into the territory of free Vietnam. It is 
estimated that many hundred thousands more would leave the Communist 
occupied territory if they were free to do so. 

The arrival of over 700,000 refugees in free Vietnam created a wide range of 
economic, social, and health problems. It was necessary for the Government to 
start from scratch in meeting these many problems. With assistance from both 
the United States Government and the enterprise of voluntary agencies, the 
Government has accomplished an almost insurmountable task in providing 
housing, schools, churches, public-health facilities and some type of employment 
for all those who chose freedom as their way of life. 

There are “refugee villages’? spread throughout free Vietnam in areas which 
were once nothing but open farmlands. These villages have their schools, medical 
clinics, small businesses, and churches. Nearby farmland is tilled by the people. 
Many of the refugees have found employment outside the villages and in the 
surrounding areas. 

It can now be said that the first task of providing emergency care for these 
refugees has been accomplished and to the credit of all those who participated in 
the work. The major task ahead is to assist these refugees in becoming an inte- 
grated part of the Republic of Vietnam, which includes their further dispersion 
both to the farms and the existing industrial and business life of the country. 

It was my privilege to attend the first national conference of refugee leaders 
which took place in Saigon, Republic of Vietnam under Government auspices 
during the time of the inspection visit. These refugee leaders gathered together 
to work out plans for the future to complete local integration of all victims of 
Communist aggression. It was a stimulating experience and one that will long 
be remembered, to speak with these people who gave up their homes and their 
material possessions rather than lose their freedom. 

The International Cooperation Administration is to be complimented for a 
job well done in assisting the Government of Vietnam in successfully meeting 
the challenge posed 1 year ago by the arrival of over 700,000 refugees. 

The National Catholic Welfare Conference is also deserving of commendation 
for the leadership role it has taken in assisting these refugees with their day- 
to-day problems and in helping them to plan programs for the future. This 
assistance has done much to sustain their faith in the cause of human freedom. 

(c) Cambodia.—Cambodia was spared the ravages of Communist military 
aggression. Nevertheless it has received a number of refugees as a consequence 
of Red aggression in Vietnam. The exact number of Vietnam refugees in Cam- 
bodia is not known but an estimate places the number at upwards of 5,000. 
They are residing in that part of Cambodia which borders on Vietnam. These 
refugees have created no serious problems for the Cambodian Government which, 
in turn, has assisted them wherever possible to make their livelihood. 

(d) Laos.—Laos has also been spared the ravages of a full-scale Communist 
aggression. The military action carried out by the Communist guerrilla forces 
in North Laos has caused some population upsets but nothing of a major character. 
There are also a considerable number of Vietnam refugees now living in Laos. 
The Government has demonstrated a competence to resolve problems in connection 
with refugee victims of communism. 

(e) Thailand.—It is estimated there are as many as 25,000 refugees w0 
escaped the Communist-occupied part of Vietnam. These refugees crossed the 
Laotian territory where they are now settled in concentrated areas. These 
refugees are stanch opponents of colonialism and erroneously regard the Com- 
munist leader, Ho Chi Min, as a leader of the nationalist’s liberation movement. 
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This problem is complicated by the fact that these refugees regarded the 
Republic of Vietnam as under the control of the Emperor Bao Dai, and therefore 
still under French colonial rule, 

"A real effort is now being made to point out to these Vietnam refugees that 
President Diem is the true leader of the nationalist liberation movement and 
that he is also a stanch opponent of colonialism. 

It is expected that the recent overwhelming victory registered by President 
Diem over former Emperor Bao Dai in the October referendum will help these 
people to understand it is in their interest to take up residence in the Republic 
of free Vietnam. 

It should be noted that while these refugees erroneously regard Ho Chi Min as: 
national hero, nevertheless, they are unalterably opposed to communism and 
would not return to the Communist-oeeupied part of Vietnam. Communist 
agents are active throughout the area where these refugees are settled and the 
activities cause unrest and dissatisfaction which could cause trouble in the future. 

(f) Burma.—Burma has had some population upsets as a consequence of Com- 
munist guerrilla action in its northern provinces. However, these upsets to date 
have not eaused problems beyond the capabilities of the Burmese Government. 
Some of the Burmese Government officials are population conscious because of the 
geographical location of their nation to areas affected by great internal population 
pressures. : fe : a 

India to the west with a population in excess of 400 million people has always 
had a tendency to have many of its people spill over into Burma. 

Communist-oecupied China to the north, with a population claimed to be in 
excess of 450 million has long encouraged its people to migrate southward into 
Burma and the other countries of southeast Asia. It is understandable that 
leaders of Burma with its population of some 18 million should be concerned 
with the possibility of being overrun and absorbed by either one or both of her 
giant neighbors. 

(g) Macao.— Macao, a Portuguese colony, located on a small peninsula extend- 
ing out of the mainland of China has a relatively serious refugee problem. The 
colony with a population of approximately 300,000 has had to take in a refugee 
population of some 35,000 people. All of these refugees are Chinese except a few 
nationals of Portugal who had lived in China. 

Within the limits of its resources, including the sparse land which makes up 
the colony, the Government has done what it could to assist these refugees. With 
assistance of the United States Government a considerable number of refugee 
housing units have been constructed in Macao. 

In addition, supplemental food programs have been established utilizing United 
States agricultural surpluses. An American voluntary agency, the National 
Catholic Welfare Conference, has taken the responsibility for initiating and 
overseeing both of these projects. 

The future facing the refugees in Macao is a dismal one. There is no employ- 
ment opportunity for them in Macao and little or no opportunity for them to emi- 
grate elsewhere. They are always faced with the prospect that Red China will 
suddenly decide to overrun the Portuguese Colony of Macao which would cer- 
tainly be the end of everything for them. 

Despite these handicaps the refugees interviewed made it clear that they did 
not want charity, but what they wanted was the opportunity to earn their own 
way in an atmosphere of freedom. The voluntary agency officials in Macao 
have been studying for some time the possibility of establishing several small 
business enterprises in the colony to provide employment for the refugees. It is 
hoped that these authorities will find some feasible plan to provide employment for 
these good people and that such plans will be given quick United States Govern- 
ment support. 

(h) Formosa.—lIt is estimated that there are approximately 2 million refugees 

from Communist-oceupied China now residing on Formosa. The Government 
of the Republic of China has done a noteworthy job in integrating these refugees 
into the social, economic, and political life of free China. 
_ Emphasis has been placed on getting these refugees into occupations either 
identical or similar to those in which they were formerly engaged. There is a 
great deal of evidence of this activity in Taipei where there are hundreds of small- 
business establishments. 

The Government has also taken practical steps to provide opportunities for 
higher education, including the training of teachers, provision for medical and 
dental schools and colleges, engineering and government administration. 
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It is estimated that there are over 2,500 Chinese refugees now residing in For- 
mosa who are graduates of American colleges and universities. This fact, jn 
some measure, accounts for very strong ties between the Republic of China and 
the American people. 

One project established in Formosa supported in part by United States Govern. 
ment funds worthy of special commendation is “Juddville,” a welfare center 
established for the care and training of Chinese refugees. This project was 
named after a distinguished Member of Congress, the Honorable Walter Judd. 
who spent many years in China as a medical missionary and who is also chairman 
of Aid Refugees Chinese Intellectuals, Inc., an American voluntary agency. 
“Juddville” is a model village located about 10 miles from the city of Taipei. It 
is equipped with a medical center, school, handcraft shop, low-cost but attractive 
housing, and a small rice and vegetable farm. In addition to providing temporary 
assistance as well as medical care for a great number of refugees, the workers in 
this center concentrate on assisting Chinese intellectuals in finding their proper 
place in, and contributing to the progress of Formosa. 

The Government of the Republic of China is competent to take care of any 
future refugee problems which it might face as a consequence of Communist 
oppression in the homeland. 

(7) Korea.—The Republic of Korea has been subjected to one of the biggest 
internal population upsets since the end of World War II. These population 
upsets have been caused by the tyranny of the Communist occupation north of 
the 38th parallel, the Moscow-directed and Red Chinese-supported war of aggres- 
sion against the Korean people and the ravages of that aggressive war. 

As a consequence of these acts of violence it is estimated that at one time or 
another over one-half of the Korean people were displaced, dispossessed or forced 
to flee their native villages and homes. During the most active stages of the 
Korean war millions of refugees fled from the north to the south in the hope that 
they could escape from the tyranny of communism and at the same time place 
themselves under the protection of the United Nations forces which were then 
seeking to turn back Red agression in Korea. 

Consequently, when the shaky and highly dubious armed truce was reached 
in 1953, there were millions of refugees in free Korea. These refugees needed 
immediate housing, medical care, clothing and food. 

Considering the magnitude of the problem the Republic of Korea faced at that 
time it can be reported that a remarkable job has been done in bringing order 
out of chaos and providing all these refugees with the essentials of life. While 
the refugee problem is by no means completely resolved it is certainly reduced to 
manageable proportions and gives every promise of being resolved completely 
in the immediate years ahead. 

The investment the United States has made toward alleviating the problem of 
refugees in Korea has been a good one. The returns in human values and political 
stability far outweigh the cost in dollars and cents. The American voluntary 
agencies whose services have been one of the bright beacons of hope for the 
people since the end of World War II have done and are continuing to do a 
great work. 

Without the leadership and inspiration which these agencies have provided the 
tremendous job of salvaging the human resources of Korea could not have been 
done. Principal among these American voluntary agencies are Church World 
Services, National Catholic Welfare Conference, and the American Korean Relief 
Foundation. 


Section II. The administration of the Refugee Relief Act of 1953, as amended, 
Public Law 203, 838d Congress 


The following provisions of the Refugee Relief Act of 1953, as amended, have 
specific and special application in each of the nations visited during the inspection 
trip. 

Section 4 (a) (11): ‘* Not to exceed two thousand visas to refugees residing within 
the distriet of an American consular office in the Far East: Provided, That such 
visas shall be issued only in said consular office district and only to refugees who 
are not indigenous to the area described in this paragraph.” ee: 

Section 4 (a) (12): ‘“Not to exceed three thousand visas to refugees, residing 
within the district of an American consular office in the Far East: Provided, That 
such visas shall be issued only in said consular office district and only to refugees 
who are indigenous to the area described in this paragraph.” f 

Section 4 (a) (13): ‘‘ Not to exceed two thousand visas to refugees of Chinese 
ethnic origin whose passports for travel to the United States are endorsed by the 
Chinese National Government or its authorized representatives.”’ 
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In addition, section 5 (a) has special application to Korea. Section 5 (a) 
reads as follows: 

“Not to exceed four thousand special nonquota immigrant visas may be issued 
to eligible orphans as defined in this Act who are under ten years of age at the 
time the visa is issued: Provided, That not more than two such special nonquota 
immigrant visas may be issued to eligible orphans adopted, or to be adopted by 
anv one United States citizen and spouse, unless necessary to prevent the separa- 
tion of brothers or sisters.”’ 

The general opinion was expressed by responsible American officials in the 
countries visited that the Refugee Relief Act of 1953, as amended, was potentially 
valuable in advancing United States foreign policy objectives in Asia and in 
creating a better understanding of United States policies by the people of Asia. 
The application of the benefits of this legislation were unduly delayed in prac- 
tically every one of the countries visited. 

A variety of reasons were advanced for that delay. Primary among those 
reasons were that all of these nations were reluctant to commit themselves on the 
certificate of readmission required under section 7 (d) (2), for each and every 
person issued a visa. The second major reason advanced for the delay was the 
requirement of assurances provided for in section 7 (a). 

It was the opinion of all those interviewed that the requirement of the certificate 
of readmission placed an unnecessary obstacle in the way of a successful adminis- 
tration of the act. Generally speaking, governments concerned were resentful 
of this requirement because it represents an infringement upon their sovereign 
powers. 

In addition, many responsibie individuals felt that this requirement neutralized 
the strategic value of the positive provisions of the act, including our recognition 
by enactment of law that those who were willing to fight for freedom in Asia 
would be accorded the same recognition by the United States as that accorded 
those in Europe who take a similar stand. 

In general the assurance provisions were also found to be a hindrance in bringing 
about the best possible application of the act. In many cases the lack of required 
assurances made it impossible for the field administators to assist worthy cases 
whose emigration to the United States would stand as a concrete demonstration 
of our basic national motivation to try to help all those in need. 

One bright spot in this respect: was found in Japan where the number of assur- 
ances put forward by Californians and other west coast farmers exceed the number 
of internally displaced Japanese desiring emigration to the United States. It is 
difficult accurately to estimate the possibilities of a successful implementation of 
the provisions of the Refugee Relief Act, in the countries of Asia. 

If, however, the requirements of the certificate of readmission were revised and 
a practical interpretation of the assurance requirement were applied there are good 
reasons to believe that the program will be successful before December 31, 1956, 
the date when the act expires. 

(a) Philippines.—The actual application of the provisions of Public Law 203 
were delayed until April 1955. The reason for this delay was that the Philippine 
Government was unwilling to agree to the certificate of readmission as required 
by section 7 (d) (2). In April of this year a workable agreement in this respect 
was arrived at with the Government of the Philippines. 

Since that date there have been applications made under Public Law 203 to 
cover in excess of 1,600 persons. With but few exceptions these applicants are 
Chinese. The few exceptions are represented by so-called White Russians, 
former residents of China who were provided temporary haven in the Philippines 
before Communist occupation of the mainland of China. There are few among 
these exceptions who have not already been rejected by United States immigration 
authorities for reasons involving very questionable backgrounds or for excludable 
reasons Of health. 

_ In order equitably to apply the benefits of Public Law 203 to these applicants 
in the Philippines an answer must be found to an acute shortage of certified 
assurances as required by section 7 (a) of the act. 

(b) Hong Kong.—The administration of the Refugee Relief Act assigned a 
special consular officer to Hong Kong in July 1954 to complete negotiations leading 
to the implementation of the provisions of the act. Final arrangements with re- 
spect to the certificate of readmission as required by section 7 (d) (2) were com- 
pleted in December 1954. The following statistics with respect to the application 
of the provisions of the law will be of interest: 


(1) Up to October 1, 1955: 


Applications: 11,400 individuals. 
Certified assurances: 3,731 individuals. 
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Investigations completed: 990 individuals. 

Visas issued: 680 individuals. 
(2) Applications under sections 4 (a) (11) (persons who are not indigenous to the 
area): 
Applications: 380 individuals. 

Certified assurances: 170 individuals. 

Investigations completed: 50 individuals. 

Visas issued: 38 individuals. 
With reference to the above it is noted that the vast majority of the applicants 
and individuals who obtained visas are so-called White Russians. Included are 
some few Poles and Portuguese nationals. Upon inquiry it was revealed that 
practically all of these applicants determined to be nonindigenous to the area 
spoke Russian and English and few of them spoke Chinese although they have 
alleged to have lived in China over a period of many years. 

Section 4 (a) (13): Up to October 1, 1955, a total of 38 visas had been issued 
in Hong Kong under the provisions of this section of the act. Inquiry was made 
as to why there had not been more applicants under this provision, It was 
learned that a precedent had been established by the consular officer requiring 
that the applicant be in actual possession of a passport endorsed by the govern- 
ment of the Republic of China as prerequisite of such application. Consequently, 
this precedent has tended to slow down applications under this section. A more 
detailed examination of this problem is presented under the section pertaining to 
the Republic of China (Formosa). 

With respect to security, a number of conferences were held with the officers 
directly responsible for this phase of work. It was their opinion that the present 
staff of field investigators assigned to Hong Kong was able to handle the volume 
of work involved. In addition it was reported that exellent cooperation and 
assistance in this respect had been provided by the government authorities in 
Hong Kong. 

However, concern was expressed over the security problem created by so-called 
White Russian refugees in China who were seeking admission into the United 
States under section 4 (a) (11). The Hong Kong government will not allow them 
to enter its territory unless they have in their possession a valid visa for some 
country of the free world. 

It is impossible for any United States agency to conduct a field investigation, 
as required by law, on any of these applicants because they are still residing in 
Communist China. Even the usual name check which is but a part of any security 
investigation is futile because the source records are completely outdated and 
therefore unreliable. 

In these circumstances, the security officers connected with the administration 
of the Refugee Relief Act in Hong Kong have refused to give a security clearance 
to such cases. These officers were assured that their judgment in this respect 
was most correct and that Congress would be heartened to learn of the stand 
they have taken in this matter. 

A complete investigation was made of the security problem presented by 
so-called White Russian refugees now residing in Communist China, the results 
of which are set forth in section III of this report. 

(c) Other countries in Southeast Asia.—The administrator of the refugee relief 
program has established a regional office in Singapore to service applications 
coming from the following countries and areas of Southeast Asia: 





Borneo North Borneo 
Burma Portuguese Timor 
Cambodia Sarawak 
Indonesia Singapore 

Laos Thailand 

Malaya Timor 
Netherlands New Guinea Vietnam 


New Caledonia 


In discussing the administration program with the regional officer, it was 
learned that agreements with respect to the certificate of readmission had been 
reached with the following: 


Singapore Federation of Malaya 
Sarawak Thailand 
British North Borneo Vietnam 
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It is obvious therefore that the requirements of section 7 (d) (2) are a hindrance 
to the program in a great many countries in southeast Asia. 

The following statistics concerning the number of applications and their source 
are of interest: 

Place of application Ginte 

Singapore Consular District (includes Federation of Malaya, and 3 territories 
» of British North Borneo) 100 
Indonesia (with verified assurances) 


Thailand 
Vietnam (with verified assurances) 


Place of issue 
Singapore Consular District 
Saigon 

It was learned that the requirement of assurances had seriously reduced the 
number of applications accepted in each of the field offices noted above. A prac- 
tice has been established of accepting applications only from those who have in 
their possession certified assurances. This accounts for what appears to be a 
relatively small workload for the regional office at Singapore. There are a con- 
siderable number of persons who would become applicants under the law if they 
could arrange for sponsorship in the United States or if the requirements on assur- 
ances were modified. This is particularly true in Vietnam. 

(d) Formosa.—A number of extended conferences were held with the chairman 
of the Ministry for Overseas Chinese and members of his staff with respect to the 
application of section 4 (a) 13, as well as the problems of Chinese refugees in 
general. These officials were most interested and cooperative and expressed a 
keen interest in bringing about the best possible results from the refugee relief 

rogram, 

. With respect to section 4 (a) 13, which requires applicants applying under it to 
have in their possession a passport endorsed by the Republic of China, a number of 
practical problems were encountered. To begin with, the government had up to 
October 1955, been reluctant to endorse passports unless the applicant was able 
to give proof of assurances from a sponsor in the United States. This position was 
taken so as not to encumber the offices of the refugee relief program in the Far 
East with a large number of applicants who would not be able to qualify because 
they lacked sponsors in the United States. 

The government, however, has recently taken the position of granting endorsed 
passports to applicants who do not have a sponsor in the United States but who 
appear to be otherwise eligible under the act. This action has been taken in 
the hope that an adequate number of sponsors will be found in the United States 
for these worthy people. 

Up to November 7, 1955, the Ministry for Overseas Chinese had received a 
total of 622 applications for endorsed passports. As of the same date the Ministry 
had approved 440 of those applications. It was noted that approximately 300 
applications for endorsed passports have been made by residents of Hong Kong. 

_This phase of the program would be facilitated if interested applicants in Hong 
Kong would make early application to the Republic of China for an endorsed 
passport. This procedure will be particularly urgent during 1956 when it is 
expected that visas authorized under section 4 (a) 12 will be exhausted somewhat 
before the terminal date of the act itself. 

The Government of the Republic of China has extended its full cooperation 
to United States officials administering the Refugee Relief Act. It has established 
4 government committee made up of representatives of the Ministries for Overseas 
Chinese, Foreign Affairs, Interior, and Security to work with representatives of 
the United States Government. 

Up to November 11, 1955, a total of 170 people had emigrated from Formosa 
to the United States under the Refugee Relief Act of 1953, as amended. 

(e) Korea—Up to November 14, 1955, a total of 296 applications for visas 
under the Refugee Relief Act have been made. This does not take into account 
applicants under or interest shown in the orphan provisions of the law. As of 
this — date 114 visas had been issued and there are 182 cases under active 
investigation. 

The Government of the Republic of Korea readily agreed to issue certificates 
of readmission to all Koreans who might qualify under the Refugee Relief Act. 
However, they have not agreed to issue such certificates to non-Koreans. It was 
learned that the few non-Koreans applying under the act were Russians from 
Red China and a few Chinese refugees. 
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The major problem in the administration of the refugee program in Korea js 
dearth of sponsors to provide assurances for the many worthy applicants. Special 
efforts have been made to secure such assurances with but little success. 

One of the reasons for this is that relatively few persons of Korean origin live 
in the United States and they have not been able to stimulate others to sponsor the 
applicants. Unless assurances are provided or revision is made on the require- 
ment of assurances most of these applicants in Korea will not receive a visa to the 
United States. 

A number of problems have been encountered in administering the orphan 
provisions of the act. While the orphan problem is pretty much restricted to 
what are called GI babies there is an enormous amount of redtape required 
in order to process a case. For example, merely to initiate a case requires an 
exchange of three letters between Korea and the United States. It was learned 
that a considerable number of orphans would be adopted by United States 
military personnel stationed in Korea and Japan except that the visas issued 
would expire before the tour of duty would end which in turn would mean they 
would not be able to get the child into the United States before the expiration of 
the act. This prospect was further complicated by the fact that no visas can be 
revalidated after December 31, 1956, the date when the act expires. 

The Administrator of the Refugee Relief Act in Korea was satisfied with 
arrangements made for security investigations of all applicants under the act. 
The appropriate officials of the Republic of Korea have extended their full coop- 
eration in this matter. In particular, the commanding officer of the Counter 
Intelligence Corps of the Army of the Republic of Korea was commended for his 
valuable contribution to the successful operation of the program, 

(f) Japan.—The administration of the refugee relief program in Japan did not 
get underway until 1955. Up to May 1955, a total of 100 applications had been 
received and 4 cases were completed and visas issued. There was a large spurt 
of activity between May 1955 and October 31, 1955. As of that date a total of 
795 applications had been received, 293 investigations had been completed, and 
100 visas had been issued. 

The Government of Japan has agreed to the certificate of readmission with 
respect to Japanese nationals. However, no agreement has as yet been reached 
on this requirement with respect to non-Japanese who have made application in 
Japan. This, however, must be considered as a very minor problem since only 
six non-Japanese individuals have applied. 

The administrator of the program was optimistic concerning results that he 
expected to attain under section 4 (a) (12) of the act. For example, he has 
received slightly over 500 assurances from sponsors in California and other 
States on the west coast to cover Japanese farmer applicants. It was his estimate 
that as many as 1,000 Japanese might qualify for visas to the United States 
under this section. They were broken down into the following three main 
categories: 

A. Typhoon victims 

B. Repatriates from Manchuria 

C. Victims of military operations (including residents of Nagasaki and Hiro- 
shima who may have been victims of World War II operations). 


The administrator of the program was satisfied with arrangements made for 
security investigations and clearance of individuals applying under the act. [n 
this connection, the appropriate officials of the Government of Japan have been 
most cooperative and helpful: 


Section III. The security problem created by so-called White Russian immigrants 
flowing into the Free World from Red China through the crown colony of Hong 
Kong 

During the course of the inspection carried out in the countries of southeas' 

Asia and north Asia, a very serious security problem was uncovered. Gross 

nezligence on the part of United States Government officials in laying countries 

of the free world open to wholesale infiltration by Russian Communist agents !m- 

pels the writing of this special section. A full exposé is made of this neglizence 

with the hope that immediate corrective action will be taken by the proper author- 

ities in the United States Government and that Congress immediately after 1" 

reconvenes, will undertake a complete and thorouzh investigation in order to fix 

responsibility on those individuals responsible for this wholesale breach of security 
of the free world. 
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According to official estimates, a total of some 5,900 individuals the vast ma- 
jority of whom are so-called White Russians who are alleged to have lived in 

zed China for many years, have moved into the free world through the crown 
eolony of Hong Kong since 1952. These people have emigrated to practically 
every country and territory of the free world as well as to Communist-Occupied 
countries including Yugoslavia and Czechoslovakia. Their movement has been 
arranged for and initiated by either the Intergovernmental Committee on Euro- 
pean Migration or the United Nations High Commissioner for Refugees, or by 
joint action on the part of both these international agencies, 

Inquiry was made on each and every step undertaken in the movement of these 
people from Red China into the free world by either United States Government 
officials, representatives of American voluntary agencies, or representatives of 
intergovernmental agencies. The steps taken in their chronological order are as 
follows: 

1. The individual living in Red China initiates his application for a visa to 
one of the countries of the free world by writing a letter of application to (a) the 
Shanghai office shared jointly by the Intergovernmental Committee for European 
Migration and the United Nations High Commissioner for Refugees, or (b) to any 
voluntary agency located in Hong Kong or (c) to the resident representative in 
Hong Kong of the Joint Office of the Inter-governmental Committee for European 
Migration and the United Nations High Commissioner for Refugees (hereafter 
referred to as resident representative ICEM/UNHCR). 

Pointed inquiry was made concerning the Shanghai office shared by the Inter- 
governmental Committee for European Migration and the United Nations High 
Commissioner for Refugees. This seemed a strange arrangement since Red China 
has not been admitted to the United Nations, that an organ of the United Nations 
would be operating within its borders. Moreover the Intergovernmental Com- 
mittee for European Migration which was created by the initiative of Congress 
was launched under the specific understanding that Communist or Communist- 
dominated nations would not be admitted to membership and that dealings with 
such governments would be excluded. It was not possible to get more specific 
information on this Shanghai office because no one really knew how it existed or 
how it was actually run. 

2. All applications, regardless of initial source, are channeled to the voluntary 
agencies for their handling. This procedure is followed because the voluntary 
agencies have been responsible for securing the visas—a factor which will be 
explained in more detail in the following paragraph. The voluntary agencies 
then send back to the applicant a 4-page questionnaire which they request the 
applicant to fill out and return to them. 

3. When the voluntary agencies receive these filled-out forms from the appli- 
cants in Red China, they then forward such applications to one of their repre- 
sentatives in the countries of the free world. These representatives, in turn, use 
the data contained in this 4-page questionnaire, the validity and accuracy of 
which has in no way been security-checked by any responsible government or 
intergovernmental officials, to negotiate with a particular government of the 
free world in order to.secure a visa to that country for the applicant and such 
dependents as he might have. 

1. If the voluntary agency representative is successful in negotiating a visa 
from one of the countries of the free world, a‘‘Visa Authority” is then forwarded 
to the resident representative of ICEM/UNHCR in Hong Kong. This “Visa 
Authority” is an official notice that a particular government of the free world has 
agreed to grant a visa to the person whose application was submitted to them 
by a voluntary agency, 

5. The resident representative of ICEM/UNHCR in Hong Kong then notifies 
the Shanghai office of ICEM/UNHCR to put them under notice that the applicant 
has a valid visa to one of the countries of the free world. 

6. Thereafter the Shanghai office sends notice to the resident representative 
in Hong Kong covering the following three basic points: 

a) That the applicant is medically sound. 

b) That the applicant is likely to get his exit permit from the Red Chinese 
authorities, 

(c) That if stateless, the applicant will be supplied with identity documents. 

‘. The resident representative of ICEM/UNHCR in Hong Kong then applies 
to the Government of Hong Kong for a transit visa for the applicant. At this 
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point, assurance must be given the Government of Hong Kong that the applicant 
for a transit visa has a valid visa for another country of the free world and that 
arrangements have been made to transport such applicant to that country. 
After a transit visa is granted, notice of same is then telegraphed to the Shanghai 
office with the request that the applicant then be moved to Hong Kong. 

8. When the applicant arrives in Hong Kong, he goes to the office of the resident 
representative of ICEM/UNHCR where a series of interviews and a medical 
examination take place. The applicant then receives a visa which is issued by 
the resident representative, acting for the receiving country. , 

The only exception to this last step is required by one of the Latin American 
Republics. Applicants for admission into that country do not actually receive 
their visas until they arrive in Genoa, Italy, where such visa is issued by a consular 
officer of that government. 

While the above procedural steps are being taken, a name check of each indi- 
vidual applicant is made. This name check consists of a check against records 
held by the Government of Hong Kong, by the Republic of China (Formosa) and 
the United States. Specific inquiry was made to each of these sources where it 
was learned that their records are both incomplete and so out-dated as to be of 
no real value in a proper security investigation. 

At one point during this inquiry, it was inferred by the Hong Kong representa- 
tive of the United States escapee program that the American voluntary agencies 
assist in the security investigation of the applicants residing in Red China. Since 
this appeared to be a highly irregular arrangement, inquiry was made as to whether 
these American voluntary agencies have representatives in Red China and it was 
learned that without exception none of them had such representatives. It de- 
veloped that when voluntary agencies receive derogatory information through 
refugees who themselves either reside in or formerly resided in Red China this 
information is passed on to the representatives of the United States escapee pro- 
gram in Hong Kong who in turn make this information available to the resident 
representative of ICEM/UNHCR in Hong Kong. Such unchecked information 
may in no sense be considered as a reliable security aid. This evaluation is not 
to be regarded as a reflection on the work of any American voluntary agency, but 
rather upon any government or intergovernmental official who attempts to use 
such voluntary agencies in connection with security problems. 

The obvious conclusion reached after this careful study was that no field 
security investigation whatsoever is conducted on persons residing in Red China 
who are applicants for emigration to countries of the free world. The so-called 
visa authority is a blank check signed by governments to admit immigrants con- 
cerning whose background they have no reliable or verified information. There 
is reason to believe that the governments issuing such blank-check visas are 
laboring under the false impression that a thorough-going security investigation 
and clearance is done on each of these applicants before they arrive in their 
country of destination. It is also believed that this false assumption is further 
advanecd by the role United States Goverument officials play in this movement 
of people from Red China, particularly the fact that funds provided by United 
States escapee program are used to cover the transportation cost of most of these 
people from Hong Kong to the country of their destination. For example, 4 

rant of $500,000 has been made by the United States escapee program to the 
Taterewermuaensal Committee for European Migration to make possible the 
movement of such applicants residing in Red China to countries in the free world. 

United States Government security officials who were interviewed concerning 
this obvious breach of free world security were quick to point out that they were 
in no sense responsible for security clearances of those individuals moved from 
Red China through Hong Kong into the free world. Moreover, these same 
officials expressed their concern for the absence of reasonable security provisions 
in conferences with these security officers that the name check they were requested 
to make of United States Government files in no way constituted reliable securlty 
check. 

During the course of this special inquiry the resident representative of 
ICEM/UNHCR was most helpful and cooperative. He was candid and open !! 
the discussion of the problem outlined above, recognizing that a field securily 
check of these applicants was impossible and that the element of risk in moving 
any individuals from Red China to countries of the free world was both great an 
everpresent. The resident representative in Hong Kong has done nothing more 
than carry out the orders and instructions of higher authorities. 





pplicant 
and that 
country. 
shanghai 


resident 
medical 
sued by 


\merican 
r recelve 
consular 


ach indi- 
; records 
osa) and 
where it 
to be of 


presenta- 
agencies 
1. Since 
whether 
nd it was 
. It de 
through 
hina this 
pee pro- 
» resident 
ormation 
on is not 
ancy, but 
ts to use 


no field 
od China 
so-called 
ants con- 
There 
visas are 
stigation 
. in their 
is further 
1ovement 
'y United 
t of these 
ample, & 
m to the 
sible the 
‘ee world. 
oncerning 
they were 
ved from 
ese same 
yrovisions 
requested 
e security 


tative of 
d open In 
1 security 
in moving 
great and 
hing more 


MUTUAL SECURITY ACT OF 1956 945 


In connection with this problem, one may ask what right a congressional sub- 
committee may have to inquire into the immigration policies or practices of 
another country. It was not the purpose of this inquiry to become involved in 
the immigration policy or practice of other nations. It was the intent, however, 
of this committee to determine whether United States publie funds were in any 
way being used to make this movement of individuals from Red China to coun- 
tries of the free world possible. It was also the intent of this inquiry to determine 
whether United States officials were in any way involved in passing upon the 
security fitness of any of these applicants from Red China or whether the likeli- 
hood existed that the governments of the free world receiving these immigrants 
labored under the false impression that a security clearance was provided by the 
United States Government. 

It is of special interest to note that during the period from March 1, 1952, 
through October 1, 1955, a total of 5,901 residents of Red China received visas 
under the procedures outlined above and immigrated to a country of the free 
world. During 1952, 759 individuals were so moved; during 1953, 3,266; during 
1954, 1,463; during 1955 (up to October 31), 413. By far the greatest number of 
these individuals went to Brazil, a total of 2,627. 

Approximately 85 percent of the individuals involved in this movement from 
Red China to countries of the free world were so-called White Russians. In the 
official record they are classified as either citizens of the U. S. S. R., Russians or 
stateless. When one takes into account the extreme measures undertaken by 
the Russian Communists to prevent anyone escaping from territory they occupy 
into the free world and the constant demand of Moscow upon free governments 
to hand over to them Russian citizens who have escaped, brings into sharp focus 
the unusual if not peculiar status apparently enjoyed by the so-called White 
Russian refugees in China. There is little doubt that the Communist regime in 
ted China is completely responsive to the demands of Moscow and there is good 
reason to doubt that the Red Chinese would allow the exit of these so-called White 
Russians over the objections of Moscow. 

A great deal of publicity has in the past years been given to ‘‘White Russians’’ 
and they have usually been portrayed as enemies of Red Russia. Little or no 
publicity has been given to the fact that these so-called White Russians living in 
Harbin, China, flocked to renew their allegiance to Moscow following World War 
Il. Nor has the fact that a very large number of these people still carry valid 
passports issued by the U.S. S. R. been given the public notice it warrants. The 
Kremlin never allows an enemy to make use of a U. S. 8. R. passport. It is 
flirting with disaster naively to equate White Russians as enemies of Russian 
communism or advocates of democracy. 

Due consideration was given to the records which indicate a total of several 
hundred individuals of various other nationalities such as Polish, Armenian, 
Ukranian, Lithuanian, Latvian, Estonian, and German had been moved from 
Red China under this program. Recognition was also accorded the movement 
of a small number of hardship cases (the blind, tubercular, etc.) from Red China 
to countries of the free world. However desirable may be the continued assistance 
to such people the conclusion must be faced that the grave risks involved in any 
program of this type override all other considerations. 

Inquiry was made concerning the ages of these individuals who were moved 
from Red China to the free world. This point of inquiry has special meaning 
when it is recalled that the Russian Communists take special care to prevent the 
escape of persons in the most productive years of their life. It is fundamental to 
communism that manpower is the only value that man has to the state. It is 
interesting to note therefore, that analysis of an average month of activity on this 
program reveals that of a total of 351 persons moved 153 were between the ages 
of 21 and 50. This same analysis revealed that approximately 66 percent of these 
individuals were under 50 years of age. 

Responsible officials in the United States Government can take immediate 

steps to plug this grave security breach. This can be done immediately by under- 
taking these two simple steps: 
_ 1. By prohibitirg the use of any United States public funds, either directly or 
indirectly, for the movement of in migrants from Red China through Hong Kong 
to countries of the free world. This includes the use of direct funds by the United 
States escapee program as well as the use of public funds appropriated for the use 
of the Intergovernmental Committee for European Migration. 
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2. To inform all of the governments who to date have been providing blan 
check ‘‘visa authority” that the United States Government takes no responsibility 
whatsoever for the security clearances of persons residing in Red China who make 
application to them, through the intermediary of voluntary agencies, for a Visa 
of permanent residence. 

The urgency for immediate action on the part of responsible United States 
Government officials is underscored by the following: 

1. There are over 5,000 active applicants now residing in Red China under 
consideration in Hong Kong. 

2. The resident representative of the Intergovernmental Committee for Euro- 
pean Migration and the United Nations High Commissioner for Refugees jy 
Hong Kong has a ‘“‘blank check”’ to issue over 1,000 valid visas for countries of 
the free world to such applicants. 

3. The United States escapee program has authorized the use of $500,000 of 
United States public funds to cover the cost of transportation of such applicants 
who emigrate from Red China through Hong Kong to any country or territory of 
the free world. 


Mr. Jupp. One encouraging factor is that under section 4 (a) 11, 
quota of 2,000 was allocated for White Russian refugees from China 
but apparently not even 500 of them are going to be used. One of 
the proposals before the Judiciary Committee now is to allocate the 
unused quota numbers in that 2,000 allotment to bona fide Chinese 
refugees from Communist tyranny. There were not 2,000 White 
Russians who could come out or did come out. 

Mr. FreieHan. I would agree completely with the gentleman that 
these visa numbers should be used to assist bona fide Chinese refugees 
from Communist tyranny. Such action would give a real boost to 
United States prestige in Asia. 

Chairman Ricuarps. Thank you very much, Mr. Feighan, for 
coming up. 

Mrs. Ketry. Could I ask one more question? 

Chairman Ricuarps. Yes. 

Mrs. Ketiy. Have you any evidence that the United Nations 
Refugee Organization is bringing in these Chinese without a security 
check? That is part of the record? 

Mr. Frienan. I do not have evidence on that matter. However, 
I would warn that we must be cautious because both the U. N. agency 
and the United States escapee program are notorious for loose 
security practices. 

Chairman Ricuarps. Thank you, Mr. Feighan. 

The committee stands in recess for a few minutes. 

(A short recess was taken.) 

Chairman Ricuarps. The committee will come to order, please. 
The next witness is the Honorable Ralph Gwinn, another old friend 
from the State of New York. 

We are glad to have you with us, and will you proceed ? 


STATEMENT OF HON. RALPH W. GWINN, REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW YORK 


Mr. Gwinn. Thank you, Mr. Chairman, and members of the con- 
mittee. 
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Iam not going to attempt to go into figures. I have voted against the 
foreign-aid program from the beginning. I want to try to justify 
myself. 

‘We have come to the place where I think I may dare raise a voice. 
This thing just does not work and I want to dwell a little on the prin- 
ciple of why it cannot ever work. That is, the thing that we have been 
trying to do. 

‘I noted that the members were tremendously interested in the 
iestimony of John Reisner last Friday, I think it was. I thought 
I would take a cue from that testimony, on my theme. If we were 
voing to select a group of individuals to build good will in the 
world and to make friends and to work toward peace in the world, 
I think unquestionably we would elect to start with that group of 
individuals such as John Reisner. 

Now, why would we select that type of person? First, because 
he is a dedicated person, a volunteer missionary, trained for it, and 
studied before he went to the country, or before he should be sent, 
the religion, the economics, the prejudices, the culture of the coun- 
try to which he is going. He wonld go with voluntary support, so in a 
sense the spirit of the giver would go with the gift. 

T must parenthetically say that when you take my funds away from 
me by force, to manage them as the Government has been managing 
them. I cannot say that the spirit of the giver goes with the gift that I 
contribute. Whereas, I have been a trustee of John Reisner’s organiza- 
tion and helped the mission since its beginning, I have gladly given, as 
I think we all would gladly give, if we have anything left after we 
pav our taxes, to that kind of a volunteer effort. 

Now, when he lands in the country, he is not on a 2-year basis, or a 
1-year basis. He is not a politician. He is under no compulsion from 
home to exact conditions or to make requests or to ask returns for the 
benefits that he is going to confer upon the people. He may teach and 
heal through the medical college or through the university or through 
the agricultural experimentation stations that he helps to establish. 
He is sacrificing. The people appreciate it. As the Indians say, he 
is prepared to give something from his heart and what he gives from 
the heart settles on the hearts of others. 

Now, political parties can’t do that. This Government can’t do 
it. I think I may say, without appearing to be partisan, that we 
Republicans weren’t satisfied with the way this job was done under 
the Democratic ‘administration, and TI declare I have about come to 
the conclusion that we are less satisfied with the way we are doing 
it with a Republican administration. Indeed, it apparently has been 
so bad that we want to double what we have been doing to see if by 
that process we can do it better. 

If you will remember, when Willkie came back from his trin around 
the world in 1940 and wrote a book, he made this point: The most 
surprising and the most rewarding experince he had was to see that 
bank of goodwill—to use his words—that America has everywhere in 
the world. The attitude of the people was most surprisingly good. 
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And, he said, that was due to the missionary and the educationa] 
effort on the part of this country and other countries likeminded; due 
to the traders—the oil traders went into the darkest areas with their 
oil and their light. And to the travelers, vast numbers of travelers, 
and to the educators, of course. 

Now, that is the slow way. It looks quite inadequate, but if we 
could go back to missions and education, and technical help as we can 
in many of the countries, now, with less sacrifice required than it took 
75 or 100 years ago we could work wonders. If our foundations and 
the churches were released and we began to worship again the one 
God as the source of charity and education and sacritice, and the 
teaching of the good life, who can say that the job is too big for such 
voluntary effort. 

It seems to me that kind of force for good in the world must come 
through this individual effort, not through the compulsions of the 
political state. 

Take the politician. In the first place, he is not expected to have 
a compassionate heart. He hasn’t been trained to give that way. He 
is a politician. He is selected on a political basis—if not now, he 
certainly will be, more and more so. He can do nothing unless he 
has an appropriation. That is the basis upon which he proposes to 
do good. 

Mrs. Botron. Uncle Sam, is this? 

Mr. Gwinn. Yes. Or it may be the priest and the Levite. 

We think we are trying to be good Samaritans to the world. 
There was only one good Samaritan in the story of the Samaritan 
that was the individual who had compassion and happened to have 
a little private purse which he was willing to sacrifice. ‘The priest and 
Levite were functionaries of the Roman Government, both of them. 
They had no compassion to start with and they probably would have 
made some other disposition of the appropriations from Congress if 
they had an appropriation to carry around. We get witness of that. 
We have just had that kind of testimony, now. 

Mr. Jupp. They would have built a long-range dam, somewhere. 

Mr. Gwinn. Speaking of that, of course, we have to have a long- 
range program. That is in the nature of politics, isn’t it? They 
make a great case before your committee. You can’t get career men 
to go into this business on a 2-year basis. It must be a 20-year basis, 
or something like that, in order to attract them. 

I wonder if you ever saw a map of the Nile River. I never saw it 
until today in relation to the dam. 

Chairman Ricuarps. I have been in Congress a good long while 
and I know you are a man of great ability and great integrity. Some- 
times other people who have integrity and although perhaps not as 
great ability, have different views on this thing. 

Let me get you straight: You are against any part of this program! 

Mr. Gwinn. I am against the program through Government de- 
vices. That is the economic development and the point 4 to be admin- 
istered and operated by political parties. 
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Chairman Ricuarps. Would you be in favor of an authorization of 
appropriations not to be operated through the governments, just to 
be sent over there and given to the people? 

Mr. Gwinn. No; I wouldn’t, because I don’t think we have any 
power to do that. I supported the military program, you will under- 
stand. 

' Mr. CnperFieLD. That is what I wanted to ask you. 

Mr. Gwinn. I supported all the military programs. 

Chairman Ricwarps. Are you in favor of the military part of this 
program ¢ ; ee ees 

Mr. Gwinn. I am in favor of what is military. I think it is very 
unfortunate if the military puts your committee in the position of 
pulling the military appropriations out. They should take it them- 
celves and be responsible for it. That is constitutional. We have to 
support them. But we certainly cannot support in principle the For- 
eion Affairs Committee taking out money to do good with or to run the 
military. 

Chairman Ricwarps. The two programs were interrelated, one de- 
pended on the other. That is the reason why it was referred to this 
committee. But I think the situation has changed now so that they 
might well be separated and voted on separately. 

Mr. Gwinn. Then, I would suggest that some device somehow be 
worked out to put the responsibility on the private citizen, on the 
church, on trade, on those personnel who are selected in the very nature 
of their work to do this job that we are trying to do as a political body. 
A political body it seems to me cannot function in this field. 

Chairman Ricwarps. In reference to that dam. I want to ask you a 
question about that. You would be in favor of building a dam over 
there, is that right? 

Mr. Gwin. I wasn’t in favor of building a North Colorado River 
Dam. 

Chairman Ricwarps. I assume you would not be in favor of this 
project. 

Mr. Gwinn. I think this is so like the North Colorado River Dam 
it is rather amusing. 

We started with the Hoover Dam, you will remember, and after 
we built the Hoover Dam, we had to struggle in the warfare between 
the States out there, and satisfy them by building a North Colorado 
River project, starting with nearly $1 billion and we are going to end 
up with $4 billion. We hope the war between the States is over in that 
connection. 

Chairman Rienarps. It is over in most places. 

Mr. Smirn. And there are no more rivers. 

Mr. Gwinn. The United States of America, I understand, has 
offered them $45 million, but the Russians have raised the bid, or 
threatened to— 

Chairman Ricrarps. By the way, talking about the Civil War, we 
didn’t have any relief program down South. 

Mr. Gwinn. And you got over it by your own efforts. 

Chairman Rictarps. It took us a long time to get over it, though. 
And many of them have new ideas, too, that we don’t like. 

Mr. Surra. Amen. 
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Mr. Gwinn. It shows how it pays to recover yourself, because, your 
income in the Southern States now is rising at the rate of 99 percent 
per capita. Your income is going up at that rate while New York is 
going behind. We have advanced only 44 percent in our per capita 
income from 1939 to 1954. So I think the South did very well to be 
let alone and it did pretty well with their own resources. 

Chairman Ricuarps. I am gratified to hear your argument on this 
point. 

Mr. Gwinn. If you haven’t looked at this Aswan Dam—you see it 
starts, nearly all of it, in Ethiopia. One of our members was over in 
Ethiopia and he asked one of Haile Selassie’s top men if they were 
going to help out in this Aswan Dam. 

“Why,” he says, “No. We are not going to do a thing. We are 
friends of the United States and the United States hasn’t given us 
anything yet.” So he is not going to cooperate until we give them 
something. 

Mr. Smirn. But you forget, they are giving the water. 

Mr. Gwinn. Will they give the water? That is another thing. 
After all, they have the water, Suppose some Russians or capitalists 
come over there and build a dam on the border of Sudan or Ethiopia! 
Then what will we do? At any rate, rivers run through Ethiopia, 
originate in Ethiopia, run through Sudan and through Egypt. 

Now, would it be a good investment for private capital, without 
having some arrangement between those states over there? How 
could we start off assuming we can do these things when we can’t do 
them at home without-years and years and years? 

Of course, if you go into this dam business—one writer said, “This 
dam foolishness”—why, we will have our grandchildren trying to get 
out of that lake. I understand that is to be about three times larger 
than any lake behind a dam in the world today. I wonder if our engi- 
neers will be any better at estimating the costs of the American opera- 
tion over there, than they are here. 

Well, that is just an illustration, like 1 or 2 more. Would anyone 
interested in doing good through voluntary channels, send over Porgy 
and Bess as a good example of our culture for the people abroad at a 
cost of $680,000? This you approved in one way or another. | 
wonder how many have seen Porgy and Bess? I am sure you wouldn't 
go to see it because it is from Catfish Row, in Charleston, S. C. 

Chairman Ricuarps. Whenever they show anything from the South, 
they seem to emphasize the Catfish Row sort of thing. 

Mr. Gwinn. It is one of the most sordid stories humanity could 
possibly devise. It is a story of a very, very exclusive kind of a 
Negress prostitute whose lover is one of the most miserable men that 
can be imagined. His transportation was by a goat and a cart and 
finally his girl escaped with one of the sportsmen of New York, who 
was a dust peddler, and it ends pretty much on that note. 

This Porgy and Bess story was thought to be so good a portrayal of 
our culture that the Russians wanted us to send the show to Russia. 
And when we decided from the criticisms that came that we’d better 
stop spending United States money on Porgy and Bess, Russia 
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financed the whole company for many, many engagements throughout 
Russia. : 

Chairman Ricuarps. Of course, Mr. Gwinn, the money for that 
kind of program is not in this bill. It is not in this foreign aid bill. 

Mr. Gwinn. This came out of the President’s funds. 

Chairman Ricwarps. It came from the information program. 

Mr. Gwinn. That does not come through here ? 

Chairman Ricuarps. It is not in this bill; no, sir. 

Mr. Gwinn. Do you mean to say it has been cut out, or it never was 
in the bill? 

Chairman Ricuarps. It was never in the foreign aid bill. 

Mr. Jupp. Mr. Chairman, the original authorization for that infor- 
mation program was in legislation prepared by this committee in 
either 1947 or 1948, but the annual appropriations and the review of 
the program don’t come back to this committee. They go to the Ap- 
propriations Subcommittee. It is a permanent authorization. 

Mr. Gwinn. So the source of it is from this committee originally. 

Mr. Jupp. That is right. 

Mrs. Botron. The whole information program, yes. 

Chairman Ricwarps. It is operated by an independent organization 
now. We have a new bill on the Information Service coming up. 

Mr. Jupp. It comes in under independent offices appropriations, 
perhaps, or I guess it is in with the Department of State appropriation 
bill. 

Mr. Gwinn. The gentleman from Ohio, who testified before me, 
spoke of the infiltration that is going on through the White Russians. 
Now, here we had a theater company, and those surrounding it also 
infiltrated with leftwing if not Communist personnel. 

Mrs. Bouron. I think there were 3 out of an orchestra of 100. 

Mr. Gwiyn. At least it wassome. At least they had a most cordial 
reception in Russia. 

Now, you could go on with these examples which I know you must 
he tired of hearing. At least, I think I would rather hear something 
else than hear the stories of the failure of our politicians to achieve 
what we hoped the sacrifice might bring. 

I would like to suggest this, if I may, modestly, that you continue 
to hear more of this testimony of the kind you heard from Reisner 
and your other witness who was here after that, Mr. Groseclose, 
was it? 

There is Monsignor LuGatti, of Iowa, who is in the same position 
roughly in the Catholic Church that Reisner is in the Protestant. 
He has just returned from India after 7 month’s residence there. He 
has very definite facts and convictions about this program which are 
impartial. 

_ John Phillips is one of the best informed on what is going on. I 
just hope that the stack of testimony which is now a foot high for 
the Government—in fact, I would think that what happens here 
happens in my committee and in others—by the time you get throuch 
with the 18 or 20 witnesses from the Government and they take all 
the time that they want and your testimony is a foot high by then— 
then when you get to the end, testimony from the individual, so-called 
free American citizen who pays the taxes in this business, is down to 
the point where you can hardly find it. Indeed, we are in such a 
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position here that this committee, like most committees now in big 
Government sit almost as a court of judges and listen to the testimony 
of the plaintiff. It is one of the most dangerous things with which 
we are taced. When you get through with the Government witnesses 
you look around to see where the defendant is. Where is he? He 
can hardly be found. Few individual, free Americans can come for. 
ward and dispute the testimony of the plaintiff in these cases. §p 
what do you do as a court, if you are acting as a court, and without 
independent information, you are likely to render a judgment for 
the plaintiff. It is that kind of thought control we ourselves are 
suffering from. 

I hope you will take that in a friendly spirit. I believe your experi- 
ence is enough like that in other committees that you must be up 
against it for information. I believe this information exists against 
the workability of this program, if we can only get it here. 

May I make another suggestion: That this committee itself set in 
motion a commission—not a President’s commission, not a State De- 
partment commission appointed and selected, but a commission that 
this committee, who are the defenders of the taxpayers and not the 
rubberstamp of a bureaucracy, must set in motion in order to fune- 
tion for the benefit of this committee and the people. 

Chairman Ricuarps. The President has suggested, I understand, 
unofficially, that he would appoint a commission, disassociated from 
the executive department or the Congress, made up of outside people. 
What do you think of that? We have had all kinds of committees, 

Mr. Gwinn. Mr. Chairman, I think our commissions appointed by 
the bureaucracy itself—and it generally works out that way—are 
a disgrace to this country. 

Chairman Ricnarps. How about the ones set up by the President 
to be confirmed by the Senate? What about that? 

Mr. Gwinn. I think this committee right here is bound to get this 
information for itself and ought to decide, itself. 

You have testimony before you now of witnesses that would be 
good on that commission. You trust them. You believe they are im- 
partial. I wouldn’t trust a commission appointed by some bureauc- 
racy. If the President appoints them, his own bureaucracy will 
appoint them. He tried to get a White House Conference on Fed- 
eral aid to education and I am sure he tried his best. Two-thirds of 
them were to be laymen and a third professionals. It ended up ina 
most outrageous control of the whole business by the National Edv- 
cation Association. 

The consensus of 1,800 delegates was written out by Pearl Wana- 
maker, longtime president of the NEA, now superintendent of edu- 
cation in Oregon, 25 years a crusader for Federal aid to education, 
and by Edgar Fuller, executive secretary of the school adminis- 
trator’s committee, a most powerful subcommittee of the NEA. 

And those two persons presumed to summarize the consensus of 
1,800 delegates assembled in the White House Conference. They 
might just as well have had no 1,800 delegates here. The report of 
those two would have been about the same. You could get that kind 
of report if you measure the consensus in terms of your own pre}! 
dices, if you have an opportunity. 
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In this case, why should this committee, who must defend the 
taxpayer—you are spending his money; taking it from him by force— 
not be wholly responsible for its own commission of inquiry? Why 
not get a straight, unbiased appraisal of this business that has cost 
us about $60 billion up to date’ 

Secondly, and with this I must close: When you do get that kind 
of appraisal of what has happened under this program from the point 
of view of the people abroad and I trust from the point of view of the 
people at home you can answer to them whether it is worth the cost. 
You can answer the people; you tell us that they can’t pay the tax 
rates and start their little shops and their progessions and their fam- 
ilies and buy their homes and function as a free people are supposed 
to function. We are failing in that regard. This generation of 
children just getting married, and those 10 years married, possibly, 
are not able to begin to live the life of their parents. They are not 
setting up any funds for their children as their parents set up for 
them. That is the thing that is hitting us. I think this committee 
ought to appraise the whole philosophy back of this new assumption 
of power of the State over our people. I would expect it would be a 
demonstrated failure on the facts. In the same way our own socialism 
is demonstrating itself to be a failure on the facts. Why should we 
finance it, when it weakens the foreign countries into which we are 
pouring our money ? 

Without a reappraisal, I don’t see how this committee or Congress 
can stop the tailspin that we are in. We have no sufficient informa- 
tion. That is obvious. At least, the information seems to be inade- 
quate for the time being, and the compulsion, the very thought con- 
trol of this incredible Government that we’ve got, affects all of us. 
We have no place else to go for information except to the sources 
that you yourselves have been tapping. 

How can we continue a foreign policy which provides a military oc- 
cupation with all its evil consequences in Iceland, for example, do 
good with $30 million or $40 million spent out of another hand in 
the Federal Government? It is completely lost. Certainly the mili- 
tary occupation offsets any good that we might be doing as a Gov- 
ernment. Indeed, I see that Iceland has invited us in no uncertain 
terms to leave the little island. On the basis of the facts it appears 
that they are warranted in doing so. 

Now, if this accumulation around the world of specific examples 
can be documented and brought together, I think this kind of activity 
will be shown to be most unpopular—one of the most unpopular 
among our own people. It apparently is abroad, too. 

While I don’t pretend to be able so far to see the reversal of our 
own variety of socializing (now 20 percent of our total product in the 
United States comes through Government production), at least, those 
of us who believe the way we do can keep trying. I appreciate the 
time you have given me, Mr. Chairman. 

Chairman Ricwarps. We appreciate your coming up here, sir, and 
giving us the benefit of your views. 

Are there any questions? 

Mr. Vorys. Mr. Chairman 

Chairman Ricnarps. Mr. Vorys—— 

Mr. Vorys. Mr. Chairman, I think we are all impressed with the 
problem that our beloved colleague presents to us. I am not sure about 
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the solution. I think it was 33 years ago when I was in the Ohio 
House of Representatives with Bob Taft when he said to some of | 
that legislative committees had become—he didn’t say a court, but he 
said had become juries to try the facts which were presented by the 
executive departments. Your expression along that line is not a new 
concept to me and was one that Bob Taft labored with, even at the 
State government level and, of course, it is even more true when you 
get to Washington. ied oa) CHONG : 

But we have here certain responsibilities. It is quite true that wit- 
nesses other than Government witnesses, we have not heard so many 
of. We find that so often they don’t have all the facts. We get many 
suggestions, not only from witnesses, but in the travels and in the in- 
formal interviews members of this committee have, we get specific 
criticisms which we take up and review with the Government wit- 
nesses and if we are not satisfied we then try to reflect the criticisms 
in the legislation. 

But, when it comes to calling on somebody outside this committee, 
outside Congress to review this, I wonder if it isn’t a case of “Officer, 
‘alla policeman.” Just because it is an enormously difficult total task 
that we are faced with. We in this committee cannot evade the task 
by trying to let George do it. That is why I have not been deeply 
impressed with the proposals for reappraisal. I have been on a couple 
of reappraisal committees and commissions, joint committees of the 
House and Senate, and the Randall Commission, created by law. | 
am certainly unwilling to say that the Herter committee and the Ran- 
dall Commission didn’t do beneficial work, but they had limited ob- 
jectives and a somewhat limited field of activity. 

Here, where the proposal involves the reappraisal of our entire 
foreign policy—because I assure you that our whole policy is woven 
together in this—I doubt if we can set up any mechanism better than 
the committee and congressional system that has served us so far, that 
will settle it for us. I am perfectly confident no matter what any 
outside group brings in, Congress and the Executive are going to have 
to pass on it. 

Mr. Gwryn. In the first place, Congress is now so overwhelmed. 
Imagine the Appropriations Committee trying to get at this after it 
passes you. The thing is so sad to one who is trying to observe what 
goes on, that you wouldn’t think we were living in a country supposed 
to be as competent and efficient. They can’t even begin to get into the 
little items with any degree of assurance. They are subject to the same 
limitations that this committee is. What do the Federal bureaucracies 
interested in this thing say tothem? They don’t even see, very often, 
private witnesses like you had here—like Reisner, for example. And 
they themselves are then the captive committees of Congress doing the 
bidding of the bureaucracy. 

Now, after all, the fundamental thing that I have tried to say is that 
no government on earth can function the way we are trying to function 
and cover the extent of the business we are in, a great deal of which 1s 
illegitimate. That is my point. Unconstitutional, if we practice the 
same theories of unconstitutionality that we did up until 25 years ago. 

Chairman Ricnarps. That is where I disagree with you. I think 
there are governments that can do that kind of thing—Russia ca! 
function that way. What you say really is an indictment of our sy 
tem of government. 
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Mr. Gwinn. After all, Mr. Chairman, we are doing a great many 
things just like the Russians are doing, if we go to that extent. 

Chairman Ricuarps. The Russians don’t have to have committees 
and commissions. They may have one committee way up at the top, 
and that’s it. You have to take what it decides as final. 

Mr. Gwinn. I think the testimony and the facts that we have in 
our case today show that the Russian system breaks down and to the 
extent we are socializing our economy and hekping India socialize its 
economy by giving money to the powerplants and the railroads and the 
transportation systems that are all socialized over there, we are mak- 
ing them go deeper toward Russia than we are freeing them. 

Chairman Rrcuarps. Would it have been better if we had let them 
alone! : 

Mr. Gwinn. Why, certainly. 

Chairman Ricwarps. What kind of shape do you think Europe 
would be in if we had no programs over there ? 

Mr. Gwinn. I don’t think we would have let them alone. I think 
India would have had some communication with the free citizens of 
this country, if the Government hadn’t preempted the field. I am 
talking about the traders, missionaries, and people who have been 
establishing good will in the world until this Government got into 
the business of thinking it could take the place of that. It can’t do it. 
I don’t think we can double our socialistic supports abroad and do an 
better than we have. We are supporting either socialists or half- 
Communist governments for the most part. Now, how are we going 
to free that world by entrenching the dictatorships or those who hap- 
pen to be in control of those economies, to entrench themselves with 
our means? 

I think it is inconsistent to talk about sending freedom around the 
world when we are actually entrenching these powers against our- 
selves. 

Suppose Britain had sent over $3 or $4 billion a year to help Harry 
Truman and his administration to help him win the election. The 
Republicans would have been fit to be tied and Harry would be, too. 
Everybody would have been mad. Just as I think most of these coun- 
tries are mad at us for exactly the same reason, and they are going to 
continue to be mad at us. 

Chairman Ricwarps I judge that you think the Republican admin- 
istration hasn’t done much better than the Democratic administration. 

Mr. Gwinn. Well, we are giving the darned thing respectability. I 
think that is worse. 

Thank you very much, Mr. Chairman. 

Mrs. Bouron. Mr. Chairman, I would just like to ask the gentleman 
something, if I may. ' 

Mr. Gwinn. This is going to be tough, I know. 

Mrs. Boiron. No, it isn’t. I just want to get my own records straight 
because I was in Ethiopia recently, and I am interested—was it a 
Member of Congress who was there in Ethiopia who told you we were 
doing nothing in Ethiopia ? 

Mr. Gwinn. No, no, I didn’t say that. He asked the Ethiopian if 
the Ethiopians were going to join in this Aswan Dam, and the Ethi- 
opian said they weren’t going to do anything because they were friends 
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of the United States. Well, that meant that they weren’t going tod | 


anything and weren’t going to be for the Aswan Dam. 

Mrs, Bouton. They are doing a beautiful point 4 job out there. The 
people I talked to out there gave me a little different picture of it, 
I was interested in the statement that you couldn’t be a friend of 
America and do anything with the waters of the Nile. 

Mr. Gwinn. The point is you have to deal with Ethiopia the same 
as you did with Colorado and Utah and the other States and that 
hasn’t been done yet. 

Mrs. Boiron. Oh, yes. The Ethiopians have been talking with the 
Egyptians and the Syrians. 

Mr. Gwinn. And they haven’t come to any agreement yet. 

Mrs. Borron. And you haven’t come to an agreement out West. 

Chairman Ricnarps. I did hear this about the Ethiopians, that they 
were negotiating with the International Bank or somebody for an $1s 
million loan to improve their highways. ‘They scrapped the whole 
thing and said, “What’s the use in doing that when you can get it from 
the United States for nothing?” Somebody told me that, I don’t 
know whether that is true. 

Mrs. Bourton. I would like to thank the gentleman very much, Mr, 
Chairman, for giving us his point of view. I think all of us want to 
hear all sides of all these matters and I know how deeply the gentle- 
man feels about this. For myself, I am very grateful that I have been 
here this afternoon to hear his presentation of it. 

Mr. Gwiyn. Thank you very much. 

The World Bank is another answer to this. They have loaned 
money all around the world and they have been paid back on a record 
that is perfectly tremendous. It is gratifying and hopeful. Now 
why should the Government let those people drag their feet around 
the world when they could borrow on a legitimate basis. They drag 
their feet because Uncle Sam is coming to town—they hope. 

Mr. Vorys. A comment on that: I don’t know whether you know 
it, but I have been urging that more and more of our program should 
be in loans. We hear constantly in opposition to that that fuzzy 
loans are worse than grants. 

Our government-to-government loans have been a net asset in 
the past year in that we have received more payment in interest and 
principal than we have made in loans. I happen to feel that if 
more of this program had in the past been made by way of loans, 
we would be better off and the world would be better off. 

Mr. Gwinn. Well, choose the World Bank, though, as individuals, 
again. Yesterday you chose the teacher or missionary to do the job. 
It is a different institution from a political government, that can't 
be relied upon from administration to administration, or Congress 
from year to year. 

Now the politicians always want something back or the politician 
is suspected by everybody who takes our money that he wants some 
thing back, and he is about right. 

Chairman Ricnwarps. Thank you. 

We are glad to have as our next witness, Representative Thomas L. 
Ashley from Ohio. 
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STATEMENT OF HON. THOMAS L. ASHLEY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OHIO 


Mr. Asutry. Thank you, Mr. Chairman. It isa pleasure to appear 
before your distinguished committee this afternoon on a matter which 
I believe may be of some interest to you and to your colleagues. 

I have reference to an administrative procedure of the International 
Cooperation Administration which I believe is subject to some ques- 
tion and which certainly deserves close scrutiny. 

This procedure is that of purchasing certain commodities on a 
worldwide basis, regardless of certain economic conditions which 
exist with respect to this country. 

All of you, I am sure, will recall that one of the primary objectives 
of the ECA program was to reestablish some kind of international 
trade pattern and to that end it was considered desirable to supply 
local requirements not only from the United States, but from other 
countries which historically or otherwise appeared to be natural future 
supply sources. This was and continues to be a worthwhile objective, 
but I believe that it must be subject to refinement in the light of 
changing circumstances and additional knowledge gleaned in recent 
years. 

At the present time, section 509 of the Mutual Security Act pro- 
vides that procurement of nonagricultural commodities shall be at 
the lowest free world cost. In a recent secretariat memorandum, Mr. 
Hollister stated : 


This is not to be interpreted as making the “lowest cost” the only governing 
factor in determining the source of procurement. There is a need to make certain 
that other bids by or purchas2s from foreign suppliers be evaluated in terms of 
other relevant factors, such as quality, specification, and design, terms of de- 
livery and so forth, as well as price, so as to insure that the United States and 
the beneficiaries of our dollar aid will receive full value for the expenditures. 

Now, as an illustration of the advantage in freight rates which some 
European countries enjoy which are not available to American sup- 
pliers, I think it is interesting that the rate from Liverpool to Bangkok 
on boxed vehicles is 155 shillings, minus 10 percent deferred rebate and 
17 shillings six-pence special discount. American suppliers get no 
such rebates or special discounts on conference lines which our big 
suppliers must use. 

It is also the case, apparently, that special European rates are avail- 
able for countries where payment is made by ICA dollars. While 
the rate from Liverpool to Bangkok is 155 shillings as previously 
mentioned, the rate from London to Saigon, which is a considerably 
longer haul, is only 110 shillings. 

It has also come to my attention that on several occasions, ICA 
missions, in Indochina, for example, have written specifications based 
on a European product instead of an American product, when both 
were generally comparable. There is a considerable question in my 
mind whether American manufacturers should have to compete on 
the basis of European specifications, especially where no historical 
trade patterns have existed between the European country and the 
country buying with our dollars. 

The particular point that I am making, Mr. Chairman, is that other 
relevant factors should be taken into consideration in determining 
lowest free world cost. 
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In the automotive field, for example, it seems to me that avail. 
ability of spare parts, quality of the distributor organization, the 
ossible existence of licensing agreements, and assembly plants and 
ocally owned distributor organizations in accordance with the wishes 
and policies of the local government, are all factors which are ex. 
tremely pertinent in determining lowest cost. 

I think it may be well to illustrate this point by citing a company 
in my own district, Willys Motors, Inc., which, as many of you knov, 
is one of the few remaining independent manufacturers in the auto. 
motive field. 

Willys has recently set up an assembly plant in Indonesia with 
most of the control in Indonesian hands, Yet this plant is being 
forced to compete with British Land Rover on the basis of the locally 
assembled vehicles having to be shipped from the United States. In 
other words, there is no advantage to either us or Indonesia in estab- 
lishing the assembly plant in that getenaad 

On the contrary, it places the assembly plant at a real economic 
disadvantage. 

These are matters which I believe warrant attention because it seems 
to me that the concept of worldwide procurement generally speaking 
is valid only if American manufacturers are given equal opportuni- 
ties. With respect to such countries as Formosa and Korea where 
no European manufacturers have enjoyed much trade and where sub- 
stantial aid programs are being used primarily to underwrite defense 
efforts, it doesn’t seem fair to American manufacturers to have United 
States aid programs finance a large volume of European imports to 
or competitive disadvantage of American industry and American 

abor. 

In short, Mr. Chairman, where there is little chance of long-term 
European trade materializing on normal commercial terms, it would 
seem to me sound policy to give American manufacturers at least an 
even break—if not a better than even break. 

Chairman Ricuarps. Do we have any freight experts here? 

Mr. Jupp. It is not considerably longer from London to  * 
than from Liverpool to Bangkok. It is the other way around. You 
have to go past Saisie on the way to Bangkok. It is a little shorter 
from London to Saigon. 

Chairman Ricuarps. Now you are talking to a man who has walked 
ever al] that territory. ' 

Mr. Asutxy. I would contradict him only when I have proof pos'- 
tive before me. 

What I have specific reference to, Mr. Chairman, is this memo 
randum of Mr. Hollister in which he sets forth the criteria in estab- 
lishing lowest cost with reference to the worldwide procurement. lt 
seems to me that it might be well for attention to be focused on this 
so that legislative intent will be known to those administering the 
programs. In other words, if this committee agrees with some of 
the points that I have raised, it would seem to me that it would be 
well to have a guide established in some form or other for the admin 
istration to follow. 

Chairman Ricwarps. Would you mind having the legislative ex- 
perts draft an amendment which we might consider when that part of 
the bill comes up, to meet the situation you are talking about! 
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Mr. Asutxry. I will be very pleased to have that done. ' 

Chairman Ricwarps. We will discuss it when we write this bill. If 
vou will do that and give it to the clerk, we will consider that. 
’ Mr. ASHLEY. Mnentuansa very much, Mr. Chairman. 

Chairman Ricwarps. I think you brought up a very interesting 
point there and I appreciate your coming before the committee with it. 

Mr. Asniey. Thank you. 

Chairman RicHarps. Are there any questions? It is hard for a 
member to question you on it when they haven’t all the facts. 

Mr. Asutey. I quite appreciate that. 

Chairman RicHARDs. i are correct, that should be looked into 
and we will look into it. 

Mr. Asutey. Thank you, Mr. Chairman. 

Chairman Ricuarps. Thank you very much. 

I have no other Members of Congress to be heard. There were 1 or 
2 others, but they could not get here and may submit statements. 

(The statements referred to are as follows :) 


NTATEMENT OF Hon. FRANCIS E. WALTER ON THE MOVEMENT OF EUROPEAN REFU- 
GEES From COMMUNIST CHINA THROUGH HONG KONG UNDER THE AUSPICES OF 
THE INTERGOVERNMENTAL COMMITTEE FOR EUROPEAN MIGRATION 


This report on the movement of EBuropean refugees, mostly White Russians, 
from Communist China through Hong Kong to countries of overseas destinations 
since 1952 is based in part on information and data supplied originally by the 
Department of State, the International Cooperation Administration, and the 
Intergovernmental Committee for European Migration, but results primarily 
from a personal inquiry in Hong Kong where the author of the report had the 
opportunity, early in February 1956, to consult with United States and interna- 
tional officials directly concerned with the movement in question. The report 
contains facts concerning the problem developed through the inquiry in Hong 
Kong and findings and conclusions concerning the nature of United States in- 
terest in the problem of European refugees in Communist China and the extent 
to which United States objectives of a humanitarian, political, and security 
nature are being secured by participation in the international effort to rescue 
these refugees from their Communist oppressors. 

The Intergovernmental Committee for European Migration, composed of 26 
vovernments, was established on the initiative of the United States Congress at 
Brussels in 1951 and has been the subject of previous reports to the House by 
subcommittees of the Committee on the Judiciary, notably House Report No. 
1570, 84th Congress, Ist session, entitled “Intergovernmental Committee for 
European Migration and Immigration to the United States.” 

The problem of European refugees in Communist China was discussed at 
length in hearings before House and Senate committees prior to the adoption of 
the Refugee Relief Act of 1953 as reported in hearings before Subcommittee No. 1 
of the Committee on the Judiciary, House of Representatives, 83d Congress, 1st 
session, on bills to provide for an emergency immigration program, serial No. 4, 
pages 227-239, and hearings before the subcommittee of the Committee on the 
Judiciary, United States Senate, 83d Congress, 1st session, on S. 1917, pages 169— 
174, The evidence presented at these hearings was largely responsible for the 
inclusion of section 4 (a) (11) in the Refugee Relief Act of 1953 providing for the 
ay ge to the United States of 2,000 refugees in the Far East nonindigenous 
to the area. 


BACKGROUND OF THE PROBLEM 


After the Bolshevist revolution in Russia in 1917, some 75,000 Russian refugees 
fled across Siberia to Manchuria and China. Some 50,000 settled in Manchuria 
and 25,000 in north and central China. They consisted largely of professionals, 
businessmen, engineers, artisans, and those engaged in the personal services. 
In the period between the two world wars they were able to become reasonably 
self-dependent. In 1939 the Russian refugees in Shanghai were joined by other 
European refugees from central and eastern Europe, many of whom were Jewish 
refugees from Nazi Germany. 
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Between 1945 and 1947 UNRRA assisted the European refugees in China, put 
did not extend operations to Manchuria. Between 1947 and January 1952, the 
International Refugee Organization registered and assisted some 29,000 European 
refugees, chiefly centered in Shanghai. IRO also was able to assist those in Map. 
churia. Of the 29,000 registered by IRO, some 23,000, including 15,000 Jewish 
refugees were assisted to resettle in overseas countries prior to the entry of the 
Chinese Communist armies into Shanghai in 1949. 

When the Soviet forces occupied Manchuria in 1945, all persons of former Rus- 
sian nationality were forced to register at Soviet consulates and to accept Soviet 
foreign passports. There was no opportunity to escape from Soviet controls 
in Manchuria. In China the Chinese Nationalist Government between 1945 and 
1949 encouraged the departure of Eurepean refugees but also insisted that refpy- 
gees remaining possess identity documents. Such documents became a necessity 
for employment and although the pressure in China upon the refugees to accept 
Soviet identification papers during this period was not as great as in Map- 
churia, many accepted these documents as a matter of economic necessity and 
others as a result of confusion as to what the future held in store for them, 
These Soviet passports were in effect only certificates of identity in Manchuria and 
China. They did not confer on the holders the rights of citizenship or even of 
protection in a foreign country. They specifically did not permit the refugees 
to return to the Soviet Union. For this purpose a special visa was required which 
was issued only on criteria known to the Soviet authorities. 

In 1946 a general amnesty to all Soviet emigrés was declared by the Soviet 
authorities in Manchuria and China. This was accompanied by widespread 
propaganda in the press detailing alleged changes in political, living, and working 
conditions in the Soviet Union which did not prove convincing to more than a small 
minority of the Russian refugees. Having fled from the Soviet Union earlier, 
they were not prepared to succumb to Soviet blandishments when they were 
overtaken a second time by Soviet power. In spite of the amnesty some 10,000 
Russian men were arrested in Manchuria and deported to the Soviet Union re- 
gardless of family ties and responsibilities. Thousands of women, children, and 
old people were left defenseless and without material support. 

Between 1950 and 1954 the Chinese Communist Government did not appear to 
present other than bureaucratic police obstruction to the departure from main- 
land China of those refugees who could obtain visas to other countries. The 
attitude was “Asia for the Asians’ and one of indifference as to where the 
refugees went as long as they left mainland China. In the meantime the eco- 
nomic situation of the refugees rapidly deteriorated as a result of Chinese 
Communist controls and they became entirely dependent upon their savings for 
a livelihood. Some assistance to the sick and most destitute was made possible 
through the Office of the United Nations High Commissioner for Refugees which 
maintained the former IRO office in Shanghai. 

The desperate plight of the refugees during 1952 and 1953 became known to the 
voluntary agencies through thousands of letters from the refugees which in 
themselves identified the writers as desiring emigration and thus hostile to 
both the Soviet and Chinese Communist Governments. The voluntary agencies 
received equally urgent appeals from the relatives of the refugees who had suc- 
ceeded in emigrating earlier to overseas countries. With the assistance of these 
relatives, the volunteer agencies were enabled to secure visa assurances from 
the countries of reception involving all the procedures of identification, docu- 
mentation, medical examinations, and security investigations which have re- 
sulted, often after a waiting period of over 2 years, in the final departure through 
Hong Kong of some 6,124 refugees between March 1, 1952, and November 30, 
1955. The voluntary agencies were equally assisted in this effort by the lively 
interest in the problem of many of the member governments of ICEM and of the 
Executive Committee of the United Nations Refugee Fund, such as Australia, 
Brazil, New Zealand, Canada, and the Benelux and Scandinavian countries. 
Other western European governments whose nationals were included among the 
refugees readily accepted them in repatriation. Over 350 institutional cases and 
their dependents were placed in homes in European countries for permanent 
care, 

In 1954 the Chinese Communist Government suddenly required all applicants 
for exit permits to have their names removed from the registers maintained at 
the Soviet consulates. This action coincided with renewed redefection cal- 
paigns on the part of the Soviet authorities aimed at inducing the refugees t 
return to the Soviet Union. This interference by the Soviet Union in the internal 
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affairs of a foreign state is illustrative of the relations existing between the two 
Communist Governments. It is noteworthy that repatriation was not carried 
out by physical force, even though great economic and political pressures were 
brought to bear. Only a small number of the refugees, however, chose to return, 
some motivated by the desire to join close relatives and others as a matter of 
physical survival. 

As a result of these actions many refugees who had already prepared for their 
departure were placed in an impossible situation in which the problem of sur- 
vival became the order of the day. Nonetheless, they remained steadfast in 
their opposition to the Soviet regime. Only 358 refugees secured exit permits 
in the first 6 months of 1955, compared with 1,450 in 1954 and 4,228 in the period 
hetween February 1, 1952, and December 31, 1953. Possibly because the redefec- 
tion campaign was not succeeding the number of exit permits granted showed 
a tendency to increase slightly in December 1955 and January 1956. 

The age and sex distribution of the 6,000 who departed from mainland China 
between 1952 and late 1955 shows a preponderance of women and of old people 
and children. Less than one-quarter of both males and females fall between 
the age group of 21 to 40 and information supplied at Hong Kong indicated that 
in the majority of instances persons in this age group were accompanied by 
older and younger close relatives. 

The movement of refugees out of Hong Kong by ICEM has been financed 
by a revolving fund known as the IRO Trust Fund, made available to ICEM 
for administration from the residual assets of [RO which terminated its activities 
in 1952 before the problem of refugees remaining in Communist China had been 
resolved. In addition, the following member governments of ICEM have made 
contributions especially allocated for this purpose: Belgium, $100,000; Canada, 
$100,000; Denmark, $30,000; Netherlands, $14,793; Norway, $13,993; Sweden, 
$22,400; Switzerland, $46,729; and New Zealand, $28,000; total, $355,915. The 
United States escapee program also reimbursed ICEM for the movement of 
812 escapees accepted as eligible under the criteria of the program in the 
period between May 1954 through December 1955. These reimbursements 
totaled approximately $300,000. The United States funds made available by 
appropriation for direct contribution to ICEM are restricted solely to the move- 
ment of migrants and refugees out of Europe. 


PRESENT SITUATION 


Some 15,000 European refugees remain in Communist China for whom visa 
assurances are presently available for 6,128 specifically named persons. The 
visa assurance is evidence that a receiving government after its own security 
and other investigations, including the assurance of reliable sponsorship, is 
prepared to issue a final visa subject to later proper identification of the refugee 
in question, qualification under the required medical standards, and the posses- 
sion of an exit visa from China and a transit visa through Hong Kong. The 
consuls of receiving governments are assisted in the final check of all qualifica- 
tions by the Administrator of the ICEM-United Nations High Commissioner 
Office in Hong Kong. These procedures require more than 2 years in time in 
most instances and in the case of applicants for United States visas some 6 to 8 
months longer. 

The British authorities in Hong Kong conduct their own separate investiga- 
tions before issuing the transit visa and only do so on evidence that the 
refugee has a firm visa for an overseas destination. The United States consul 
in Hong Kong cannot give any assurance of the issuance of a visa until the appli- 
cant has been finally examined in person at the consulate in Hong Kong. To meet 
this situation, certain Western European governments have made alternate 
visas available in order to insure transit through Hong Kong. These alternate 
visas have been finalized in only four cases of aged persons accepted by Denmark 
because their waiting period in Hong Kong was prolonged. One of the four 
secured a United States visa later in Denmark. Such alternate visas have 
never been used on behalf of an applicant rejected for a United States visa on 
security grounds. 


FINDINGS AND CONCLUSIONS 


There was no evidence adduced that any of the refugees departed or applying 
for assistance in emigration were recent arrivals in Communist China. 

None who have returned to the Soviet Union as a result of force or voluntarily 
have been known to return to Communist China. 
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The Russian refugees in Communist China are known to each other and haye 
such a group hatred of the Soviet regime that they would readily denounce 
defector in their midst. This fact is an important asset in the security controls 
exercised in the issuance of visas to the free world. 

The situation of these refugees is far more desperate than that of the refugees 
in the asylum countries in Europe who have already been admitted to the free 
world. By applying for emigration, they have announced their hostility to 
communism and yet remain within the controls of a Communist Government 
which for its own international purposes stops short of forcibly repatriating 
them to the Soviet Union. Furthermore, there are no borders of Communist 
China over which they may escape at their own risk as in Europe. 

It is in the humanitarian and political interest of the United States that the 
effort to rescue these refugees should continue. 

United States countermeasures to the Soviet repatriation campaign should be 
applied in the Far East as well as in Europe. 

To do otherwise would not only sacrifice the lives of thousands of stanch 
enemies of communism, but would contribute substantially to current Soviet 
objectives. 

While it is conceivably possible that a saboteur may slip through into the 
free world, the security safeguards established in the Far East appear as ade- 
quate to prevent this as those currently in effect in the emigration process in 
Europe. 

It is concluded therefore that the risk of this eventuality is comparatively 
small and far outweighed by the humanitarian and political objectives to be 
served by a continuance of the emigration. 

These conclusions are apparently shared by other friendly governments which 
have not only received these refugees, but contributed liberally to the cost of 
their movement. 


Travel documents in the possession of refugecs who departed from Hong Kong 
between. 1952-55 


Travel certificates issued by the IRO or the Office of the United Nations 


High Commissioner to stateless persons___.....--.-..-..-_--------.-- 35, 865 
CT a, tee es OD nn ete nenldeinin tore eens enie Hidde tiiiaied ae, . 1,3% 
Hong Kong government affidavits__._..._.__._._._.-_______-- aia a, 3 
EEC, BUN TE I Gi a eit neni cndcinmanoe 6 
National passports of other free world governments____---__-__________- 652 
London agreement travel documents__.-_-.___-_------_.--_--__--___-- 8 
PO TOOGNEN CVO oe eek ea ae i ek es 132 

mr i Sy I er ee ee ad iba ee ea 6, 061 


Distribution by destination and period of departure of refugees moved by the 
Intergovernmental Committee for European Migration from Hong Kong 


From Feb. 1, 


From Jan. 1, From Jan. 1, 














Countries and immigration 1952, to Dee. 1954, t» Dee. 1955, to June Total 
31, 1953 | 31, 1954 30, 1955 

Argentina - a | 40 | 3 . 43 
PE ccncwagnnide sbestennunpaintias 757 | 298 | 69 1, 124 
MN. utds tLe aie sare. Ali 2,010 | 560 | 115 2, 68% 

nih didblinabdaibapaiaibiwiindieealhiiok oe% 207 | 13 | 2 222 
EE ei bier cntatke inden nee ween eben meat 27 | 14 | 27 68 
NE Nene duh adh sage wccnebgntnaky: | 215 | 30 | 19 264 
United States sb 72 | 52 | 365 | 159 
Recast sitbcownieis «oe ct 8 | 5 | 2 15 
Nh ee nn tee aes 892 475 | 89 | 1, 496 


WS oadicubenunieaesd 4, 28 | 1, 450 | 35a | 6, 03 
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Sponsorship statistical analyses of Europe refugees ex mainland China from 
i Mar. 1, 1952, through Nov. 30, 1955 


Agency Total 
World Council of Churches_---~--------------------------------------- 4, 370 
National Catholic Welfare Conferences____- ---------------------------- 417 
American Jewish Joint Distribution Committee_-_-.-------------~---~~-~- 206 
United Hebrew Immigrant Aid Society__----------------------- eee Se = 


Individuals_ ~~~ ------- -- - = — = 3 9 sn en nnn nnn naa 


Total___---------------------~-----+---+------------------------ 





STATEMENT OF Hon. FRANK THOMPSON, JR., A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF NEW JERSEY 


Mr. Chairman, I am grateful for this opportunity to testify in behalf of the 
mutual-security program for fiscal 1957. My support for the general purposes 
of the program is most emphatic, but I do object, as you shall see, to the emphasis 
and omissions which the proposals of the administration reveal. 

Although not a member of this committee, I have followed with the utmost 
interest the testimony which you and the Senate Foreign Relations Committee 
have been receiving, particularly from the administration witnesses. One con- 
clusion which I have reached about this testimony is that military necessity 
forms its leitmotiv. Not only are the President’s resquests wrapped up in cate- 
gories which trumpet the military-defense aspect and soft-pedal the nonmilitary, 
but also the supporting testimony consistently sounds the note of hardheaded 
American military need. One almost wonders, after hearing such advocacy, 
why we bother with the relatively insignificant technical-cooperation and develop- 
ment-assistance programs at all. One wonders too how anxious the nations who 
are slated to benefit from such assistance will be to receive their grants when 
they learn of the military context in which they were pushed through the 
American Congress. I hope that the Embassies of Asian countries which read 
the administration’s testimony for this legislation will take care to explain to 
their governments that the appeal of military necessity is a traditional sales 
technique on Capitol Hill. 

If the nations which we propose to help through this legislation took the ad- 
ministration spokesmen completely at their word, I fear they might be fright- 
ened into other hands than our own for economic assistance. On the basis of 
much of the recent testimony, our own hand of economic aid lifts and pushes 
with the same motion. It lifts a nation’s economy and pushes it into a more 
military posture. Our aid programs are described by the Secretary of State, 
before this committee, as purely American in their origin, designed for our 
benefit, to economize on our defense needs, focused where we want them, and 
then worked out if possible in cooperation with the nations which receive them. 
Such a description may make the program more palatable to many American 
taxpayers in an election year, but I rather doubt that we can go on talking 
this way before a worldwide audience if we expect to retain the cooperation and 
respect of the underdeveloped nations which now receive such a large share 
of our aid. No longer can we offer foreign-assistance programs designed in 
Washington with the assurance that if the needy nations do not accept our offer 
they will simply have to go without. 

The Soviet Union has entered the field of economic and technical assistance 
and they have certain great advantages over us. The Soviet foreign-aid pro- 
moters do not have to justify the expenditure of huge sums before a parliamen- 
tary forum such as ours. Not only does their dictatorial system of government 
not require it, but also much of what they offer abroad is based upon barter 
arrangements which their economy can easily support. Consequently, the 
agreements which they are ready to make do not become shrouded in the calcu- 
lating self-interest which is wrapped about our own expenditures each year in 
Congress, The self-interest of the Soviets undoubtedly underlies their offers, 
but their system and their economy permit them to avoid professing it. In 
comparison, the United States must seem blatantly selfish as our program has 
been presented this year. 

This situation strikes me as terribly serious, Mr. chairman, because we are 
only beginning to experience it and we cannot accurately predict its effect. I 
regret that the administration has not demonstrated more sensitively to the 
changed environment in which our economic and technical-assistance programs 
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must henceforth be carried out. The present requests are made in the same 
manner as they were in the days when we had a monopoly in the economie. 
aid field, and the closest thing to recognition of the radically altered circu. 
stances in which we must operate is the administration’s acceptance of Senator 
George’s suggestion that a special study be undertaken of the entire program, 
Perhaps the exigencies of preparing budget requests many months in advance 
have precluded the kind of ready adjustment to the Soviet economic offensiye 
which we would like to see in the President’s requests for fiscal 1957. Yet, evep 
conceding such an explanation of the lack of fresh ideas in these requests, there 
are certain omissions from this proposed program which to my mind should be 
rectified now, without the need of any further study. 

The project which I believe is essential to include in next year’s mutual- 
security program is a United States contribution to the Special United Nations 
Fund for Economic Development. This special fund, which is commonly known 
as SUNFED, is an American idea, which has been supported repeatedly by our 
delegations to the United Nations General Assembly, but which has never been 
put into action because of our refusal to make any financial contribution. Only 
2 months ago, 2 distinguished members of this committee, Mr. Brooks Hays and 
Mr. Chester Merrow, issued their report on the 10th section of the General 
Assembly of the United Nations at which they, as American delegates, pro- 
pounded the official United States position that the actual creation of SUNFED 
must await the time when substantial savings have been effected through reduc- 
tion of armaments. In their fine report these Congressmen professed their 
disagreement with this inflexible approach, stating that they “believe that the 
United States must not unequivocally insist upon postponing a start toward aid 
of this type until disarmament becomes a reality.” Furthermore, they ex- 
pressed the view that it would be “of tremendous value to the United States” 
if we would be prepared at the next meeting of the SUNFED committee to offer 
constructive modifications of the plan which, if accepted, would enable us to 
participate. 

This is very much needed advice. It is quite incongruous for the United States 
to find itself as the major stumbling block to the creation of SUNFED, because 
our Government originally developed the concept of such a special fund. One 
of the most vigorous suggestions for such a fund was made in the report of the 
United States International Development Advisory Board on March 7, 1951. 
This Board, appointed by President Truman, was under the chairmanship of 
Nelson Rockefeller, who only recently terminated several years of service under 
President Eisenhower. 

In spite of the national emergency of the Korean war at the time which this 
Board drew up its report, they declared that “strengthening the economies of the 
underdeveloped regions and an improvement in their living levels must be con- 
sidered a vital part of our own defense mobilization.” The Board recommended 
that an international development authority be created to finance a portion of the 
cost of public works which are essential to the underdeveloped countries and 
which cannot attract loans from existing financial agencies. To use the language 
of economists, this report recommended an international fund, making “the fullest 
use of the United Nations and other international organizations,” to invest in 
non-self-liquidating projects, to provide the fundamental economic structure 
needed in countries before private investment capital can undertake to develop 
their economies. In the underdeveloped areas of the world the prerequisites 
to economic expansion—such as roads, railways, ports and airfield, hospitals and 
schools, irrigation and drainage, clearing of land—most of these must be provided 
before private investors can be attracted in support of self-liquidating or profita- 
ble activities and industries. 

The SUNFED proposal aimed at getting the wealthier nations of the world, 
which developed their economic foundations in the expansive frontier days of 
the last 100 years, to contribute a small amount of funds to an international 
effort to lift their less fortunate neighbors over the first hurdle to economic self- 
development. By combining their efforts through the existing structure of the 
United Nations the “have” nations would give that essential first push, through 
long-term loans or outright grants, to the “have nots” to get them underway 
economically. Once this could be done, the less fortunate nations would be able 
to run on their own resources. The underdeveloped countries could then begin 
to offer to private or public investors transportation facilities for moving prod- 
ucts to market, communication systems, a trained and healthy labor force, and & 
growing managerial class. 
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The logic of this proposal seems obvious to me. One does not need an advanced 
degree in economics to understand the importance of building the basic structure 
of a country before investing in the more complicated economic enterprises which 
will ultimately make it self-sufficient. It is hard for me to understand how a 
nation as proud of its business acumen as is ours can fail to support, with dollars 
as well as words, the SUNFED program. What sense does it make, from a 
strictly financial point of view, to go on investing in technical cooperation and 
economic assistance as we are doing when we refuse to contribute funds which 
would enable the “have not” countries to lay a firm groundwork for the economies 
which we are helping to bolster on a piecemeal basis? It cannot be said that 
these countries can find private investors to develop their schools and hospitals 
and irrigation projects, because these undertakings are not self-liquidating and 
do not attract foreign capital. Only through the beneficence of some private or 
public agency can funds be obtained for such non-profit-yielding investments. 

The Special United Nations Fund as presently planned would begin with 
capital amounting to $250 million, of which the United States is asked to con- 
tribute less than one-third. If our Government would put up the $80 million 
requested of us, the remaining funds would not be long in following. The 
amount which we are asked to contribute is less than half of what the President 
has requested for development assistance in this year’s United States program. 
$80 million is only slightly more than half of the amount that we are asked to 
contribute to our own technical cooperation program. Yet, by investing this 
relatively small amount we would find it trebled through the contributions of 
other members of the United Nations, and we would not need to replenish it 
in the same or larger amounts each year, as we do with our unilateral develop- 
ment funds. 

I realize that it is often argued that United Nations programs do not redound 
to our credit, as our Own assistance projects are supposed to do. Of course, 
many Americans argue that we receive no gratitude whatsoever from our aid 
programs, and, though I disagree with this idea, I do believe that the credit 
which we receive for our projects is less than many taxpayers would like to 
think. Yet, granting that we do make some friends abroad from economic 
and technical assistance, it is time for us to reorient our thinking on this 
subject and drop the purely cold-war approach to foreign aid. Whether we like 
it or not, the Soviet Union has entered the foreign-aid business and we cannot 
hope to keep them out by underselling or trading on our past generosities. 
Instead, it is time for us to adopt an attitude of long-range self-interest, which 
in short-range will be humanitarian and unselfish. We should face up to the 
fact that the economic development of the less-advanced nations of the world 
will be to the greater economic advantage of all trading countries, and par- 
ticularly our own; and we can no longer hope unilaterally to make this economic 
advancement possible and win exclusive political advantage thereby. 

I ask the committee to consider the wisdom of shifting more of our economic 
assistance to the multilateral structure of the United Nations. By so doing 
we challenge the Soviet Union to demonstrate their own professed selfless 
cesire for human betterment by contributing comparable amounts. We also 
increase the economic value of each dollar we invest, because it will be more 
than matched by the contributions of other member nations. We will find too 
that many more projects can be undertaken effectively under United Nations 
auspices than our own, because many nations, for political reasons, are more 
willing to have multilateral rather than United States-sponsored projects under- 
taken within their frontiers. Also, United Nations programs often find personnel 
to draw upon who are more qualified in languages and tropical experience than 
our own. If we are truly interested in our long-range objective of a more 
prosperous world trade, then the above considerations are of great importance. 

Gradually some of our far-seeing leaders in both private and governmental 
positions are beginning to expound this insight. Willard Thorp, the former 
Assistant Secretary of State for Economic Affairs testified before the Senate 
Foreign Relations Committee in favor of SUNFED more than a year ago. The 
present Assistant Secretary for United Nations Affairs, Francis Wilcox, in a 
speech last January to the National Press Club spoke in favor of SUNFED and 
expressed the hope that “ways and means will be found for the United States 
to participate constructively in such a fund.” More recently, our Ambassador to 
the United Nations, John Cabot Lodge, has stated, as reported by the Washing- 
ton Post of April 30, 1956, that the present world situation requires the United 

States to channel a larger share of its foreign aid through the United Nations. 
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The report of the State Subcommittee on Technical Assistance Programs, issued 
on May 7, 1956, states in cautious bipartisan language that an increase in the 
absolute amount of United States contribution to the United Nations programs 
“might be justified”, provided other nations increase their amounts. 

An increasing number of private individuals and organizations have also spoken 
out in favor of more aid through the United Nations and more concentratioy 
upon the humane rather than the cold-war aspect of economic assistance. Chester 
Bowles made a strong plea for our joining SUNFED in a speech to the Cleveland 
Council of World Affairs on April 18, 1956. Adlai Stevenson has spoken in 
similar vein. Victor Reuther of the United Auto Workers and Jacob Potofsky, 
vice president of the AFL-CIO have also strongly supported SUNFED, for many 
years. Mrs. Franklin D. Roosevelt is prominent among the members of a new 
committee to support an expanded foreign-aid program, which strongly urges 
Congress to support SUNFED with an appropriation this year. 

Mr. Chairman, it becomes apparent to me that our situation requires and public 
opinion is beginning to support a new concept of foreign aid which will give 
greater emphasis to multilateral programs and fundamental development, along 
with piecemeal projects. It would be an act of true statesmanship for this com. 
mittee to consider now including the long-awaited United States contribution to 
SUNFED as a part of this mutual security program. Such a step would redound 
to the benefit of our national interests and would win for this committee the 
utmost credit for imaginative response to the changing international situation 
which confronts us. 


STATEMENT OF Hon. DoN HAYWORTH, A REPRESENTATIVE IN CONGRESS F'RoM tHE 
STATE OF MICHIGAN, ON INTERNATIONAL ECONOMIC AND TECHNICAL AIp 


In March 1951 the United States International Development Advisory Board, 
under the chairmanship of Nelson Rockefeller, unanimously recommended the 
establishment of what is now known as the Special United Nations Fund for 
Economic Development, or SUNFED. This project, under the auspices of the 
United Nations, is designed to help fill basic needs for the development of roads, 
railways, canals, port installations, and sources of power in the underdeveloped 
countries. It would also aid in the establishment of schools and _ hospitals. 
SUNFED’s proposed annual budget is $250 million. 

On April 29 of this year Ambassador Henry Cabot Lodge, Jr., said the present 
world situation requires that the United States channel a larger share of its for- 
eign aid through the United Nations. In meeting the challenge of new Soviet 
competition, he said, such a move would offer “some real advantages over a pro- 
gram sponsored by the United States alone.” 

“Multilateral aid,” the Ambassador added, “offers a way to prevent the so-called 
auction which some are trying to promote between the United States and the 
U. 8S. S. R. as to which will spend the most in an underdeveloped area.” 

Yet despite these declarations, the United States has not yet taken a positive 
position on the proposal to establish SUNFED—a proposal which has been before 
the United Nations since May 1951. Our lack of support for SUNFED has been 
a great disappointment to our friends abroad. As the Philippine representative 
to the United Nations, Miguel Cuaderno, has said, “It is indeed disheartening for 
the underdeveloped countries to see this, their white hope, wither away under 
the cold indifference of the metropolitan industrial powers.” 

Surely there is no need to belabor the increasingly urgent nature of programs 
to foster economic development under nontotalitarian auspices in the world’s 
underdeveloped areas. As Walter Lippmann has written, “the new test of Soviet 
competition * * * is certain to dominate much of the world’s affairs in the 
years to come.” Humanitarian and political motives in this field are obvious, 
but the significance to the United States of economic implications of aid to 
underdeveloped areas should not be overlooked. The 1955 total of United States 
exports to the Netherlands, for example, was well over twice that of our exports 
to vast but economically underdeveloped India. Economic development creates 
customers. The increasing prosperity of the world’s underdeveloped areas wil! 
advance, and not deter, our own prosperity. 

Therefore, I urge the committee to recommend approval of the Presidents 
requests for economic and technical aid funds, and further urge that the com: 
mittee recommend that Congress also make provision for United States support 
of the Special United Nations Fund for Economic Development (SUNFED). 
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Four impressive arguments in favor of United States support for SUNFED 


may be summarized as follows: 

1. Our support for SUNFED would demonstrate the sincerity of our interest 
in aid to underdeveloped areas, and would call the Soviet bluff. At the last 
United Nations Assembly the Russians for the first time voiced support for 
SUNFED. A United States challenge to the Russians at the next Assembly 
to channel substantial amounts of aid through the United Nations could have 


only beneficial results. 

» Through a United Nations-sponsored program such as SUNFED, economic 
advances could be facilitated in so-called neutralist countries where governments 
are hesitant or unwilling to accept bilateral aid. The democratic cause would 
still be served by such economic advances, for it is in conditions of poverty 
and squalor that communism thrives. 

2 Other economically developed countries would help support SUNFED. 
Thus the tax burden of economic aid to underdeveloped areas would be more 


widely distributed. 
|. By creating and vigorously supporting SUNFED, we would be materially 
strengthening the prestige and peacemaking potential of the United Nations. 


STATEMENT OF G. CORSON ELLIS, INDUSTRIAL MANAGEMENT 
CONSULTANT 


Chairman Ricuarps. Mrs. Church has requested that Mr. G. Corson 
Ellis be heard, I believe. Come forward, Mr. Ellis. Tell us a little 
about what you have in mind, Mr. Ellis, and something of your back- 
ground, Are you a businessman ? 

Mr. Exuis. I am a management consultant, a partner in the firm 
of A. T. Kearney & Company of Chicago. I am also a vice president 
and director of the Association of Consultant Management Engineers. 

I was in 1953 asked to go to Brazil and Chile to study and recom- 
mend to the then Institute of Inter-American Affairs, the best method 
of implementing industrial point 4 in Chile and Brazil. 

In 1955, I went to India, under contract with FOA, to set up a 
management consulting service, there, with the idea of evolving in 
India an executive and managerial development program. 

In my work as a vice president of the Association of Consulting 
Management Engineers, I am also chairman of a committee which was 
set up to recommend to the Office of Industrial Resources of then FOA, 
a statement of principles and policies which we felt as professional 
people should be followed in the implementation of industrial point 
+. This came about in this manner: The then director of that sec- 
tion, Mr. Herbert Johnston, met me at lunch one day quite by accident 
and asked me what I thought of the program. I told him that they 
didn’t have one. 

He asked if I would write such a program, and at his request, we 
formed a committee of men, five of us, all of whom having had wide 
experience in industrial consultation in foreign countries. 

_ [have a copy of that report, here, but I won’t bother to read it. It 
is rather long. I will be glad to submit it for the committee in case 
they would like it. 

Chairman Ricuarps. What report are you referring to? 

Mr. Exxis. It is a report to Mr. Herbert Johnston, Director of 
Industrial Resources. 

Chairman Ricwarps. I believe it is a little too much to put in the 
testimony, but if you could leave it with us for the consideration of 
the committee in our reference work, we would be glad to have it. 

(The report referred to has been filed with the committee.) 
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Mr. Exuis. I can summarize that report very briefly. 

Chairman Ricuarps. All right, sir. 

Mr. Ex.is. This report is predicated on certain premises: 

1. Management, technical and labor know-how cannot be trans- 
ferred easily or quickly. Any program must envision a long process 
of education, development and training. And I would like to interject 
that training is quite a different thing in management and technology 
than is education. 

2. In underdeveloped countries, the principal need in developing 
an industrialized economy is trained management. In addition, 
trained technicians and trained labor is required. But I should em- 
phasize that capital without management is sterile, and we are making 
the mistake—A mbassador Bowles makes it in his last book—of preach- 
ing the doctrine that what these countries need is capital. Their prin- 
cipal need, in our opinion, is trained men. 

3. Any program will be accelerated to the extent that the investment 
of foreign capital is encouraged, if only because foreign capital will 
bring trained management and trained technicians. 

4. Since the scope of the problem is so vast, and it is normally, we 
can only help those countries who can and will participate in and 
encourage the program. 

There are certain essentials to an industrialized economy without 
which any program will be seriously impeded. And I might say that 
we are not, in our foreign-aid program, emphasizing these essentials. 

These are: 

. A reasonably stable political climate. 

. Reasonably sound governmental fiscal and monetary policy. 

. A favorable atmosphere for the encouragement of initiative. 

. The encouragement of competition. 

. The desire on the part of the people for an improvement of their 
lot, and appreciation of what a better standard of living means, and 
above all, how to achieve it through hard work, good management, 
increased production, and improved distribution. 

Improvement will only take place as individuals with initiative and 
imagination emerge; as examples may be set by the more progressive 
elements of society; as emigration from more advanced areas exert 
a stimulus, or as foreign management may come to remain in residence. 

It should be apparent that any individual program should be adapted 
to the particular ability of the country in question to participate, both 
financially and administratively in the conduct of the program. 

It is, therefore, the view of this committee that: 

1. Technical assistance to primitive economics should be highly 
localized in a relatively few bonis and specific activities embracing 
such matters as transportation, waterpower, power generation, irriga- 
tion, and the very simplest of industries such as the development of 
natural resources. In primitive economies it will be necessary to pro- 
vide management and technical personnel from foreign sources for at 
least a generation, if not more if these institutions are to be properly 
managed after they are built and if personnel of the country is ult!- 
mately to be developed capable of running its industrial institutions, 
simple as they may be. 

2. In semideveloped economies, the emphasis should be based on 
nurturing a seed which is already there by— 
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(a) Cooperating with technical schools and universities in their 
curriculums in order to educate future managers and technicians. 

(b) Stimulating interest in management problems and providing for 
adult education and training in management and technical fields, by 
encouragement of and participation in professional association. 

(c) The establishment of provision for on-the-job training of mana- 
verial and technical personnel through supporting existing profes- 
sional organizations and through training additional professional 
counterpart consultants through work in demonstration plants. 

Only by having our people concerned principally with training na- 
tional counterparts and counterparts in turn concerned with training 
others, can an appreciable impact be made on an economy, even of the 
smallest country. While it may be necessary for the host government 
to subsidize this effort, it should soon become self-supporting through 
fees paid by the clients served. If it does not become self-supporting 
within a period of 2 or 3 years, it is prima facie evidence that the effort 
has failed and it should be abandoned. 

(d) Through the encouragement of the investment of foreign capi- 
tal which should bring appropriate management and technical per- 
sonnel to the country. 

3. The committee sees very little reason to suspect that the United 
States Government can assist materially in improving the standard 
of living of advanced economies except perhaps in the field of ex- 
change of ideas, particularly as to basic managerial and economic 
philosophies. In this respect the so-called productivity teams which 
have been sent to this country from abroad, and vice versa, appear 
to be producing a beneficial result. The committee suggests, however, 
that greater emphasis be laid upon basic philosophy and upon distribu- 
tion problems than has heretofore been the case. 

4. The committee has also made some general observations which 
may be summarized as follows: 

(a) The policies of the International Cooperation Administration 
need to be clearly stated. As far as we know, no such statement exists. 
We have no policy. 

(6) A large majority of present mission personnel is unsatisfactory. 
The quality of personnel in the missions as well as contracting per- 
sonnel must be upgraded. Essentially this personnel must teach, they 
must not expert. 

(c) Grandiose, monumental projects should be avoided. We should 
concentrate on relatively small dispersed development, particularly 
those where the opportunity of training men is greatest. 

(d) Less emphasis should be placed on factory productivity, and on 
technology, with greater emphasis on distribution and overall mana- 
gerial leadership. 

In this connection I would like to make an aside by saying if any- 
body has seen Sears, Roebuck operate in Central and South America, 
they know that one Sears, Roebuck store in one country will do more 
good than all the technical assistance—industrial technical assist- 
ance—put together, that we can ever offer. 

_(e) The employment of technical specialists who would have but a 
limited effect upon the economy of any host country should be avoided. 
Any individual who is sent to a foreign country should be supported 


bya number of nationals who can carry on the work after he has left. 
Our job is training. 
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(7) The futility of attempting to engender good management and 
industrial advancement quickly must be emphasized. Without the 
willingness of the people themselves to participate and work hard, any 
program will fail. ; 

That is the substance of our report and I would like to say this, too, 
that we are very much concerned in our association, which is the only 
representative association of this particular profession, which as some 
of you know, is a relatively new one, we are very much concerned at 
some of the preachments, some of the doctrines which our foreign-aid 
people in industry are teaching. They are teaching, first, that capital 
is the principal need. They are not teaching that men is the principal 
need. 

Second, they are teaching that techniques, such as cost accounting, 
job evaluation, material handling, and things of that nature, which are 
managerial tools, are management. To try to teach those things to un- 
trained personnel is like giving a fine set of tools to a man and telling 
him to build a house without a plan and without his knowing how to 
use those tools. It is a very serious mistake to think that you can teach 
an Indian or a Chilean or anybody, cost accounting and have him use 
it until he learns the basic philosophies of management and until the 
leadership is there which will enable him to use it. 

Mrs, Bouron. Mr. Chairman, may I ask the gentleman if he would 
set me straight: Whom do you mean when you say “they” are teaching / 

Mr. Exxis. Our personne] in the technical cooperation missions. 

Mr. Jupp. Mr. Chairman, might I interrupt to follow up that same 
question while we are on it? 

Why are our technical assistance people teaching things which you 
feel are not the prime ideas or skills to be communicated? Because 
they, themselves, are not drawn from industry and haven’t had the 
experience themselves. 

Mr. Exxis. For the most part. Let me describe the mission in Chile, 
for instance. The head man was an industrial engineer. He was 
fairly good. They had also a man who could tell you how many man- 
hours it took to make a bicycle in the United States, and in Chile, but 
he couldn’t tell you what to do about it. 

They had another man who was a broken-down professor at some 
college who was trying to teach organization, but never got around to 
it. 

Mr. Jupp. You mean he knew it theoretically, but hadn’t had any 
practical experience in organizing ¢ 

Mr. Exuis. That is right. Well, he didn’t have any direction and 
was not well qualified. 

Now, the Chilean mission was an enormous success. Not because of 
our people. The Chilean mission was a success—and I always have to 
confine my remarks to the industrial segment—because they had 
fellow who was educated at Rensselaer Polytechnic, who was a mem- 
ber of one of the wealthy families, he was bound and determined he was 
going to do something for his country and he, today, has broken away 
from the mission and has formed his own consulting firm, he spent 6 
months in my office in Chicago learning our aspect of the business. 
The point I am trying to make is that when this thing becomes self- 
supporting you can break away from the Government and you can 
withdraw your technical assistance. 
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Mr. Smiru. You think that by our present program, we are not 
vetting away? That we are making a contribution which isn’t a final— 
which will bring us a final result as we see it ? 

Mr. Exxits. Again, I must speak from limited experience. 

Chairman Ricuarps. One minute. I would like to say here that 
this is the last witness today, and in the morning we will hear Mr. 
Dulles first in open session and then in executive session. That will 
conclude the testimony on the mutual security authorization. 

Mr. Vorys. What time? 

Chairman Ricuarps. At 10:30 in the morning he will be here. 

Go ahead, sir. 

Mr. Exvxis. We are not sending the proper kind of people. We are 
emphasizing that techniques and technicians are the answer to man- 
agement. 

Now, in India, I refused to bid on the first request that I got from 
the ICA because I did not feel it was sound. It was predicated on 
sending technicians who go into an individual plant, solve that prob- 
lem and go on to the next one, not doing any teaching, not leaving 
anything ‘behind. Unless our program is predicated on leaving some- 
thing behind, we are going to be stuck with this thing for 50 years. 

Mr. SmitrH. Mr. Ellis, in your work in India, did you find the 
Government itself there offering resistance to our idea of a free 
economy ¢ 

Mr. Exuis. Very definitely. 

Mr. Smiru. In other words, are you satisfied that insofar as India 
is concerned he is determined to socialize the entire industrial output 
of that nation? 

Mr. Eustis. The trend would seem to be that way. I do not claim 
to be an expert on India, with 6 weeks of experience. 

Mrs. Cuurcn. I wonder if it would not be interesting to the com- 
mittee to know the threefold mission which you were given. 

Mr. Exsis. When I got this bid and refused it, I said 1 thought 
the proper program would be to send four men over, and I would | go 
over myself, with the idea of doing three things: 

First, cooperating with the educational institutions in their cur- 
ricula. We were not very successful in that, because you cannot 
criticizean Indian. Although we did point out that they were offer- 
ing doctor’s degrees in engineering without a thesis. We thought 
that that was a little naive. 

Secondly, in assisting in the development of these professional as- 
soclations which I mentioned in the brief of the report: We were 
enormously successful in that, for one reason and one reason only. 
Because in Bombay, in Bangalore, in Madras, in Hyderabad, in 
Naigpur, and 1 or 2 other cities, there was a nucleus of people there 
who had already founded these management associations, who wanted 
to get together and talk about things. They wanted to talk about 
organization : they wanted to talk about human relations. 

Mr. Zastockt. May I ask a question: Where have they learned the 
value of that knowledge? 

Mr. Exxis. An awful lot of them are educated in this country and in 
England, and that is where it comes from. 

Mr. Zastockt. Were any of them the products of our earlier aid 
programs ¢ 
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Mr. Exxis. That I cannot say. 

We were not very successful—the Indians were very successful. 
Our people merely stimulated what was already there. And the desire 
is there. 

The third part of our program was to set up a counterpart consulting 
organization to train men on the job. And there are people in India 
who can do this with us. Mr. J. R. D. Tata, the president of Tata 
Enterprises, the largest industrial institution in India, told me this 
is the one thing that India really needs. But what happened? We 
got over there, there was no preparation for us. I would go to cham- 
ber of commerce meetings to promote this idea, speak about it, arouse 
interest. The chairman would say, “I am very sorry. We only have 
20 people here, we usually have 50, but we only received notice that you 
were coming about 2 days ago.” 

There was no planning, and we have no planning. ‘They will tell 
you we have, but we have not. 

It took us from February until October to get permission from the 
Indian Government to hire counterpart consultants. When we did 
hire them we were only permitted to pay them, I think the maximum 
of 200 rupees a month. That is $42. We did not get the caliber of 
men that we need to provide the ultimate leadership. 

Secondly, we were. confined to government, or quasi-governmeut 
institutions. The private mstitutions we were not permitted to serve. 

Third, we were prevented from doing any broad-gage work. Most 
of it was in the field of time study, production control, the gimmicks 
of management, which the Indians already have the people in that 
country and ready to do it. They are perfectly qualified to do that 
sort of thing. But we did not get a chance to really establish a broad- 
gaged institution which would be selp-supporting and where we could 
ultimately withdraw and which would be independent of the Govern- 
ment. And that is very important, that any institution should be 
independent of Government. 

These government-to-government contracts are so stultified. Asa 
result of our failure—and I must admit it was a failure—we have 
refused to renew our contract in India and my one man has already 
returned and one man is returning this month. No ethical consultant 
could have done otherwise, feeling that you were not accomplishing 
anything and we felt that perhaps that would make our protest vocal. 

Mr. Vorys. Could I ask a question, Mr. Chairman ? 

Chairman Ricuarps. Mr. Vorys—— 

Mr. Vorys. I have two questions. 

There isa report of the Government Operations Committee on Tech- 
nical Assistance in Latin America which has come to our attention 
recently. Iread this one sentence to point out what they have in mind: 

In spite of the fact that behind every technical assistance program undertaken 
in Latin America there is a formal request by the host country, the record in- 


dicates that in some instances programs and projects have been thrust upon 
the recipient countries. 


And they take some time to give examples and they say they do not 
think that is right. 

Mr. Exxis. That is right. 

Mr. Vorys. In number two of the general recommendations in this 
report, here, which follows somewhat your statement, you say: 
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We believe that our mission should display more initiative in the selection of 
the field for cooperation with foreign governments, both in the government and 
private. It is our opinion that in general, the “advisory” role of our missions 
has been over emphasized. 

Now, those are two opposing recommendations. 

Mr. Exxis. They appear to be opposed but they are not really. 

Mr. Vorys. I would like to get your thinking on that. 

Mr. Extis. The fact that we have no policy puts us in a defensive 
position. In other words, we go to a government and we say, 
“Wouldn’t you please—wouldn’t you like technical assistance?” 

They think up everything you can possibly think up. I was asked 
to send a razor-blade expert to India. 

Therefore, when they ask us for these things, we are on the defensive. 
We do not, for instance—we are not able to say to them, “We are 
prepared to offer you this kind of assistance, but you must participate.” 

Do you see the result. When they ask us for something that we 
think is unsound, we are either in the position of doing something 
that we believe unsound or turning them down, which is diplomatically 
embarrassing. 

Now, we think that the mission should say, or rather the policy 
should be dictated in Washington, really, that “This is what we are 
ready to do, and the exceptions to that are something that have to 
be approved.” After all, that is a fundamental rule of management. 
You always rule by exception, or you try to. 

Mr. Vorys. By the way, I noticed in your list of acceptable opera- 
tions, you did not include agriculture and health. 

Mr. Exxis. I do not know anything about it. 

Mr. Vorys. You were confining your suggestions entirely to the 
industrial fields ? ; 

Mr. Euxis. Yes. 

Mr. Vorys. My other question was this: You have recommended 
that we should avoid grandiose projects. We have before us the 
recommendation of the Executive for a continuation of the southeast 
Asian fund and the creation of a Middle East fund of $100 million 
for projects to run over a period of years—one example was given 
asthe Aswan Dam. Another isthe Mepong River, which runs through 
a half dozen countries there, and similar projects which are urged 
as being important, grandiose, dramatic projects which would, if 
we would participate, get the word around to the people in that 
country that we were doing something. 

_I think it is the exact opposite of what you suggest. Now, I would 
like to get your thinking. 

Mr. Exuis. There is a preamble in the report which says that we 
are recommending this as the standard program. There are diplo- 
matic, political, or military considerations, perhaps, which do not 
Pp yy. We recommend this as a policy, but a policy is not a strait- 
jacket. 

I do not know enough about the Aswan Dam. I do not know enough 
about’ the engineering studies of whether it is economic, to know 
whether it should be undertaken or not. 

While it is not in the committee report, we wholly agree with the 
recommendation made here before, to stop this business of giving 
«way money. Lend them the money, support them, but make them 
participate and make them pay it back. 
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Mr. Vorys. Amen. 

Mr. Exuis. That is not in the report, but it is nevertheless true. 

Mr. Vorys. For your information, the Committee on Economic De- 
velopment, the Randall Commission, those two reappraisals along with 
your reappraisal, made a similar recommendation with regard to con- 
centration on loans rather than grants. 

Mr. Extis. We are all very annals of that opinion. 

Now, you spoke of forcing projects down peoples’ throats. I hap- 
pened to stop in Bangkok and met the chief of the mission there, who 
is a very good man, by the way. He came from my profession. In 
fact, a few years ago, he used to be with our firm, and he told me that 
Thailand heer not have an industrial mission. There is not any 
use for it. And, incidentally the fellow over there named Jimmy 
Thompson, a brother-in-law of Under Secretary Douglas, who has 
revived the Thai silk industry, has done it on his own without any 
technical assistance. 

ta Voryrs. He hit me for three ties and dress material for my 
wife. 

Mr. Exits. And he is good. 

Mr. Vorys. Yes, sir. 

Mr. Extts. I am told he employs three or four thousand people. 

This idea which we are fostering, which already exists, is the 
Socialist concept that capital is all you need and that all you need 
to run a steel mill is a metallurgist. We have to stop it. 

Mr. Jupp. Mr. Chairman, may I ask a question or two? 

Chairman Ricuarps. Mr. Judd- 

Mr. Jupp. Mr. Ellis, when they could not get you, for example, 
for this job in India because you did not think it was sound, what 
did they do? Did they try to bring it around to the sort of project 
that you thought was sound? Did they abandon it? Or did they 
get somebody else? If so, whom did they get? 

Mr. Extis. There is another group over there, and I think they have 
some 20 men over there, and they have taken it over and they are 
doing the time study and the stopwatch work, but they are not doing 
the basic philosophical work that needs to be done. 

Mr. Jupp. Now, in general, although this is not quite in your field, 
as you saw it as an American citizen and as an American taxpayer, 
do you think that we do more good to those countries and get more 
good for ourselves and the free world by 10-year programs for big 
projects, or by putting more emphasis on things that can be achieved 
in 1 or 2 years, and make a more immediate impact upon the people, 
because the people see them and get some direct benefit from them?’ 

Between those two, where do you think the advantage lies? 

Mr. Exxis. I do not think that any program can possibly have a 
impact on the economy of the countries I have seen inside of a mini- 
mum of 5 years and in most cases, a generation. 

I might tell you of a story of an Indian railroad-car factory out- 
side of Madras, which is being run by some Swiss. I asked the 
manager how long it would be before the Indians could manage that 
and really take over the management. He said, “Oh, probably 20 
years. 

The point I was trying to make is, you do not make a manager by 
having the Harvard Business School at Bombay. The Indian there 
often thinks you do, but you do not. 
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Mr. Jupp. Would you agree that some of those countries are not 
voing to be around for the long-range programs unless we do things 
that have more immediate and more widespread impact in the near 
future ! 

Mr. Euxurs. What can we do which would be more immediate? I 
donot know. 

I think in India we have helped, although I suspect the Indians 
have done much more than we—have helped to raise the production 
of grains, particularly rice, by enough so that the Indians now have 
twomealsaday. That, they consider quite sufficient. 

Mr. Zastockt. They certainly attribute that—our assistance has 
made it possible for them to acquire that increased productivity in 
India ¢ 

Mr. Exxis. In India, you have 500,000 villages with 300 million 
people. I do not know how many people we have in our agricultural 
program, but if we have 100 people teaching them agriculture—which 
we have not—how long is it going to take to get around to 500,000 
villages? 

Now, there is a mathematical illustration of the vastness of the 
problem. Unless you teach hundreds and hundreds of Indians, you 
are not going to make any progress. 

Mr. Jupp. Did you get out, sir, into some of the agricultural 
projects ¢ 

Mr. Exxis. I saw a few of them. 

Mr. Jupp. Did you feel that those programs were having a real 
impact upon the people, or not ? 

Mr, Exzas. Yes, of course, I saw the demonstration pieces. 

Mr. Jupp. You saw the demonstration. The demonstration does 
not cure the country but it is the swallow that is the promise of spring. 
It shows what can be done. 

Mr. Vorys. Will the gentleman yield ? 

Those are all done by the Indian community development opera- 
tion, and while it is a fine thing for India, we do not get any good 
will out of it. It may be helpful to India but the fact that we have 
helped on it is 

Mr. Jupp. I do not agree with the gentleman. I was in places where 
there was great good will. I was so happy that they were able to 
(lo most of it themselves. But they were conscious of our moral sup- 
port and some encouragement in it, which was of great value. 

I myself feel strongly that these grassroots programs which, each 
by itself, seem so, so infinitesimal primary. You can prove by mathe- 
matics that it is impossible, but this is the way it is done. 

Karl Marx started with one and Lenin started 40 or 50 years ago 

with 2 handful and his movement has one-third of the world today, 
and he did it almost completely at the grassroots with no business 
managers and no Aswan Dams. 
_ I mean I think we have to do both, but I feel that the situation 
is so urgent that we have to make a greater effort in the things that 
will win peoples’ minds and hearts right now to give them the will 
to resist what threatens them, in order to have a chance to carry out 
the long-range program, which is the ultimate solution to their 
problem. 

Mrs. Courcu. I wonder if I might ask Mr. Ellis to comment on 
the possibilities of the further use of private capital ? 
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Mr. Exxis. I mentioned Sears, Roebuck. I can mention the work 
the oil companies are doing in Saudi Arabia and the Near East, 

Mr. Jupp. And Indonesia. 

Mr. Extis. Everywhere you go. If you go down to Brazil, for 
instance, the dynamics are coming not from the traditional Brazilians; 
it is coming from the Italians and the Germans who were exiled from 
Italy and Germany during the Fascist regimes and from the American 
companies which have gone down there and provided the training 
basis, the atmosphere under which you can train people. 

Sears, Roebuck has some 9,000 employees in Central and South 
America. They have only, I think, 100 American employees and 
they hope ultimately that it will be entirely locally manned, but it will 
take 20 years to do it. 

Mrs. Cuurcu. Do you think, Mr. Ellis, there is much chance for 
the further use of private foreign capital in India itself ? 

Mr. Exxis. I am afraid that the attitude of the Indian Government 
is such toward private capital that nobody would care to invest there. 
They have recently passed a law whereby the Government can expro- 
priate any private property at a price to be set by the Congress. 

I had the opportunity of talking to the man who wrote that law, 
and he said it was a very fair law. But nobody wants to go into a 
country and work and sweat to get an operation going—that takes 
4 or 5 years—and at the end of 10 or 15 years, the Government comes 
along and takes it away from him. 

They have a Government commission, also, which tells you whether 
you are efficient or not. 

Mr. Zasiockr. Mr. Ellis, was the expropriation law passed or was 
it merely a proposal ? 

Mr. Exxis. It was passed. 

Theoretically, and Nehru stated, I believe, it is aimed at the land- 
owners, because India could not afford to pay the landowners in the 
land redistribution. But it could just as well apply to industry. 

Now, the way they get foreign capital in—for instance, they needed 
oil refineries and they knew they did not have the technicians. The 
way they get them in is to guarantee them against nationalization 
for 30 years. But the oil companies are not very happy with that. 
I suspect that the only reason they went in was to find a market for 
their far-eastern oil. 

Mr. Smrrn. Mr. Ellis, I have a friend who is in Lebanon, and who 
isa consultant. He is very much interested in this matter of American 
capital going abroad. He wrote me recently and he said : 

I would like to propose for your consideration the following provisions as 
being applicable to United States capital investment made in undeveloped areas: 

1. Three-year tax write-off of capital so invested. 

2. An extension of the 3-year limitation to 5 years on the carrying forward of 
operating losses, and 

3. Optional war-risk insurance. 

Now, he thinks that we could do a good private job if we adopted 
some of those suggestions which had precedent during the war, when 
we had the writeoffs and had to build industrial organizations for war 
items. 

Chairman Ricwarps. Are you talking about a writeoff for tax 
purposes ? 
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Mr. SmirH. Yes; as we did in industrial plants. An acceleration 
clause. They were able to take certain deductions because they were 
in defense production, you see, and were able to write them off. 

Chairman Ricwarps. With regard to foreign investment, the ques- 
tion is, How are you going todo it? You might ask for the guaranty 
srovisions which Dr. "Judd wanted last year. 

Would you guarantee against war and revolution ? 

Mr. Exx1s. I have not had a chance to study that. I think the prin- 
cipal thing is an unfavorable atmosphere within the country itself. 

For instance, in India it would be very difficult to get people to go 
to India as the employees of a private corporation because their income 
tax is designed so that nobody makes more than $8,000 a year. 

Mr. Smitu. Confiscatory, actually, 

Mr. Exxts. It is confiscatory. 

Mr. Jupp. On the other hand, there are Americans going to Mexico 
because there is no income tax. They do not have to pay income tax 
and capital is going there. 

Mr. SmitH. Puerto Rico, too. 

Mr. Exuis. We recruited for the Government of Iran some 45 men to 
vo and run the government oil refinery. The principal inducement to 
those men to go was they are exempt from United States income tax 
and were not subject to Iranian income tax. That is the only reason 
we could get them to go. 

Mr. Jupp. How did the project work out? 

Mr. Exxis. It is apparently working out quite well. 

Chairman Ricnarvs. Thank you very much, Mr. Ellis. Your testi- 
mony was very informative. 


Mr. Exxis. I hope it was. 

Chairman Ricwarps. The committee stands adjourned until 10:30 
in the morning. 

(W hereupon, at 4:40 p. m., the committee adjourned to reconvene 
at 10:30 a. m., Thursday, May 10, 1956.) 
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THURSDAY, MAY 10, 1956 


House or REPRESENTATIVES, 
CoMMITTEE ON Foreign AFFAIRS, 
Washington, D.C. 


The committee met, pursuant to call, in room G-3, United States 
Capitol, at 10: 45 a. m., the Honorable James P. Richards (chairman) 
presiding. 

Chairman Ricuarps. The committee will come to order, please. 

Ladies and gentlemen, as you know, it was impossible for the dis- 
tinguished Secretary of State to be with us as the opening witness in 
the consideration of this bill. He has, therefore, consented to come 
before us, at our request, as the closing witness. The Secretary will be 
the last witness to be heard on H. R. 10082. 

We are glad to have the distinguished Secretary with us. Will you 
proceed. 


STATEMENT OF HON. JOHN FOSTER DULLES, SECRETARY OF STATE 


Secretary Duties. I know that this committee has held extensive 
hearings on the mutual security program for next year, as proposed in 
the President’s message of March 19, 1956. I am glad to try now to 
sum up the administration’s position. I shall confine myself to the 
ae philosophy of the measure, knowing that others have dealt with 
detaus, 

The President has requested the Congress to authorize appropria- 
tions of $4,672,475,000 for fiscal year 1957 and to appropriate $4,859,- 
975,000. As you know, these figures are larger than our estimated 
expenditures for next year, which will probably be in the neighborhood 
of $4.2 billion. This is approximately the same rate of expenditure 
as we had last year and will have this year. 

I wish that I could recommend a lesser amount. I cannot do so, 
consistently with my view of the essential needs of the United States 
for security. Some slight adjustments may be appropriate in view of 
new information which has developed since the program was sub- 
mitted. But I cannot see how we can safely change the order of 
magnitude now proposed. 

It is, I think, important to see this mutual security program in 
proper perspective. It is an essential part of our overall security 
program, a program which includes the Military Establishment of the 
United States itself. The total figure for all forms of national secu- 
rity, domestic and foreign, is about $40 billion. Of this, about 90 
percent is spent on our own United States Military Establishment. 
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Approximately 10 ae is spent through foreign governments, for 
the most part to help our allies hold positions which are vital both to 
us and to them. This 10 percent makes up what we call a mutual 
security program. 

This entire program has been carefully considered by the admin- 
istration. The President, the Secretary of Defense, the Joint Chiefs 
of Staff, and I myself, the Secretary of State, are all convinced that 
this expenditure 1s necessary for the security of the United States. 
This mutual security part of this program is a contribution to our 
security Just as is our own Defense Establishment. Congress has in 
past years shared that view. Each year, after the most careful scru- 
tiny, it has appropriated the funds to sustain this program at approxi- 
mately the present rate of expenditure, and indeed for several years 
the rate of expenditure was much higher. 

Nothing has yet happened which in my opinion would make it 
prudent to terminate or curtail the present program. Last week I 
was in Paris attending one of the NATO ministerial meetings. There 
were present the 15 Foreign Ministers of the member countries. 

We considered at length the Soviet change of tactics and the recent 
developments within the Soviet Union. We agreed that these changes 
were on the whole encouraging. ‘They seemed to increase the chance 
of peace and to suggest the possibility that Soviet Russia might 
ultimately have a government responsive to an educated public opin- 
ion and reflecting a code of conduct such as is accepted by other 
civilized nations and as is embodied in the principles of the United 
Nations Charter. 

However, we unanimously agreed that, and I now quote from the 
final communique, “the Western powers cannot relax their vigilance” 
and that “security remains a basic problem, and the Atlantic powers 
must continue to give priority to the maintenance of their unity and 
strength.” 

This, I remind you, was the view shared by the North Atlantic 
Community, particularly in relation to Europe, where the Soviet 
Union seems to be on its best behavior. But their behavior is not 
so good in the Middle East, where they have played fast and loose 
with peace in the area by a reckless policy of dispensing arms. 

This is an area which is of great importance to the United States, 
both because it includes the State of Israel, with which the United 
States has close ties, and also because the area produces the oil 
eens for industry and the military establishment of Western 

urope. 

The situation is even less stable when we look to the Far East 
where the Chinese Communists maintain a threatening posture and 
refuse to agree to any meaningful renunciation of the use of force. 

As General Lemnitzer has already told you, we have an armistice 
in Korea, but no formal peace. In Taiwan (Formosa) there are 
almost daily military engagements between the forces of the Republic 
of China and the Chinese Communists. In Vietnam, there is al 
armistice, but no formal peace. In these three world positions, 4 
total of approximately 50 million free people are confronted by Com- 
munists who are using the 600 million people they rule to build a vast 
military establishment. 

The importance of these areas to the United States is already demon- 
strated by the fact that the United States has concluded treaties 
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covering them which provide that an armed attack by the Commu- 
nists upon them would be dangerous for the peace and safety of the 
United States. 

That is the language of our treaties covering these three areas. 

You will also recall the congressional action, led by this com- 
mittee, which authorized the President to use the Armed Forces of 
the United States, if need be, to resist attacks which might be directed 
against Taiwan. 

“We do not, of course, want to have to use United States troops to 
hold these areas, although we do maintain some forces in Korea. 
In the main, these areas are protected primarily by local forces, largely 
trained and equipped by the United States. But the governments 
of these impoverished countries cannot maintain their present forces 
without some economic help also. 

Therefore, we give not only direct military aid but also budgetary 
and economic aid necessary to enable these countries to have the armed 
forces which we judge reasonably related to the threat of aggression 
and our continued plans to prevent it. 

The estimate of military aid and defense support assistance next 
year for Korea, China, Indochina, and other area allies—the Philip- 
pines, Thailand, and Japan—is in the neighborhood of $1.5 billion. 

Of course, we recognize the armed forces of these allies are not alone 
sufficient to withstand the full might of Chinese Communist military 
power backed by the Soviet Union. But we also maintain in the 
general area of the Western Pacific United States mobile striking 
power to back up the local ground forces. The cost of this force is 
in our defense budget. As Admiral Radford has already testified to 
this committee, the two costs essentially complement each other. 
Neither would be sufficient without the other. 

I have already referred to our security interests along the Soviet 
perimeter in the Middle East. Pakistan, Lran, and Turkey all have 
common borders with the Soviet Union, and Iraq is close to it. All 
four are subject to Soviet threats and the proximity of Soviet power. 
Pakistan is an ally of ours under the Southeast Asia Treaty. Turkey 
isan ally of ours under the North Atlantic Treaty, and all four of these 
countries have united for collective security under the Baghdad Pact. 

These countries hold the gateway to the South, where the oil re- 
serves so vital to the military power and industrial strength of Western 
Europe are located. Just beyond is the gateway to Africa. It would 
be reckless not to help these countries to help themselves and at the same 
time to help us. The estimate of expenditures for military and defense 
support assistance next year for these countries is in the neighborhood 
of $800 million. 

In Western Europe the military forces of NATO stand guard over 
the greatest industrial and military treasure that there is within the 
free world, except for the United States itself. So important do we 
consider this area that substantial United States Armed Forces are 
stationed in Western Europe for its defense. 

We help maintain the military strength of our European allies by 
supplying them with certain types of weapons. We also have a hase 
agreement with Spain, and this involves substantial costs. We also 
think it prudent to help Yugoslavia to maintain its national inde- 
pendence. The expenditure for military aid to NATO—excluding Tur- 
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key of which we have already spoken—and military aid and defense 
support for Spain and Yugoslavia is estimated for next year at roughly 
$1 billion. ; 

Our military assistance and supporting economic aid to the countries 
in these three critical areas, the Far East, the Middle East, and Europe, 
plus some military help to Latin America, account for roughly 83 per- 
cent of the estimated expenditures under the mutual security program 
for next year. 

These expenditures make it possible to hold vital positions at less 
cost than in any other way which can be contrived. These expenditures 
provide diversified locations around the globe from which Russia 
could be struck, with devastating effect, should its rulers launch a war 
of aggression. These expenditures are fundamental to our own peace 
and security. 

The balance of the mutual security program—the other 17 percent— 
will involve spending next year, as this year, a little over $700 million. 
While that $700 million is 17 percent of the mutual security program, 
it is less than 2 percent of our total program of $40 billion. 

This money is not directly related to military considerations, 
although much of the money goes to allies. Wherever they go, these 
expenditures are directly related to our security. They help areas in 
the world which are threatened by Communist subversion and which 
contain people, resources, and strategic locations which, in our own 
interests as well as theirs, should be secure from hostile domination. 

In these countries the political leaders and the people as a whole 
want to maintain their independence. They do not want to be sub- 
jected to the new Soviet colonialism that grips Eastern Europe. They 
are themselves carrying the main burden of seeking to preserve their 
liberty, but this is a hard task and they need and deserve some outside 
help. Our help supports their economic development and, thronh 
both our programs and those of the United Nations, such activities 
as public health, education, and technical assistance. Such help is 
essential to supplement their efforts to develop freely and independ- 
ently in the world today. 

The importance of this aspect of the matter is emphasized by the 
fact that the Soviet Union, having transformed itself into an industrial 
state, now sees the advantage of having “a mutual security program” 
of its own with its allies and with other countries, 

It is said that imitation is the sincerest flattery. We would indeed 
be flattered if we could feel that the Soviet Union was sincerely seek- 
ing to strengthen the political and economic independence of other 
nations. Unhappily, it is demonstrable that the Soviet bloc, already 
impoverished in terms of consumer’s goods, diverts economic strength 
to other peoples only for the purpose of bringing about what Lenin 
called the “amalgamation” of these peoples into the Soviet Communist 
bloc. 

Nevertheless, we cannot ignore the fact that the Soviet Union today 
measures its assistance to its satellite allies, largely Communist China, 
in terms of billions of dollars and its assistance to other countries In 
terms of hundreds of millions of dollars. 

It would indeed be ironical if the United States should sharply cur- 
tail its mutual security program just at the time when the Soviet 
Union is moving with predatory intent into the field which we would 
thus vacate. 
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The new Communist tactics make it more than ever imperative that 
the United States should continue the economic phase of our mutual 
security program, It is also important that it should be continued 
with assurance of continuity. Of course, I realize that one Congress 
cannot bind a future Congress to appropriate money. We can, Toes 
ever, and do have, continuing policies. It is the continuing policy of 
the United States to maintain its own Military Establishment. The 
funds for that are appropriated annually. But no one doubts that 
this program is a continuing one and so it needs to be, at least for the 
foreseeable future, as regards our mutual security program. It is, as 
Isaid, a vital component in our total program for national security. 

The world needs to know that this program will continue so long as 
there is a threat to our security. Other countries with whom we share 
our security effort cannot do their own planning intelligently, or 
appropriate their own funds dependably, or obtain supplementary 
funds from other quarters, unless they believe that there will be a 
reasonable measure of continuity in our program. Also to a limited 
extent, we need a measure of project continuity. That is why, Mr. 
Chairman, we have contemplated the committal of a modest amount 
of funds on a long-term basis subject, of course, to congressional ap- 
propriations on a yearly basis. 

We also believe that there is need for greater flexibility in the 
Executive. 

This committee has had many explanations of the long-time cycle 
involved in the planning and executing of this program. We are 
already engaged, in May of 1956, in preparing, at the request of the 
Bureau of the Budget, programs to be submitted for fiscal year 1958. 
After those programs have been reviewed by the executive branch and 
are finally submitted to the Congress, and after the next Congress has 
authorized and appropriated the funds, then the plans must be ad- 
justed to meet that congressional action and the changing world scene. 
Only then can the task of implementing the plans be commenced, and 
there is usually a lag of a year or two between obligating the funds 
and actually getting the funds into equipment, supplies and services 
at the foreign destination. In the case of some of the military equip- 
ment, the delay is greater. 

All of this points up to the importance of giving the President 
greater discretion, particularly with respect to the use of the distinc- 
tively economic portion of the fund. 

Before concluding, Mr. Chairman, I would like to say that consid- 
eration is being given to an independent study of some of the aspects 
of our mutual security program, There are a number of matters 
relating to the administration of this program which the President 
feels, and which perhaps members of this committee feel, could use- 
fully be studied by men who are highly qualified but who are not 
available to serve the Government on a long-term basis. 

I have in mind certain questions which have arisen in the course 
of these hearings, such as the relative role of the State and Defense 
Departments in administering the program; whether we should seek 
to put more of our program on a loan rather than a grant basis; 
whether the program needs to be enlarged and given greater continuity 
fo meet the new Soviet tactics; whether, and if so, how, we can 
speed up our program so that there is not long delay between the 
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conception of programs and their execution, and sometimes regrettable 
gaps between our promises and our performance. 

There is the question of the degree to which it is feasible to give 
Congress a dependable itemization of programs which may not come 
to fruition for several years, by whieh time the surrounding circum. 
stances may have considerably altered. There is the question of the 
degree to which it is useful to provide funds on a bilateral basis as 
against use of United Nations or regional agencies. There is the 
question as to whether we should emphasize short-term projects of 
popular interest or long-range projects which have no obvious popular 
appeal. 

These questions, as I indicated are questions of method and tech- 
nique. None questions the basic validity of the program, which is 
essential to our own security and is fully integrated with all other 
national programs. As the President said the other day: 

The program as it is now outlined represents to us a minimum that is neces- 
sary for the welfare of the United States in the years to come. 

I urge that the committee approve the authorizing legislation which 
is now before it. 

Chairman Ricuarps. Thank you, Mr. Secretary. 

There will be a few questions that some of the committee members 
will want to ask in open session. If you think any of these questions 
should be answered in executive session, do not hesitate to say so. 

I want to ask you this question: You have just returned from 
Europe and you have had many conferences there with representatives 
of NATO members. You have mentioned in your statement, here, 
the potential threat against democratic countries throughout. the 
world. 

Do you care to answer this question: Do you find the Soviet is re- 
ducing or enlarging its overall military production? They are talk- 
ing a lot about peace, but what is your conclusion as to what they 
are doing? 

Secretary Duties. Mr, Chairman, I have this feeling which I think 
I have expressed before to this committee, that the Soviet Union is 
overextended in the sense that in a good many instances it has not the 
means to do what it would like to do. 

They are conducting a program in terms of new weapons, guided 
missiles, heavy bombers, submarines and things of that sort, which 
is a very expensive program. They are trying to increase their 
incus‘rial base and build that up, which is a heavy drain on manpower. 

Their agricultural program has shown very serious weaknesses and 
thev need a lot more people on the farms. 

Now, in the light of all that, I would think it quite likely that the 
Soviet Union would reduce certain forms of its military establish- 
ment, notably its manpower. 

I would think that they would very likely figure that they could 
use their manpower to greater advantage in productive effort, in indus- 
try, and in agriculture, than they can by maintaining them where they 
are not working. 

It could be quickly recalled that the Soviet Union has an advantage 
in form of logistics, occupying a central position in the Eurasian land 
mass. 
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I would think it is quite possible that the Soviet Union will reduce 
somewhat the numbers. They announced a year or so ago a reduc- 
tion of, I think 630,000. We have no way of controlling this and see- 
ing whether they actually reduce or not, but I would think—I think I 
have said before this committee, perhaps—that they probably did so 
because their own self-interest dictates. I think that it is to their 
advantage to put some of these men to work on the farms and in 
industry. 

I would not be at all surprised if a further move along that line 
would be made, but I hope that if and when it is made that it will not 
be looked upon by the peoples of the free world as evidence that the 
Soviet Union is doing anything else than to use its economic power in 
the way which will most promote its long-term purpose, which still 
remains that of trying to dominate all of the world. 

What they do will be a change, in my opinion, not genuinely in the 
promotion of peace, but a more economical use of certain of their 
assets, at the present time. It will not appreciably affect the form of 
military power upon which they are concentrating and which is of 
most concern to us, that which you might call the new-weapons type. 

While I think we should anticipate moves of that sort and that they 
will be played up tremendously from a propaganda standpoint, they 
will not in my opinion appreciably diminish the military potential of 
the Soviet Union and indeed will be calculated on their part to produce 
a more efficient machine for their still overall purpose, as Khrushchev 
said, of winning a victory for communism in the world. 

Chairman Ricwarps. You think that purpose is just as determined 
as ever @ 

Secretary Dues. I believe so; yes, sir. 

Now, of course, the other side of the picture is that there are develop- 
ing some signs within the Soviet Union of a freer public opinion and 
in some respects, one can see the germs, I think, of a highly favorable 
result. 

Of course, our purpose—our long-range purpose—is to help to 
accelerate the day when ultimately the Soviet Union would be in a 
decent state so that we can do business with them. As you see begin- 
ning within Russia forces of liberalism which indicate that there is 
more freedom of public opinion and more discussion, you see today the 
first sign of arguments going on between different sections of the Soviet 
press on different theories as to whether Stalin was really right or 
wrong in some of his thinkings. 

Well, that kind of thing shows the germs of a healthy development. 

Now, as I see it, Mr, Chairman, the Soviet rulers have had to make 
some concessions to a growing force of liberalism in Russia. I believe 
they hope to get away without really doing anything substantial. They 
may get away with that if they win such successes abroad that they 
build up popular support at home and people say, “Well, after all if 
we ha ve won these great successes, why shouldn’t we carry on as we 
are ¢ 

But if we can prevent their winning great successes abroad and 
meanwhile let this force develop within Russia, we may be approaching 
the day when we will achieve the ultimate hope of a Russia so ruled 
that it will be a decent and acceptable member of the society of nations. 

When I talk in this way, Mr. Chairman, I am not talking about 
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things that may happen next year or the year after. Iam talking about 
things that may happen in the period of 10 years, or even perhaps a 
generation. 

We have been through 10 postwar years. As I said talking to the 
NATO people, we have had 10 years, where primary emphasis has 
been upon violence and we stood strong and vigorous against that. 
Now the emphasis has shifted. We may be facing another 10-year pe- 
riod, where if we can still stand firm and strong and prevent their 
winning successes, allow the forces for liberalism and the differences 
of opinion to generate within the Soviet Union, then within another 
10 years we may have a real success to mark up. If we think the 
struggle has been won now, that might be just the thing which might 
defeat us at the moment when some success is in sight if we look through 
the right end of the binocular. If we use the wrong end of the bino- 
culars, then we will be in real trouble. 

Chairman Ricwarps. Are there any questions? 

Mr. Chiperfield. 

Mr. CureerFtevD. Thank you, Mr. Chairman. 

Mr. Secretary, we are always glad to have you before our committee. 

Secretary Duties. I am always glad to be here. 

Mr. CuiperrteLD. The other day before the Foreign Relations Com- 
mittee you made a statement to this effect, that we are at peace and one 
of the main reasons why we are at peace is because of this program. 
And iust because this program has been successful is no reason to 
abandon it. 

I felt that such a statement very well summed up the situation. I am 
wondering if you would be kind enough to repeat such a statement, or 
elaborate upon it for the record. 

Secretary Duties. I would be glad to repeat it, Mr. Chiperfield. In 
my ovinion, the fact that there is generally recognized to be less danger 
of general war than was the case 10 years ago, or 5 years ago, is due to 
the combination of our own national defense program, plus this 
mutual security program. I emphasize the plus aspect because I think 
one without the other would be quite ineffectual. 

It was not only my opinion but it was the unanimous opinion of the 
15 foreion ministers of the NATO countries expressed in Paris that 
it was this program which had brought about some release of tensions. 

In other words, that is not just a judgment by the United States 
Government, it is the judgment of 15 countries. It was equally their 
judgment that because the program has measurably succeeded and the 
prosnect of general war has seemed to have receded, the program has 
not been abandoned or seriously curtailed, but if we like the results of 
that program, the thing to do is to continue the means by which the 
results have been achieved. 

As I sav. I was very interested to find that that was the unanimous 
opinion of the 15 countries represented in NATO and not just the opin- 
ion of this Government. 

Mr. Cureerrtetp. Thank vou, very much. 

Chairman Ricnarps. Mr. Gordon 

Mr. Gorpvon. I have no questions at this time, Mr. Chairman. 

Chairman Riewarns. Mr. Vorys—— 

Mr. Vorys. Mr. Secretary, I am not asking you, I am telling you: 

In 1939 when I was a Freshman Congressman, somebody sent me 
your book on “Peaceful Change.” I got a chance to talk to you about 
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it. and here 17 years later, with greater and growing experience and 
with indefatigable energy, with salty commonsense, and still with 
your wonderful spirit, you are practicing what you preached then. 

I am just telling you, I am glad you are where you are. I am glad 
we got this statement to sort of tie up the loose ends. Sometimes we 
cannot see the woods for the trees. You have given us a chance. 

Thank you, very much. 

Secretary Duties. I appreciate those remarks, Mr. Vorys. 

I do want to say that this progress we have made is the cumulative 
result of 10 years of postwar effort, and a great contribution has been 
made by my predecessors in office. 

Chairman Ricuarps. Mr. Hays of Ohio—— 

Mr: Hays of Ohio. Mr. Secretary, what is the reason that there is 
a suggestion of a so-called independent study of this? Is it that you 
feel the committees here, to use Mr. Vorys’ expression, can’t see the 
woods for the trees, or do you think you would have some propaganda 
value by having someone else endorse the program, or just what is 
the basis of it ? 

Secretary Duties. I can only speak from the standpoint of the 
executive department. I am not attributing either omnipotence or the 
lack of it to this committee but we feel—I feel, for example—that 
some of these problems of the kind which [ listed in the last paragraph 
or so of this statement, are not the kind of problems which I have 
the time to study with the thoroughness I would like. I believe these 
problems ought to be studied by the type of people who have the 
stature or ability to be Secretary of State or Secretary of Defense but 
can’t get to that job because they think they have other things to do, 
but whom you could get for a few weeks or months to study this 
type of a problem, which needs to be studied from a broad basis. 

Now, you take the question of the relative role of the State and 
Defense Departments in administering the program. That is a ver 
complicated and difficult subject where the departments tend to pt 
dig in for its own preeminence in the program, and where, as far as 
Secretary Wilson and I were concerned, we would not have any trouble 
settling 1t between ourselves if we had time enough really to study it 
thoroughly. But we do not have time to go into the problem. It is 
extremely complicated. 

_I would like to get some broad-gaged person, or persons, from out- 

side to study that end of the problem and see if we could split the 
responsibility more effectively than we now do between State and 
Defense. 

Then you have the problem I mentioned about loan versus grants. 
That, again, is a very complicated problem. I have certain ideas of 
my own in favor of loans, but there are very many complications about 
loans. The question comes up as to how soft can you make a loan and 
still have it a loan. If you make it that soft, won't everybody want to 
have soft loans ? 

It has an impact upon the operations of the World Bank. It has 
an impact upon the operation of the Export-Import Bank. It is an 
extremely complicated question. 

We have worked in this area, but I believe we could get help from 
the outside on that type of question. I have considered it and the 
committee has considered it, but I believe I could ask the committee 
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quite a few questions which you would have real difficulty in answer. 
ing. It involves balancing a number of factors that are not formally 
before this committee. For instance, it involves the point of view of 
the World Bank and how they are going to operate; the Export-Im- 
port Bank, and things of that sort. It involves a question of the effect 
upon the credit of these countries in private markets and we always 
like to encourage, if we can, their getting money through private 
channels, rather than through public channels. 

You have this problem of whether to go in, for example, for projects 
which would, from a psychological and propaganda standpoint, cap- 
ture the imagination of the public, or whether you want to do some- 
thing more on a long-range basis, that would involve people working 
in the desert. 

In Afghanistan the Soviets go in for paving roads. Everybody sees 
them paving roads in Kabul and they say, “Isn’t it wonderful, the 
Soviets are giving us good roads for the first time.” 

We may have a more important project in the long run but which 
is something remote, like a water-development project. 

I do not feel, Mr. Chairman, that I personally, with all the things 
I have to do, am able to give all the consideration I would like to, to 
problems of that sort. I can only do so if I stop doing quite a few 
other things that it is also imperative that I should do. 

As far as the Executive Department is concerned, we feel that some 
problems of that sort could usefully be studied by the kind of per- 
son we could get for a limited period of time to do that particular 
study with particular qualifications, and that that would usefully 
supnlement what we do with our regular staffs. 

If we could get these people on our regular staffs, that would be 
wonderful, but we cannot get that caliber of person for regular 
work. We could get them for a project. 

Mr. Hays of Ohio. In other words, what you propose, then, is an 
advisory group to study the proposals which you will then recom- 
mend to this committee. Am I correct in analyzing it that way? 

Secretary Duties. Well, it would be to see whether we can ap- 
prove these proposals in certain respects—on such matters as, for 
instance, loans versus grants, a matter in which I know Mr. Vorys 1s 
very much interested. Or whether we should stipulate the amount of 
recinrocal cooperation on the part of recipient governments. 

There are a good many angles to this thing which I believe could 
helpfully be studied. Certainly it would be helpful to the executive 
to have them studied, which we do not have the opportunity to do, 
actually. 

Now, you take Mr. Hollister sitting behind me. If he could spend 
his whole time on studying these questions, that would be wonder- 
ful. I would not want to have anybody better than he is, but the 
trouble is, he is working desperately now to do two things that have 
to be done. Yon have to get your final obligation of funds for this 
year and you also have to get up your program to submit to the 
Bureau of the Budget for the fiscal year 1958. : 

There are so many problems that have to be met just to keep the 
machine going. Yet men of comparable caliber will come in on things, 
not that will take place tomorrow, but something more long range, 
and I believe we would get something from that kind of a study. 
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Mr. Gorvon (presiding). Mr. Merrow—— 

Mr. Merrow. This is a most excellent statement. Mr. Secretary, 
I believe this is one of the finest statements you have made to the 
committee. I want to express my admiration for your extraordinary 
statesmanship and leadership as Secretary of State. I am very happy 
that you are the Secretary of State. 

That is all, Mr. Chairman. 

Mr. Gorvon (presiding). Mrs. Kelly—— 

Mrs. Ketiy. Thank you, Mr. Chairman. 

Mr. Secretary, I do not know whether you have discussed in any 
form or manner, the possible new change of emphasis away from the 
military to economic, as far at NATO is concerned. I wondered 
if this was in any way due to the fact that our allies refuse to continue 
their military goals. 

Secretary Duties. Let me first say, Mrs. Kelly, I do not think as far 
as the United States is concerned, we are trying to shift the emphasis 
from the military to the economic. It would be more accurate to 
say that from our standpoint we are trying to shift the emphasis 
more to the political, I might say, than the economic. 

What we are basically trying to do, Mrs. Kelly, is this: We have 
felt—I think everybody has felt and realized that the great weakness 
of what we call the West—western civilization—has been the fact that 
it has so often been divided as against itself. If you look back over 
the history of the wars of the past century, the big wars of the past 
century have almost been wars between the western powers. And 
you have this great civilization which has tremendous values and yet 
it is destroying itself through internecine structure. 

We have already done a lot there and tried to prevent the future 
from being a repetition of the tragic past. The North Atlantic 
Treaty itself does much along that line. We have the Brussels 
Treaty, the Council of Europe, the Coal and Steel Community, the 
OEEC, which operates in the economic field, and the European Pay- 
ments Union which operates in the financial field. A goodly amount 
has been done to try to bring western countries together. 

The need is quite obvious, I think, and it has become more obvious 
during the last year, as a result of things like the Cyprus trouble ) 
which divides the United Kingdom, Greece, and Turkey; the North 
African disturbances; the problems in the Middle East. Not enough 
has been done to assure the unification of Europe. 

I would say that the kind of thing we are thinking about ought 
to be done if there wasn’t any such thing as a Soviet Union. Because 
the difficulties of which I speak were largely incurred before the So- 
viet Union was any serious threat. 

Speaking from the standpoint of the United States, the reason for 
urging this further development of the Atlantic community is not 
primarily the tactics of the Soviet Union or the attitude of our allies 
toward the military union of NATO, but the purpose of it is to try 
to take further steps to prevent fissures within the West which has so 
often prevented western civilization and the western countries from 
achieving the measure of beneficial influence for themselves and others 
of which they are inherently capable. 

Mrs. Ketty. May I follow that up this way, Mr. Secretary: In 
the shift to political, are you not reorganizing NATO, with United 
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States participation in a Council of Europe? Why don’t the nations 
of Europe revise and expand politically, economically and so forth, 
the Council of Europe? Would that not mean that you are recom. 
mending United States participation politically in Europe? 

Secretary Duties. Well, the fact is that the United States and 
Canada, who are members of NATO, are generally looked upon and 
in reality are a part of what is called the West. Our civilization js 
predominantly one derived from western Europe, and we are influen- 
tial members of that community. In very large part I do believe, as 
you suggest, that the unity of Europe should be worked out through 
the western European countries themselves drawing closer together. 
I have said that I did not believe that what we now contemplate 
should be treated in any way as a substitute for the closer integration 
of Europe through such bodies as the Coal and Steel Community 
and maybe this prospective Euratom which is being worked upon, and 
the Brussels Treaty which combines the six continental countries with 
the United Kingdom with reference to armaments control. 

All of those things should go on, and go on with renewed vigor, 
but there are other aspects of the problem with which the Europeans 
cannot deal adequately without the participation of the United States 
and Canada. 

Mrs. Ketty. Is this to a degree due to the fact that there is a rise of 
neutralism and nationalism in Europe, and away from mutual cooper- 
ation ? 

Secretary Duties. Well, I think it would be fair to say that the 
Europeans are not as scared now as they were 10 years ago. They feel 
that the situation has improved. Perhaps they feel that more than we 
do. It is true that we do not have the same degree of fear which was 
for a time the principal cement which held the western countries to- 
gether. I believe we need something more positive than fear and while 
I think they perhaps exaggerate the degree of success that we have 
already achieved, that we do have to count on something more positive 
than fear if we are permanently to cement such divergencies within the 
West which greatly weaken its own strength and ability to be con- 
structive in the world. 

Mrs. Ketiy. Are the NATO nations going to back down on their 
commitment to the miltary security goals of NATO? Is France going 
to call up more troops to take the place of those she withdraw? 

Secretary Duties. I believe there are plans for calling up more 
troops. 

Chairman Ricwarps. Do you want to answer those questions in 
executive session? Otherwise, go ahead. 

Secretary Duties. I think I have gone as far in open session—— 

Mrs Ketry. Iamsorry, Mr. Chairman. 

Chairman Ricnarps. We will take that up later. 

Mrs. Bolton 

Mrs. Botton. May I pass for the moment? 

Chairman Ricwarps. Dr. Judd 

Mr. Jupp. Mr. Secretary, your statement refers to the encouraging 
aspects of the obvious shift in tactics in the Kremlin’s. approach to 
problems. 

Is it fair to compare this shift to what happens on a football field 
when a team can’t gain through the line by power plays on the ground, 
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and it shifts to end runs, forward passes, trick plays and all kinds of 
deceptive maneuvers That is, we have more than matched them on 
power plays. They couldn’t gain on the ground. So to that extent it 
is a defeat for them. But do you agree that when they shift to these 
trick plays, forward passes, over Turkey to Egypt and so on, it doesn’t 
make them less dangerous but if anything, makes them more danger- 
ous § 

Secretary Dutxes. Certainly I accept the analogy you gave. In 
fact, I think I used that same analogy in a second book—not the one 
Mr. Vorys referred to, but a subsequent one I wrote some 6 years ago, 
where I said that it is like a football team. It can either try power 
plays, end runs, or forward passes. If we concentrate just on one, we 
may be defeated by the other. 

I think you have to differentiate the changes that are now going on, 
or put them into two classes. 

As far as foreign policy is concerned, I believe the changes in the 
Scviet Union are pure changes of tactics which are designed, if pos- 
sible to get results.in other ways, as you very well put it. The power 
play business has been pretty well stopped, and now they are trying 
forward passes to get over the line. We have to be prepared to meet 
that. If we don’t meet it, it can be very bad. 

I believe that we can meet it because broadly speaking, the Soviet 
has never yet been able to gain a permanent success unless it had power 
right alongside to apply. They gained temporary success in Guate- 
mala, but it was only a temporary success. I believe with common 
planning, which I think we are capable of, these new tactics will not 
succeed. But we must recognize, I think, that their shifts of foreign 
policy are tactical, not representing a change of purpose, but a change 
of means to achieve their purpose. 

Now, as I said, the other facet of this thing is what is going on 
within Russia, which is, I think, a rising tide which they are trying 
to hold down by superficial concession to it. 

Chairman Ricwarps. Will the gentleman yield right there? 

Mr. Jupp. Yes. 

Chairman Ricuarps. The gentleman talked about the offensive 
plays of football. In the old days you used one standard defense. 
Now they shift defenses just as quickly as they shift the offense. 

he question is, Aren’t we still using the standard, old defense ¢ 

Mr. Jupp. That is the question I am leading up to. Doesn’t what 
we have just said mean (1) that we have to maintain our power, which 
the House is debating downstairs, today, in our defense appropriation, 
because if we were to open up too much to meet their deception plays, 
they could still drive right through the line; they still have their 
power. But at the same time, doesn’t it mean (2) that we have to make 
adjustments or as you said, have greater flexibility in our foreign aid 
program, because only by such means can we meet the new forward 
pass approach. In other words, what their change in tactics under- 
lines is that it makes more important the very thing we are trying to 
do here, rather than less important. Is that not true? 

Secretary Dutirs. Yes. Football has changed a lot since I was in 
college, so I may not be completely accurate in my analogies. I would 
say this, that if you know the other fellow is going to operate on power 
plays through the line, you can pretty well tell your fullback where 
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to stand and your guards where to stand and your tackles where to 
stand and you can plan that pretty well in advance. But if they ar 
going to try end runs and forward passes, then you have to have on 
your team some people who have the capacity to rove and move and 
shift quickly. 

Mr. Vorys. We have a good rover in our Secretary of State. 

Secretary Duties. We have to have a little ability to rove here. 

Mr. Jupp. What I feel strongly is that the single greatest danger 
in their tactical shift is that it may cause our people to believe there 
has been a fundamental change and to feel that we don’t have to 
continue all that we are doing, when as a matter of fact I think 
we have to maintain all our military strength and also have to increase, 
if anything, our flexibility and imaginativeness on this new front. 
That is, they are shifting because they were losing on the old tactic. 
The way to make them lose is to make them lose on the new, too. 
Some people think that the way to decrease the danger is to ease up 
at this point because things seem better. 

Don’t you agree that, if we want the transformation in the Soviet 
Union that we hope will make it possible for us to live with them, 
we have to keep the pressure on, instead of relaxing the pressure as 
some people are inclined to try ? 

Secretary Dutues. I agree with that. 

Mr. Jupp. And do our allies in NATO feel that way, too, that not 
only on the military but on these political, economic, and other fronts, 
if we have them retreating to a certain extent, this is the time to in- 
crease, if anything, the pressures? I am talking about trade and 
I am talking about recognition or admission of Red China to the 
United Nations and all these other steps which the Communists are 
now seeking to get us to take under the guise of relaxation of tension 
because “everything is all sweet and lovely.” 

Secretary Duties. Insofar as your question is directed at my atti- 
tude of other governments, I would prefer to defer the answer to exec- 
utive session. 

Mr. Jupp. All right. 

Now, with regard to our own program in this bill, I think the 
rationale of it is understandable and irrefutable, as you have restated 
it here today. The doubt that is developing in the country, and I think 
in the Congress, is as to whether the measures we are using are 
actually hitting the target that vou have so well outlined. We have 
two groups of people. Some say, because the program is sound 
and necessary, therefore just vote for it as is, never mind about trying 
to fix up the methods. 

Others say, because some of our methods simply haven’t succeeded, 
therefore away with the whole program. 

The right answer to that is to get our target clear, and be tougher 
than we have been in dealing with the individual projects and indivi- 
dual means of achieving the end, hitting the target. 

My own criticism of the program is that after 8 years, I believe we 
ought to be doing a better job than we are doing. I don’t know that it 
could be done. 

Secretary Dutrxs. [hear that all the time. How? How? 

Mr. Jupp. We have a lot of suggestions in our subcommittee report. 
We had them 2 years ago in our subcommittee report then. Most of the 
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things we suggested were not done. I feel there is one place we might 
start. 

Your commission certainly ought to have on it some Members of 
Congress, first, because they have wrestled with this thing for 8 years, 
and while completely sympathetic with it, they know more of the 
pitfalls. 

Second, when recommendations are made, they are in a better posi- 
tion to ride herd on the recommendations and see that something is 
done about them. 

Many of these surveys have come up with wonderful suggestions. 
The New York Times writes an editorial on them and that is about all 
that happens. 

Mr. Hays of Ohio. “Most of them,” let’s say. 

Mr. Jupp. Yes. 

Actually, you have to have on such a commission people like John 
Vorys. For example, on this question of loans and various other 
aspects, he has fought for them for 8 years to my knowledge. 

You have to have somebody here in Congress and the committees to 
follow them through, or a year later you will come back and find the 
same old thing under another name. 

I don’t envy you your job and I admire you for what you have accom- 
plished. I have not spoken in criticism. I am just urging you not to be 
weary in well-doing, and in helping us get the program in shape so that 
it will really do what we all want it todo. Because if it doesn’t succeed 
more effectively, the opposition in this country is going to mount. I 
think we must admit that. It isa thing of which people get tired after 
while. An exhaustion develops in the morale at home. I think most 
of us would report that from our own districts. It disturbs me. I think 
your statement will help a lot to get it back into proper perspective in 
the minds of people. 

Secretary Duties. Thank you. 

I spoke of this principle of reciprocity, Mr. Vorys, in which you 
would be interested. It is one of the things that is important. 

Chairman Ricwarps. Mr. Selden 

Mr. Sevpen. Mr. Secretary, you pointed out there would be a number 
of matters relating to the administration of this program that are to 
be considered by the independent group scheduled to study it. 

Will the possibility of including in the defense budget the military 
funds that are now in the Mutual Security Act be considered ? 

Secretary Duties. That would be one of the things to be considered, 
and there are a lot of pros and cons on that matter. I don’t want to 
go into them now, but it is very complicated. 

Mr. Serpen. Has that been considered in the past, the possibility 
of including these funds in the defense budget ? 

Secretary Duties. Yes. 

At the time the President submitted his reorganization plan which 
created the present ICA, that was very carefully considered. 

At first glance it would seem logical to include it—the direct mili- 
tary aid, at least—in the defense budget. Certainly that would have 
advantages in clarifying the position from the standpoint of public 
opinion and so forth. 

Actually, the situation is not quite as simple as that because our 
experience has been that most of these countries cannot maintain the 
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size of military establishment that the military people would perhaps 
like to see without heavy impact upon their economies. .When I say 
the military people, I mean the military people on both sides. ' 

When you begin to think in terms of the military aid to forei 
countries, you’ve got to take into account the fact that perhaps ie 
every dollar of military aid you give you may have to give $2 of 
economic aid. Military people alone perhaps don’t always have that 
sufficiently in mind. There are a good many considerations which 
make it difficult to separate the two things. 

I don’t want to seem to prejudge this question, because it is one of 
the matters which I think needs to be discussed. All I do want to sa 
here is that the problem is a highly complicated one, one where intelli- 
gent and honest people can very reasonably differ and I think it is one 
of the things that needs to be further studied. 

Mr. Sevpen. Thank you. 

Chairman Ricnarps. Mrs. Bolton. 

Mrs. Botton. Mr. Secretary, I am perhaps troubling the committee 
itself a bit, but I want to trouble you. How much study is being put 
in by the Department, or is there study being made in the Depart- 
ment, inasmuch as you want to extend programs in the future, of 
the importance of Africa? 

Secretary Duties. I would say that is being studied quite inten- 
sively. I want to say to the committee—I think it should be on the 
record—that your own trip there has stimulated our thinking and 
effort very considerably and I believe that that trip of yours was a 
very real contribution to our own United States welfare, because that 
continent is tremendously important as a developing area. 

George Allen, the Assistant Secretary of State, is going there, to 
some extent following your footsteps, although he is not going to be 
able to do all that you did, He is leaving today. Perhaps he has 
already left to go there. He will be the first Assistant Secretary of 
State who has ever been to A frica, south of the Sahara. 

Mrs. Bouton. Yes, I realize very thoroughly how difficult our situ- 
ation is because of the very few countries who are free to do as they 
wish. That we have to go through the metropoles most of the time. 
But I would like to be able to feel that the Department has as much 
vision on the possibilities and the strict seriousness of it, as I found 
in the Bureau of the Budget, to my amazement. 

I found more vision, more understanding and more live imagination 
in the group that asked me to come over and talk with them there, than 
I have been able to find, partly because of the terrific pressure they 
are under, in the various asc of the State Department and the 
groups. I am hoping most sincerely that we will be able to find the 
kind of men and women who will consecrate themselves a bit to this 
exceedingly important area of the world before it is too late, and it Is 
moving very fast. 

I am not so much asking a question as making a statement that I 
wanted to have in the record. 

Thank you very much, Mr. Chairman. Thank you very much for 
your kind words about my trip. Somebody had to do it. I was free 
and was very happy to be able to do it. 

Chairman Ricuarps. Mr. Jarman—— 

Mr. Jarman. Thank you, Mr. Chairman. 
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Mr. Secretary, I have but one question: We in Congress naturally 

et a lot of contact from people in our own congressional districts. 
Pam sure my district is fairly representative of the kind of sentiment 
that comes to us. : [ ; 

There is a lot of concern about the money we spend in foreign-aid 
programs and there is always the question “For how long, for what 
period of time must we make such expenditures and in such tremen- 
dous amounts ¢” ‘ 

Judging by your quotation at the end of your statement wherein you 
refer to the President’s statement, “The program as it is now outlined 
represents to us a minimum that is necessary for the welfare of the 
United States in the years to come,” I conclude that you feel this is a 
minimum program. 

I wonder what comment you would make, sir, as to “minimum” in 
terms of the foreseeable future, or for what period ? 

Secretary Duties. Well it is awfully hard to look ahead. I do not 
see any prospect that we can safely reduce, let us say, the Defense 
Department budget for the next few years. Indeed, J think the De- 
fense Department came in with a supplemental request this year for 
nearly a billion dollars more than had been anticipated. I feel that the 
same reasons which are probably going to require a large, continuing 
defense budget for the United States, are also going to require this 
type of a budget which in a sense is supplemental to, and which essen- 
tially complements our own national defense budget. 

Indeed, I would say this, that if we did not have this mutual se- 
curity budget of some $4 billion, we would probably have to increase 
our national defense budget by considerably more than $4 billion. 

In other words, taking the thing as a whole, it is, I believe, the most 
economical way to get the defense that we want. 

The defense that we want, some of it, cannot be adequately gotten 
merely by spending money on United States forces within the United 
States. We must consider the point from which we would have to 
defend if the Soviets wanted to attack. This is a part of our overall 
purpose of deterring aggression by the Soviet Union. I do not my- 
self see how even at a far greater cost than the cost of this program 
we could buy comparable deterrents, even though we spent a great 
deal more money. 

As I say, you asked how long this was going to be required. I 
would say in my opinion something like this is going to be required 
as long as it seems necessary to spend $35 billion or thereabouts, on 
our own defense. It is just part and parcel of the same effort and 
essentially complements it. If we didn’t have this program, as I 
say, I am quite sure the defense people would come in for a request 
which would more than pick up anything you tried to save on this 
program. 

Mr. Vorys. Would the gentleman yield? 

Mr. Jarman. Yes. 

Mr. Vorys. I forget whether we have gotten the figures for this 
year, but last year it cost $5,900 to have an American soldier over- 
seas, without a gun in his hand. This program costs the United 
States $744 for each foreign man in service, with weapons in his 
hands, placed where our Joint Chiefs think he ought to be for our 
mutual security. There is an element of economy there, that I think 
ought to be apparent to our people. 
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Mr. Hays of Ohio. Does that include the five divisions of the French 
troops who aren’t where they ought to be? 

Mr. Vorys. I don’t know. 

Mr. Jarman. Well, Mr. Secretary, I conclude with this comment: 
I hope that it will be emphasized and reemphasized in the President's 
reports to the Nation, and your own speeches on television and radio, 
and by others in authority in the Government, that the program ig 
only 10 percent of the total figure for all forms of national security, 
domestic and foreign, that our Government will be expending—if 
that can be gotten across to the people of our country, it will certainly 
aid in a favorable reception for the foreign aid program. 

Secretary Duties. Thank you very much for that suggestion. We 
will try to profit by it. 

Chairman Ricwarps. Mr. Fulton. 

Mr. Futton. I want to congratulate the Secretary because I think 
he has been doing a good job under very difficult world conditions. 

As I look back to 1952 and 1953 when the Secretary came in, and 
then see the change there is now, I certainly believe there are grounds 
for optimism, and I am one who is more than pleased with the Eisen- 
hower-Dulles team. 

We should never forget that the man at the center of the interna- 
tional problems is not the person who caused the troubled world, 
but the fellow who is trying to help solve these tremendous world 
problems that won’t even be solved in our generation. 

So that a good many of these comments that are reflected to Con- 
gress are just the expressed pessimisms of many people who don’t 
like to live in these troubled times but if we people are going to live, 
we just have to swim through them. 

Some of the cries that we hear complain of the program either not 
being enough military, or not being enough economically, or else 
not being enough “spiritually.” Nobody seems to know what that 
kind of “spiritually” really means. It reminds me of. the story 
of the two girls going up to the captain on the ship and saying, “Can't 
you go any faster, Captain?” 

He said, “Yes, my good girls, but I have to stay with the ship.” 

As Secretary, you are in the position of this captain when they ask 
you to go in so many directions and speeds at once. As Secretary, 
you are on the Eisenhower team and the Eisenhower ship, and your 
position, to me, is governed by the public opinion of the great Ameri- 
can people, as well as the public opinion abroad, I don’t look for you 
to be solving all the problems, but I certainly want to congratulate 
you on the things you have done. 

We had a subcommittee that went to the South Pacific and the 
Pacific who have made a general report. On page 209 the report 
said : 

In this tense and critical period, the efforts of the United States to aid the 
legitimate ambitions of the people of the Middle East and Southeast Asia 
were seriously weakened by the holding of the first Geneva Conference. 

I wish to record that I disagree with that statement firmly and 
squarely. 

On page 210 the subcommittee said further : 


The combined effect of the first Geneva Conference, and the change in Com- 
munist tactics, has resulted in the growth of neutralism in these regions. 
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I wish to record that I disagree with that just as squarely, too. The 
ublic and the administration should know that there is disagreement 
on the Foreign Affairs Committee on these major points. 

Mr. Jupp. “Was you there, Charlie?” 

Chairman Rrcwarps. What subcommittee is this? 

Mr. Fuuron. This is the Zablocki subcommittee. 

Chairman Ricuarps. Dr. Judd was the ranking member on that. 

Mr. Futron. It was a unanimous report, but some of us do disagree 
with these broad statements of the report. 

On page 211 there is the statement— 

We must do a better job of analyzing people. This is where the Communists 
have left us far behind. 

I disagree with that statement just as thoroughly, as a comment. 

Mr. Hays of Ohio. Why don’t you write a minority report and save 
time ? 

Mr. Fuuron. I want it publicly stated that some of us disagree with 
the report. 

Mrs. Cuurcu. I think the statement should include the fact that 
you were not on the trip. 

Mr. Futron. I think that that is known, and also that the sub- 
committee was not at the Geneva conference which they criticize so 
severely. But I likewise want it known that some of us have regularly 
voted for this foreign-aid program. 

Mr. Hays of Ohio. And while you are on that, some of us who 
aren’t on this team you are talking about have helped put the program 
across, too. 

Mr. Funron. Democrats as well as Republicans have helped on 
the United States bipartisan foreign policy. 

Mr. Jupp. Have you seen me voting against it or trying to block it? 

Mr. Futon. No, you have consistently supported the United States 
bipartisan foreign policy. 

Chairman Ricnarps. Wait a minute. 

Mr. Fuuron. I have a question. 

_ Chairman Ricuarps. I just wish you Republicans wouldn’t divide 

in the face of the common enemy. 

j Mr. Fuuron. Well, I happen to be with the Eisenhower team on 
is one. 

May I have the comment of the Secretary, if he will, as to whether 
the Geneva Conference resulted in success or failure. 

Mr. Jupp. Wesaid the first one. Read it. 

Mr. Futon. The first one? 

Mr. Jupp. Yes. The net impact of the first one was bad. The 
second one recovered a great deal of the loss of confidence in us because 
we didn’t give anything away. But they thought the first one was 
going to be like some other conferences where the free world gave in 
to the Communists. 

Mr. Fuuron. This is a very important point of foreign policy. 

_ Mr. Jupp. I just wanted to be sure you got all the words in that are 
in the report. 

Mr. Futron. The question is this: Wouldn’t there have been a 
greater criticism of the United States not being willing to sit down 
in these Geneva conferences to try to work some of the matters out 
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on a peaceful basis than if the United States had firmly refused even 
to sit or discuss our differences with the opposition, Mr. Secretary} 

This is a hot point. 

Secretary Duutes. I believe the failure of going to the first Geneva 
Conference would have had worse consequences than those which are 
attributed to the Conference itself. 

Mr. Furron. That is what I believe, too. 

Thank you very much. 

Chairman Ricuarps. Mr. Byrd. 

Mr. Byrp. I regret very much that the discussion has at last taken 
the turn that it has. 

I don’t look at the mutual security program or any legislation 
peceoteneng it as being Republican or Democratic, as such. I have 

en under the impression that our foreign policy was bipartisan. | 
am sorry that references have been made to what the Eisenhower team 
is doing and what this team and that team are doing. I thought we 
were all on the same team with regard to our foreign policy. That is 
the team I want to be on, the team that is working for the best interests 
of the United States and all of its people and both of its political 
parties. I am not particularly interested in who the captain of that 
team might be at this particular time. I am interested in the plays 
and whether we are making any touchdowns. 

Secretary Duties. Mr. Chairman, I would just like to say that, as 
far as I am concerned, I regard the policy that we are trying to work 
on here as a bipartisan policy. We could not have any success if it 
were not a bipartisan policy. I don’t know whether I am going to be 
before this committee again this year. I hope so, but I may not be in 
public session again. 

Mr. Furtron. The Geneva Conference was suggested by Senator 
George, a Democrat, so that is a bipartisan undertaking, to which the 
subcommittee objects. 

Secretary Duties. I would like to say the chairman of this commit- 
tee, in my opinion, is one of the great statesmen that this country has; 
that his help, advice, and stalwartness has been of immense value to me 
as Secretary of State; and, whatever success I may have achieved, I am 
perfectly willing to give a very large share of it to your chairman. 

Mr. Vorys. Hear, hear! 

Mr. Jupp. Hear, hear! 

Chairman Ricuarps. And to the members of the committee. 

Secretary Duxies. Yes, but the chairman, and particularly such a 
chairman as you are, is unique, and I think it is a tragedy for the 
country that you are not going to stand for reelection. 

Chairman Ricuarps. I believe I will run for reelection on the basis 
of that statement. 

Mrs. Botton. We will all get behind you if you will. 

Chairman Ricuarps. Proceed, Mr. Byrd. 

Mr. Byrp. Mr. Chairman, I am glad to hear the Secretary say that 
the change in tactics by the Communists has not convinced him that 
there is any change in the ultimate objective. I have always been proud 
to believe and to say that in my opinion Secretary Dulles was not 
being fooled by the tactics of the Communists. 

I heard an analogy a minute ago concerning those tactics and Dr. 
Judd spoke of the football team. There is another analogy which 
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might be referred to, The present tactics of the Communists, as com- 
pared with those of the past, might be likened unto Isaac’s statement 
concerning the efforts of his son Jacob to cheat Esau out of his father’s 
blessing. You will recall that Isaac said, “The voice is Jacob’s voice, 
but the hands are the hands of Esau.” The new tactics of the Com- 
munists today may be the voice of Jacob but they are still the hairy 
hand of Esau. 

I would like the Secretary, Mr. Chairman, to tell the committee what 
the forces of liberalism are in Russia. He spoke of some of the forces 
developing within Russia which might indicate that the people were 
becoming better educated and that there was a more informed public 
opinion developing. 

I am interested in knowing what those forces are. Are they palpable 
and tangible, or are we just taking this information on the basis of 
rumor? Is it just wishful thinking? 

Secretary Duties. It seems to me, Mr, Chairman, that there has 
been going on a revolution which carries with it certain consequences 
which in the long run are irresistibly undermining the type of com- 
plete police-state despotism which has been characteristic of the last 
10 years. 

The Soviet Union during these 10 years has been trying to excoriate 
more people for a particular purpose which it had in mind. The 
purpose was to convert the Soviet Union from essentially an agricul- 
tural community into a modern industrial state. ‘lo do that they have 
had to educate and indeed educate quite highly a very large number of 
people. 

They have educated them for one purpose. But you can’t educate a 
man’s mind so that he can think in terms of electronics and things of 
that sort and be sure that the only thing he is going to think about is 
electronics. The man goes home, and he walks to and from his work 
and meanwhile his mind is working. You can’t develop his mind and 
say, “You have a fine mind, but you can only use it for one purpose.” 

Minds become educated to an extent and they want to think and they 
do not want to be told by the government that they can only think 
about one particular thing and only come to one particular conclusion. 

I think it is inevitable that the increase in education in Russia has 
brought about a demand for a state in which there could be greater 
freedom of thought than under the Stalin period when there was sup- 
posed to be iron discipline not only in terms of deed but in terms of 
thought. 

At the same time, you have also brought into being a class of people 
who demand greater personal security than they have had before and 
you do not want to live in a society where at any time somebody can 
knock on the door and take people off into a cellar and shoot them. 
lhere has been a kind of revulsion against that type of thing. 

There has been some evidence of a growing—that the power at the 
top 1s being more widely distributed; that not only has there been a 
change in one-man dictatorship—which is not entirely surprising be- 
cause you can’t have a one-man dictatorship without the right man— 
the committee has tried a collective dictatorship but there has been 
more of an attempt on the part of that collective dictatorship to con- 
sult down below. 

, 1 he Soviet civilian is perhaps exerting greater influence on policy 
than has been the case up to the present time. 
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There is a growing demand for more consumers’ goods. While that 

is being substantially held under control and could be held more di- 
rectly under control, if there were external successes to justify the pres- 
ent Government and its policies, that cannot be held indefinitely under 
control. 

There was an effort to give recognition to it when Malenkov became 
the first premier to succeed Stalin. It seems to have been realized that 
they could not carry out their military policies and their foreign poli- 
cies if they allowed that demand to assume any larger proportions, 
Nevertheless, the demand is there. It is accentuated by the fact that 
the Soviet apparently—their rulers—are trying to withhold from 
their own people knowledge of what we might call their foreign aid 
program. They don’t dare let their people know because the people 
would say that they had better be taken care of, first. 

There are tendencies of this sort. They are particularly apparent, 
also, within the satellite countries where there is a growing demand 
for independence and where there are today differences of opinion of 
a type that were always suppressed up to the present time. 

Now, I don’t want to tend to exaggerate these things. As I say, what 
I am looking forward to is a period of 10 years or maybe of a genera- 
tion. But there are some encouraging signs there, which I think we 
can count on to become stronger and more powerful, if we maintain 
our own posture of strength; if we do not allow fake reforms within 
Russia to be accompanied by such external successes that on net bal- 
ance, people will say, “Well, we'd better stick with what we have; we 
seem to be doing pretty well.” 

That substantially answers your question. 

Chairman Ricuarns. We are going into executive session in a min- 
ute. The Secretary has to get away from here in about a half hour. 
There may be some questions about conditions in individual countries. 

Mrs. Church, did you want to ask something in open session ? 

Mrs. Cuurcn. I would like just to say this to the Secretary. 

Mr. Secretary, we have such faith personally in your capacity and 
integrity that we hope you know, if. sometimes we do not vote for 
everything you ask, that we are still on your team. I hope you will 
believe those old words, “Sometimes there is more faith in honest 
doubt, believe me, than in half the creeds.” 

I would like to express this hope: That when the new commission is 
set up, be it executive, legislative, or whatever it may be, some earnest 
effort be made to reexamine the policy as well as the programs. We 
are glad you are where you are. 

Chairman Ricuarps. Mr. LeCompte—— 

Mr. LeCompte. Mr. Chairman, I really have no question. All I 
wish to say, Mr. Secretary, is that I have had complete confidence in 
you all the time, but I really have more today, because I think you 
have made the best statement on our foreign policy that I have heard 
in a year or two. I hope it will be thoroughly read throughout the 
United States because I think it is a splendid statement. It reaffirms 
my allegiance. 

Mr. Futron. May I add again, to my own approval. 

Chairman Ricnarps. Mr. Morano. 

Mr. Morano. Thank you, Mr. Chairman. 

I read in the paper where Senator Fulbright was quoted as having 
said that this program emphasizes the military—in effect—emphasizes 
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the military too much and it is out of balance. Would you care to 
make any comment about that? 

Secretary Duues. I think I would rather not comment on that, if 
you will excuse me. I don’t want to comment on it in the context of 
a controversy with Senator Fulbright. 

Mr. Morano. I beg your pardon ? 

Secretary Duties. I don’t want to seem to get, here, into a contro- 
versy with Senator Fulbright. I doubt whether this is the proper 
time or place to do that. 

Mr. Morano. Well, let me put it this way 

Secretary Dutues. All I can say is that I would not have endorsed 
the program which is before you, if I thought it was out of balance. 

Mr. Morano. Well, I have the feeling that the program has balance. 

Chairman Ricuarps. The Secretary just said that he wouldn’t en- 
dorse the program if he thought it was out of balance. 

Mr. Morano. That doesn’t answer the question. 

I will yield to anyone. 

Mr. Jupp. Will you repeat your question. We didn’t get your 
question up here. 

Mr. Morano. The question is—— 

Chairman Ricnarps. Mr. Prouty—you haven’t finished, Mr. Mo- 
rano? Ithought you said you were finished. 

Mr. Morano. No. 

Senator Fulbright was quoted as having said in the paper before 
a committee of the Senate when somebody was testifying on this pro- 
gram that this program is out of balance. In effect, he said that it 
emphasized the military aspect too much. I was trying to get the 
Secretary to state—— 

Chairman Ricwarns. The Secretary said he didn’t care to com- 
ment on that. That is the point. 

Mr. Morano. I heard him say that. 

Now, Dr. Judd wanted to hear me repeat the question. 

Mr. Jupp. I thought you said he didn’t answer your question. 
What he did say was that he wouldn’t have endorsed it if he thought 
it was out of balance. 

Chairman Ricuarps. Mr. Prouty. 

Mr. Proury. Mr. Secretary, would you comment on a two-part 
question which I received from a prominent constituent this morning: 

Has the ECA, FOA, ICA, etc., ete., ever acted upon a point 4 project or any 


other economie aid project only after a resolution has been passed by a freely 


elected partliamentary body, provisional or federal, of an underdeveloped 
country? 


And now the second part of the question : 


Has all, or practically all of our taxpayers’ money gone where some American 
official in Washington or a foreign capital has hoped, imagined, and usually 
beseeched some foreign official in the country concerned to please accept our 
money, our know-how, our engineering, our material and equipment? 

Secretary Duties. Do you have that in writing, if so, I would like 
to read it because it is a little complicated. 

Chairman Ricnarps. Where did that come from ? 

Mr. Prouty. From a constituent. This is only one of several 
questions he asked. 

Chairman Ricuarps. Mr. Vorys. 


75009—56——__64 
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Mr. Vorys. I just wanted to say that in view of the fact we have 
been told, when the programs are being submitted to this legislative 
body, that our programs often have to be delayed because they have 
to be submitted to the legislative bodies of other countries, any mem- 
ber of the committee who has heard that repeatedly could answer 
that part of the question. 

Chairman Ricuarps. Mr. Secretary, you have read Mr. Prouty’s 
correspondence ? 

Secretary Duties. I could give as a broad answer to the question 
that the question of where and how this mutual-security program oper- 
ates is primarily determined not by the degree to which we are asked 
or degree to which we are not asked. It is determined primarily on 
what we here in Washington judge to be the best interests of the 
United States. We make the judgment, and the judgment is made 
from one standpoint only and that is, what will serve the enlightened, 
long-range interests of the United States. We are not primarily 
swayed by the fact as to whether a country wants help or doesn’t want 
help, whether it asks for help or doesn’t ask for help. 

We decide this is the American taxpayers’ money and it should 
only be spent where it will serve the best interests of the United 
States. That is the basic consideration, Mr. Chairman, as to whether 
it is spent or not. 

Some foreign governments think they can get more money by beg- 
ging hard for it. Some people think they can get more by not begging 

or it, 

I don’t think it makes any difference, as far as I can judge—and 
certainly that is our policy—whether the recipient government makes 
a strong plea for it or does not make a strong plea for it. It is de- 
cided, for example, and it is recorded by treaties, as I have men- 
tioned, for example, that certain areas are vital for the peace and 
safety of the United States. That has been the determination re- 
corded in treaties that have been made by this country and ratified 
with the consent'of the Senate. 

Now, when you say an area is vital, and that an attack upon it 
would endanger the peace and safety of the United States, that 
carried with it certain implications, and you try to build up and 
strengthen that area which the Nation has found in the most solemn 
way possible to be important from the standpoint of the safety and 
security of the United States, That is the criterion that we apply. | 

Obviously, you can’t impose upon a country a program that it 
doesn’t want, but the program which we try to work out on a basis 
of cooperation—because that is the only effective basis for these 
things—is how to prevent attacks upon areas which we judge, in our 
own interests, are important from the standpoint of the peace and 
security of the United States. 

And of course this cooperative approach does require the approval 
of these programs by the legislature of the other government, which 
must pass on its own expenditures and administrative arrangements 
in connection with the programs, just as our Congress passes on the 
Mutual Security Act. 

The idea that this is a giveaway program; that we give it away to 
the people who beg for it most plentifully, or that we impose it upon 
people who may not want it, that is entirely a false conception. This 
program originates right here in Washington, D. C., on the basis 0 





a poll 
of th 
on a 
succe 
we p 
try I 
base 


mac 
Gen 
am 
the 
the 
did 
to 1 
of | 
( 
fro 


to 
bi 
pa 


MUTUAL SECURITY ACT OF 1956 1003 


a political and military judgment as to what is required in the interests 
of the United States. Then from that point on we try to carry it out 
on a cooperative basis, and a basis which we think will be most apt to 
succeed. You can assure your constituent that this is not a case where 
we pass out money on the basis of the eloquence of the pleas the coun- 
try makes or their lack of a plea and so forth. That this is a policy 
based upon a decision made in Washington as to what will serve the 
best interests of the united States. 

Mr. Proury. Thank you, Mr. Secretary. 

Mr. Jupp. Mr. Chairman. 

Chairman Ricuarps. We want to go into executive session. 

Mr. Jupp. I want to say one thing in open session, namely, that 
there is nothing in our pubsiommalaion report to which reference was 
made which suggests or implies that we should not have gone to 
Geneva. It merely records a serious sag of morale and confidence 
among our allies in Asia that took place after the first Geneva, before 
the demonstration at the second Geneva that while we did talk with 
the Communists, we did not give in to them, did not betray any allies, 
did not sacrifice any of our principles. We would have been untrue 
to the facts if we hadn’t reported that sag, but there was no criticism 
of our going to Geneva in the report. 

Chairman Ricwarps. Mr. Fulton came to the wrong conclusion 
from what he read, is that right? 

Mr. Jupp. Yes. 

Mr. Futron. I am very glad you put that in the record. I am glad 
to know that the subcommittee did not really intend to criticize the 
bipartisan support and the decision of the present administration to 
participate in the Geneva conferences. 

(Whereupon, at 12:25 p. m., the committee proceeded in executive 
session. ) 


EXECUTIVE SESSION 


Chairman Ricuarps. Mr. Secretary, we have that defense bill be- 
fore the House today. There will be not more than three votes against 
it. It provides about $35 billion for defense. It is accepted without 
question because the military men, including the President, say it is 
necessary for defense. This mutual security bill is supposed to be an 
integral part of the program. 

I think the $3 billion military aid should be in the military authori- 
zation. It would work exactly as it does now. The Defense Depart- 
ment handles the essentials now. I am afraid it is too late to talk 
about making a change this year. 

Now, we have just a few minutes. 

Mr. Secretary, I promised you I would get you away from here at 
12:30 and it is 12: 27, now. 

Could you stretch it to about 10 minutes? 

Secretary Dutues. Yes. 

Chairman Ricuarps. Now, who wants to ask a question ? 

Mrs. Kelly. 

Mr. Vorys. Something on Yugoslavia. 


: Mrs. Ketiy. Not at this point, but I have plenty to ask on Yugo- 
slavia. 
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Mr. Secretary, I will ask you about the attitude of the NATO mem. 
bers, as far as this program is concerned. Are they going to live up to 
their agreements at this point? Is this a two-way street ¢ 

Secretary Dutxes. As I said in the public portion of this hearing, 
I think there is a tendency in some of these countries to assume that 
the change in Russia has already gone to the point where Russia 
need no longer be considered as a serious threat. 

I did not find that feeling on the part of the United Kingdom 
which has just had a visit from Khrushchev and Bulganin and had 
some pretty straight talk from them, and who are right up against the 
threat to the Middle East which very vitally affects the future of the 
United Kingdom because from the standpoint not only of the oil, but 
from the standpoint of that foreign exchange position. Even if you 
could get the oil elsewhere, they could not afford to pay for it. They 
feel that the Russians are grabbing at the jugular vein. 

I would say that the United Kingdom is perhaps stronger in its 
view that the peril still exists than it has been until recently. 

The same is not true with some of the continental countries and of 
course the Soviet Union is making a particular effort to try to prevent 
the creation of a German military force. 

I referred in public session to the fact that I anticipate that there 
may be an announcement from the Soviet Union which they will try to 
make spectacular, indicating that they have practically disarmed. 

I would not be surprised at all if they took some of their people 
out of their land forces and put them into the factories and on the 
farms where they perhaps need them more. 

(Discussion off the record.) 

Mrs. Ketiy. Well, then may we consider France and Italy. You 
have many conflicts with them. 

Secretary Duties. Of course, the French are having trouble in 
North Africa and that has drained off a considerable part of the forces 
in the area. Of course, they point to the fact that under the original 
NATO Treaty, Algeria was made a part of the North Atlantic Treaty 
area, so they say their troops are still in the area that was deemed vital 
for defense, including the area of the North Atlantic Treaty. 

That is technically and indeed substantively correct. If that area 
should fall into Communist control, Europe could be attacked from the 
flanks in North Africa. or endangered from the flanks in North A frica, 
just as well as it could be by frontal attack from the East. 

In Italy, I think that the Government as is now constituted is strong 
and vigorous and is desirous of carrying out its commitments. 

I do not think there is any reason to think Italy would not carry out 
its commitments. 

(Discussion off the record.) 

Secretary Duties. Those two forces are certainly at work, and 
while they do not impair as yet the military efficacy of NATO, I do 
think they suggest if you are going to maintain the unity of Western 
Europe, you have to do some relying upon something that is more 
solid, lasting, and dependable than merely fear. 

Mr. Jupp. Will the gentlewoman yield ? 

Mrs. Key. I donot believe I have any more time. 

Mr. Jupp. It follows right on that point. 
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You agree that this Soviet peace offensive, as far as some of the 
countries are concerned, is succeeding in softening their resolution, 
isthat right ? 

Secretary Duties. I would think so. 

(Of course, they think we are wrong in mistrusting what is going on. 
Only the future can tell, and I do not believe even the future can tell 
who would be right or wrong. The future can tell us if we are wrong. 
If the future works out all right, they will claim that they were right 
and we will claim we were right and nobody can decide. 

Mr. Jupp. You said the effect of the Bulganin and Khrushchev visit 
to England had, if anything, the effect of strengthening the resolu- 
tion of the British leaders. 

Did it have the same effect on the people? 

Secretary Dutues. I think it did. 

Mr. Jupp. Iam glad to hear that. That has been the soft spot. 

Secretary Duties. Mr. Gaitskell will be here next Monday and I 
will have a chance to talk directly with him, but I think the impact 
upon the laboring people of England was that they were impressed. 

Mr. Jupp. We said in our study mission report: 

But the fact remains however, that to many peoples of the Middle and Far 
East the Communist pose of friendly cooperation and assistance in the economic 
realm has many attractions. 

(Discussion off the record.) 

Chairman Ricnarps. You had another question, Mrs. Kelly? 

Mrs. Ketty. That answer, Mr. Chairman and Mr. Secretary, seems 
to be contradictory to your statement on page 2, where the NATO 
ministers said: 

We agree that these changes were on the whole encouraging. 


If that is the fact, they are not encouraging. 

Mr. Funron. But overall, these current world changes are encour- 
aging. 

Mr. Jupp. They thought they were encouraging. That is what he 
just said. Their position softened a certain amount. 

( Discussion off the record.) 

Mr. Jupp. Mr. Chairman, I would like to ask the Secretary a 
question about Ceylon. 

I have a letter from a friend in Ceylon who raises a question as to 
whether we should pursue, with the vigor that he said our representa- 
tives are displaying, efforts to develop our program there. He wrote it 
after the election. 

He writes, for example: 
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These last few weeks have been spent in intensive surveys by specialists in 
the fields of agriculture, industry, transportation, housing, health— 


And so on, 


Now, it seems to me this is a case where we ought to go slowly at first. 
We saw half a dozen programs around the world where we got into 
such things as housing. That is so complicated that it seems to me it 
1s one of the things we could do the third or fourth year. Why start 
out a program of aid by telling them how to rebuild their houses? We 
did that in Egypt and alienated people. 

lhis is the kind of zeal that bothers me. After criticism, again and 
again and again, about starting out in a country with too many projects 
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now, our people are over there pushing vigorously to get this big pro- 
gram in operation. 

( Discussion off the record.) 

Mr. Jupp. Why don’t we put our toes into the water before we get 
clear up to our necks ¢ 

I wish you would have somebody in the Department look into that a 
little bit. 

Chairman Ricwarps. Mr. Secretary, | know you have to go, but 
while we are considering this matter of making a big survey, has the 
Department firmed up what they want to do about appointing a new 
commission, and whether you want to include members of the legis- 
lative branch, or what ? 

Secretary Duties. We have not firmed up our position there, as far 
as I know. 

I have been pretty busy since I got back, but I do not think the 
position has been firmed up. 

Chairman Ricnarps. I think we should have some idea: about it 
before we carry this bill to the floor. It may be necessary for us to do 
something about it in this bill ; I do not know. 

Mr. Vorys. That is a controversial item within this committee. 

Certainly, if we do not do something in this committee, there are 
already presented many amendments, some of which will be submit- 
ted, even in the committee, to authorize commissions. 

Chairman Ricwarps. Now, I have to get the Secretary away. He 
has an engagement. 

( Discussion off the record. ) 

Chairman Ricnarps. Thank you, Mr. Secretary. 

The committee stands adjourned. 

(Whereupon, at 12: 50 p. m., the committee adjourned to reconvene 
at the call of the chairman. ) 
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APPENDIX 


(The following statements have been submitted for inclusion in 
the record :) 


NATIONAL ASSOCIATION OF MANUFACTURERS, 
New York, N. Y., March 21, 1956. 
Hon. JAMES P. RICHARDS, 
Chairman, Foreign Affairs Committee, 
United States House of Representatives, Washington, D. C. 


Dear Mr. RicHarps: We note with interest that the Foreign Affairs Committee 
is holding hearings on the President's foreign aid recommendations, and request 
the privilege of placing before the committee the views of this association as 
established by action of our board of directors February 10, 1956. 

Our position with respect to foreign aid is as follows: 

‘1.The security and well-being of the people of the United States is the 
objective of our foreign-aid policy. 

“2. That objective will be furthered by cooperation with other nations of the 
free world similarly committed to peace and security for their peoples. 

“3. It is in our self-interest to assist cooperating nations to gain positions of 
strength, to protect themselves, and to join us in presenting a united front 
against subversion and aggression. 

“4. In the furtherance of such objectives, the United States program of foreign 
aid, despite past mistakes and waste, has been sufficiently successful to warrant 
its continuance so long as it contributes to our direct interest. Under no 
circumstances should we be led into a competitive effort to buy the support of 
foreign countries by increasing our foreign-aid grants beyond that point. In- 
creasing effort should be made to improve the effectiveness of the administration 
of the entire foreign-aid program. 

“5. Our foreign-aid policy should be completely integrated. Assistance directly 
related to defense should be dictated by military considerations and should lie 
within the province of the Department of Defense. Aid unrelated directly to de- 
fense should properly be placed under the International Cooperation Administra- 
tion as a part of the State Department which is primarily responsible for our 
foreign policy. 

“6. In view of the degree of worldwide recovery and prosperity since the 
initiation of the foreign-aid program, progressive reductions should be effected 
in foreign-aid expenditures unrelated directly to defense—and should be wholly 
eliminated in the case of prosperous countries. 

“7, Our continuing policy should be to foster free competitive enterprise by 
private investment and private activity. In view of the increasing availability 
of funds from private sources as well as from the World Bank—and its affiliated 
International Finance Corporation—and the Export-Import Bank, economic 
assistance funds appropriated to the administering agency, the International 
Cooperation Administration, should not be used to finance industrialization 
abroad. 

“8. Opportunity should be afforded the free world for a full exchange of infor- 
mation and views in fields of economic and cultural experience. Technical 
assistance funds can be effectively utilized to this end if programs are established 
with a view of achieving practical and appraisable results. Foreign participants 
should, in every case, assume a share of the expenses of participation.” 

This position was developed by the association’s international relations com- 
mittee comprised of 210 members, many of them with extensive experience in 
the fields of international trade and investment. It was approved unanimously 
by the association board, with more than 100 in attendance, representing over 
20,000 United States manufacturers broadly distributed as to geographical 
areas as well as to size and nature of industry. 
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We hope that your committee will find the statement of constructive value jp 
its deliberations and will appreciate it if you will arrange to have it appear jp 
the record of the hearings. 

Sincerely yours, 


Cota G. Parker. 





STATEMENT OF VIEWS OF THE CHAMBER OF COMMERCE OF THE UNITED Srargs 
REGARDING THE MUTUAL SeEcuURITY PROGRAM OF 1956 (H. R. 10082) 


The measure under consideration to extend the mutual security program js 
fundamentally similar in principle and objective to that of previous years—to 
provide military, economic, and technical assistance to other areas of the free 
world—to promote the security and foreign policy of the United States. 

This program and its predecessors—the Marshall plan, the point 4 program, 
and mutual defense assistance—have had the support of the national chamber 
over the past 8 years. 

The national chamber’s membership reaffirmed its support of the principle 
of the mutual security program at its recent annual meeting, May 2, 1956. 

The chamber believes that the burden of justification of amounts requested 
for the conduct of this program is on the executive officers who are in com- 
mand of essential details regarding the projected program. In considering the 
justification presented, Congress should examine critically— 

(a) The requested 200 percent increase in obligational authority ‘for 
military assistance. 

(6) The long-range commitments. 

(c) The large carryover of funds. 

(d@) Adequacy of information. 

The implications of present world tensions have awakened America to the 
overwhelming importance of building and maintaining a strong national security 
program. The war of ideologies is now in the open, and it promises to be both 
pronounced and prolonged. These circumstances require that our country be 
strong militarily, both to parry a surprise blow and to strike in retaliation, for 
an indefinite period in the foreseeable future. It also involves the strengthen- 
ing of the free world by imparting some measures of encouragement to freedom- 
loving peoples everywhere by the bulwark of our strength as well as by material 
assistance. 

Since the Geneva summit meeting we have seen a new phase of the cold war 
develop. The Soviet Union, following its zigzag course of action in world con- 
quest, has apparently modified its reliance on violence and threats of violence 
and is now masking its ambitions in the form of economic aggression. The 
chamber believes that the United States must take effective steps to counter this 
Soviet thrust. 


Military assistance 


The chamber supports assistance which enables the recipient countries to 
develop and maintain their individual and collective capacity to thwart subver- 
sion from within and resist aggression from without. There may be instances 
where aid of this category, to southeast Asian nations with whom we do not have 
military alliances, would be justified because of the ultimate contribution it 
would make to their ability to resist subversion or aggression. 

It should be noted that a substantial portion of these funds are earmarked 
for other Asian countries whose ability to absorb effectively the level of assistance 
contemplated for them should be examined. 

In the interest of economy and sound planning, the chamber believes that the 
mutual security program must be administered with proper regard for balance 
among the military, economic, and technical needs of ourselves and our friends, 
in maintaining our common security. Specifically, the chamber believes that 
mutual security funds should be allocated in such way as to meet the local need 
peculiar to each recipient country and area. 

Because the defense forces of our allies constitute a part of our own defense 
system, the cost of foreign military assistance should be included in annual 
Defense Department appropriations. 


Economic and technical assistance 


The Soviet Union has launched a new economic challenge. It seeks to copy 
the American success of economic assistance to less-developed countries. While 
it is essential to recognize these factors and face them realistically, the mutual 
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security program should not attempt to outbid the dubious offers of the Soviet 
Union and its satellites. Neither should it assume the aspects of a welfare 
project. Rather, the program should express the sincere desire of the American 
people to help other nations in their efforts to attain economic stability and so 
add to the overall strength of the free world. The program should, of course, 
be designed to provide realistic benefits to the United States as well as to the 
participating countries. 

Faced as we are with serious Soviet competition in the field of economic devel- 
opment, we can no longer be satisfied with the principle of expediency. The 
economie soundness of long-range planning seems apparent in terms of good 
business management. The President shouid have limited authority upon such 
terms as may be prescribed by Congress to provide long-range economic assistance 
in the form of loans and grants for approved foreign development projects which 
may require a period of years for planning and completion. 

This means greater certainty that projects, once they are begun, will be carried 
to completion. Premature termination or uncertainty would tend to negate the 
investment already made. 

The expansion of the economies of foreign countries engenders greater pur- 
chasing power, better markets and higher levels of living. An orderly expansion 
of the economies of less developed countries, consistent with each country’s needs 
and opportunities, should include proper evaluation of agricultural pursuits and 
development of natural resources. 

The chamber cautions against the encouragement of industrialization of less 
developed countries at any cost, believing that certain factors should be taken 
into account in each individual case, such as: the establishment of political and 
economic security and equal justice for domestic and foreign traders ; possession 
of or access to essential raw materials, necessary capital (preferably private), 
whether domestic or foreign, and the requisite technical personnel ; the prospect 
of adequate markets for industrial products either at home or abroad; the 
ability of industries thus fostered to survive without unduly restrictive trade 
barriers; and operation by private enterprise rather than by Government. 

Industrialization must proceed gradually if the underdeveloped areas are 
to be helped effectively. Newly built industries would have little immediate pros- 
pect of exporting in competition with the established industrial countries. There 
is also a risk that uprooting rural peoples and prematurely transforming them 
into industrial workers could have the effect of driving them into the Communist 
camp. 

The national chamber has long stressed the fact that private enterprise and 
private investment capital should be one of the cornerstones of any program under- 
taken by the United States for the economic advancement of less developed areas ; 
that Government funds not be used to support or displace activities that can best 
be handled by private investment capital. 

The fact remains, however, that the development of basic industries is often 
an essential prerequisite to the attraction of private capital. Unless there is a 
climate of reasonable political stability and minimum risk, private capital 
cannot be expected to go into such areas. 

Foreign economic assistance should therefore be closely integrated with inter- 
national political policy. More explicitly the administrators of the mutual secu- 

ity program should be permitted, where advisable, to extend economic aid to 
countries uncommitted in the East-West struggle without requiring them in 
return to ally themselves militarily with the West. 

In Asia today millions of human beings are striving for national independ- 
ence, improved standards of living, and human dignity. While they must achieve 
these goals primarily through their own endeavors, the task for the United 
States, in cooperation with other free nations, lies in using its influence through 
economic and technical assistance to help create the conditions in which the 
individual can survive and develop. 

An essential element to the success of such endeavors is sympathetic under- 
ng of these nations, which are sensitive to their own needs, and which re- 
vetter to expressions of cooperation based on partnership than to the rela- 

benevolent giver and reluctant recipient. 

: Government must not fail to seize the initiative in recognizing the problems 
and needs of these basically democratic countries at this crucial time in their 
cevelopment. 

Concl 


} (Us10N 
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In the foregoing, we have emphasized qualitative rather than quantitative 
evaluation of the proposed mutual security program. The chamber believes that 
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this program, with safeguards noted, should be undertaken as an investment in 
mutual security and as insurance against the need for even greater defense ex. 
penditures by the United States if this course to mutual security were not pursued 

The proper ratio of funds to be allotted to military and economic aid must be 
left to the wisdom of Congress. However, the chamber urges that the importance 
of economic assistance to the objectives of mutual security not be underesti- 
mated. We must not construe military security as an end in itself, but a part 
of the whole program for the ultimate security of a strong and free society. 

We are not a nation of unlimited resources. In the light of this consideration 
and in the realization that our competitive struggle with the Soviet Union may 
be of long duration, the chamber urges that every effort be made to put the mutual 
security program on a sound, practical, and economical basis. 

We realize that good administration cannot be legislated. However, we urge 
that a close examination and annual review be made by the Congress of the pro- 
gram and that the establishment of effective criteria for the conduct of the pro- 
gram be sought. 

To this end, we ask the Congress to institute a comprehensive study of the con- 
cept of United States mutual security programs today and in the foreseeable 
future, particularly as related to our overall foreign policy and domestic economy. 

The United States role of world leadership was not sought. Its burdens are 
not light. But once assumed, let us carry it in a positive and confident manner to 
the end that the cause of liberty will not have suffered by our lack of vision and 
failure to act. 





STATEMENT OF JAMES G. PATTON, PRESIDENT, NATIONAL FARMERS UNION 


Mr, Chairman and members of the committee, the membership of National 
Farmers Union through delegates to our recent national convention has expressed 
a strong and continuing interest in activities and programs which bear upon the 
Nation’s effort to increase the.economic strength, productive capacity, and living 
standards of the free world. We look upon such activities and programs as 
essential to the attainment of peace and better living for our own citizens as 
well as citizens of the other free nations. Moreover, we look upon such pro- 
grams not as foolhardy benevolence, but as a commonsense approach to the 
attainment of peace and of our own security and survival. 


IFAP 


National Farmers Union is a member of the International Federation of Agri- 
cultural Producers. This is an organization made up of national farm organi- 
zations of the various countries of the free world. Representatives of member 
organizations from other countries represented in IFAP have convinced us that 
the farmer-memberships they represent have similar interests to farmers in the 
United States. Grounded in the farm areas of the world, there is a deep-seated 
desire for peace and the strengthening of the free and democratic world. From 
all reports, farmers behind the Iron Curtain share the interests of farmers of 
the free and democratic nations in increasing the sphere of human freedom and 
betterment. 

Last year, Harper’s magazine carried an article entitled “Why Communism 
May Fail.” The essence of the article is that the Soviet system is most likely 
to break up because it refuses to recognize the truth about how farmer-owners 
of family farms in Russia react to having their farms collectivized and members 
of farm families subjected to the will of their communistic bosses. To quote 
the author: “Perhaps the most dangerous enemy of communism is the stoic, 
passive peasant in Eastern Germany, Poland, the Soviet Union itself, China, and 
Northern Vietnam * * *. The passive figure of the peasant trapped in totali- 
tarianism is joined as a potential mortal enemy of communism by the farmers of 
the free world * * * notably in the underdeveloped areas and perhaps most 
notably, at the moment, by the awakening of the Indian peasant.” 


NATIONAL FARMERS UNION PROGRAM 


For the benefit of Members of the Congress and others, Mr. Chairman, who 
may read this statement in the printed record of hearings, we want to call 
attention to exhibit A, which is the section of our program on foreign policy 
which was adopted in March 1956 at our national convention. 

Delegates to our convention have indicated support of “adequate appropria- 
tions for development of essential national defense.” In so doing, recognition 
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has been given to the need for a reliable modern defense force for the free 
world prepared to act in concert to bring any aggression to trial before world 
opinion. However, the “new look” in the Soviet Union under which emphasis 
is placed on manipulation of the internal weaknesses of nations in the interest 
of the Soviets means that United States coneentration on military aid alone 
will not be effective in furthering the cause of human freedom and betterment. 


UNEASY WORLD 


We are living in an uneasy world, a world in which one-half of the people 
are trying to climb the economic ladder to security and freedom. The Com- 
munists’ leaders in the Soviet recognize this fact and they are capitalizing on 
it. They promise much, and what they promise is exactly what these develop- 
ing nations need—capital investment. 


UNITED STATES SHORTCOMINGS 


In the meantime, the United States foreign policy bumbles along its meander- 
ing course, from crisis to crisis, from brink to brink. We have never had such 
unsure direction, such inept diplomacy. 

The emphasis in foreign policy appears to hove moved from the military into 
the field of economic aid. Since this development, the United States and the 
other “have” nations of the free and democratic world have been outmaneuv- 
ered in the lesser developed areas and the Soviet Union, at the expense of the 
free world, has made many inroads. Although this “new look” of the Soviets 
is not so new (it actually began in 1953 when Soviets, reversing the policies 
of Stalin, offered contributions to the United Nations technical assistance pro- 
gram), we have failed to get across to the underdeveloped nations concern 
for their coordinated economic development. 

The President has stated that we need to provide more economic aid to 
underdeveloped countries and that each dollar of economic aid is worth five spent 
on the military. But expressing the position of the United States on SUNFED 
(Special United Nations Fund for Economic Development), a delegate of the 
United States on November 8, 1955, said: 

“The demands of defense still call for vast amounts of the world resources, 
which obviously means a heavy burden on taxation, and a consequent curtailment 
or postponement of many desirable economic and social programs. * * * A 
United Nations fund supported only by the relatively small resources which ap- 
parently could be made available to it by member countries under existing cir- 
cumstances would, we feel, make little impact upon the worldwide problem of 
economic underdevelopment.” 

It is equally as much a mystery to National Farmers Union, Mr. Chairman, 
that the President and top State Department officials continue to give lipservice 
about expanding our contribution for economic development to the lesser developed 
countries and at the same time request of Congress such insignificant appropria- 
tions to be used for this purpose. 

H. R. 10082 provides funds for economic development and technical assistance 
disassociated with military expenditures, as follows : 

Million 
Development assistance 
Technical cooperation 
President’s emergency fund 
Special fund for Middle East and Africa 
Foreign atomic reactor projects 


Total 


About a billion dollars more will be expended for economic development under 
H. R. 10082. However, such funds are expended in connection with military 
programs where the primary reason for giving aid is to boost the economies of 
those countries with men under arms. 

The administration has requested about $4.7 billion under H. R. 10082 for 
foreign economic- and military-aid programs. Of this amount only about 30 
Percent will go for economie aid and technical assistance (includes funds going 
into defense support, development assistance, technical cooperation, President’s 
Special fund, and other related programs). 

In spite of the President’s remarks that he favors more economic aid, only 
about 11 percent of $4.7 billion asked for by the administration will be funds 
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which are exclusively outside military expenditures (these are the programs for 
Se total expenditures amount to $533 million as indicated in the tabulations 
above). 

Mr. Chairman, National Farmers Union sees the need for a strong defense 
among the free and democratic nations. But we are convinced that we are in 
grave error in assuming that effective military pledges can be bought in under. 
developed nations whose people as yet have not attained something they really 
want to defend. . 

Aren’t we putting the cart before the horse in our attempt to make military 
allies out of people who haven’t yet won the b: ttle against poverty, hunger, dis- 
ease, and illiteracy? Wouldn't we be on firmer ground if we began to orientate 
our aid programs away from military emphasis, and toward healthy relationships 
between free and self-respecting peoples just the same as would exist between 
a giver and a recipient in a family neighborhood in any one of the free and 
democratic nations. 


ROLE OF THE UNITED NATIONS 


The influence of the United Nations in extending multilateral programs of 
economic development is being lessened as the “have” nations give attention to 
enlarging bilateral programs of economic assistance. For example, the financing 
of the Aswan Dam for Egypt involves as much money as the total goal of the 
Special United Nations Fund for Economic Development (SUNFED) which we 
have been stopped cold due to the failure of the United States and the United 
Kingdom to participate. 

There is every reason to believe the United Nations is the proper framework 
for an economic-aid program, Yet, there is no consideration being given on the 
part of the administration toward the establishment of an agency for such a 
purpose within the United Nations. Secretary Dulles has suggested the possi- 
bility of placing the emphasis among the North Atlantic Treaty Organization 
nations on social, economic, and political development. While this, under proper 
conditions, could be a constructive step, we believe the establishment of an agency 
to administer economic-aid programs within the U. N. framework is an infinitely 
better approach. This has been the trend in administering programs of tech- 
nical assistance and it has been widely accepted by the underdeveloped countries. 

With the United Nations offering economic aid, smaller nations will more 
readily accept it because of the fact that every vestige of domination by a larger 
nation has been removed. To a new ntaion struggling for independence this 
has been demonstrated to be of great importance. The Administration has com- 
pletely overlooked this important fact. 


UNDERDEVELOPED NATIONS FEAR DOMINATION 


In a recent report entitled “Aid for the Economic Development of Underdevel- 
oped Countries” the International Review Service stated : 

“Economic aid provided underdeveloped nations by private enterprise has, by 
its very nature, strines attached. These take various forms: Examples are 
ownership, control, patents, royalties, mandatory use of parts, and price and 
market control agreements. Across Latin America and Asia the railroads, the 
docks, the basic transport enterprises and power companies were developed in 
this pattern by private companies from England, France, Belgium, Holland, and 
the United States. 

“The pattern still obtains (holds) since much of the money now being supplied 
to underdeveloped countries by the United States or other Western Governments 
is required—as part of the terms—to he spent by the recipient with private busi- 
nesses in the lending country. For example, American law requires that loans 
made by the United States Export-Import Bank must be spent in the United 
States * * *, 

“Historically, private-owned banks and industrial enterprises—rather than 
governments—are the major western lenders and investors in underdeveloped 
countries. Private interests very naturally make their investment choice on 4 
basis of opportunity for profit rather than to help recipient governments achieve 
social and political goals. Most western private investment in underdeveloped 
countries has gone—and still goes—into oil or mining, with private interests 
usually paying the recipient country a percentage of its profits, as is done in the 
Middle East on oil. 


“In some countries private interests share ownership with recipient govern- 
ment * * *, 
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“The underdeveloped countries which criticize the West, and particularly the 

United States, for tying strings on aid, have this historic pattern in mind—in 
addition to the better publicized forms of direct national pressures such as 
insistence on bases or on the recipients alining with this or that regional military 
yact.” 
* program of economic aid through the United Nations, with all or as many 
as possible of the industrialized nations as contributors would make possible 
a multilateral program more to the liking of the smaller nations. A small na- 
tion would not hesitate to accept assistance from the United Nations. The stigma 
usually associated with bilateral aid between a large nation and a small nation 
would be eliminated. 

The United States, along with the other “have” nations of the West, will have 
to do more than talk about human freedom and liberty. We are going to 
have to actively demonstrate through humanitarian action what we mean. 

There are about 2,600 million members of the human race on the earth. Half 
of them still go to bed hungry every night. Two-thirds of them suffer from poor 
diets. 

The man who digs in the rice paddy of Ceylon, or scratches with a stick in the 
earth of India, is becoming more and more important to us. What he thinks, 
feels and believes is of growing concern to every person in this Nation. 


NATIONAL FARMERS UNION RECOMMENDATIONS 


To reverse the current adverse trends in foreign economic policy, National 
Farmers Union proposes the following specific actions: 

1. Participation of the United States in establishment of a Free World Eco- 
nomic Development Agency of the type proposed as the United Nations Special 
Fund for Economic Development (SUNFED). What is needed is a vast ex- 
pansion of the type of work done by the Export-Import Bank, World Bank and 
the World Monetary Fund, with greater emphasis on economic growth and less 
upon short-term repayment ability. 

2. United States appropriations of economic and technical assistance to other 
democratic nations and for cultural exchange, such as the Fulbright program 
should be greatly expanded with as much as feasible of such aid extended through 
the instrumentalities of the United Nations and the specialized agencies such 
as Food and Agriculture Organization. 

3. Expand the authorizations of the Reciprocal Trade Agreements Act and en- 
courage the executive branch to use them more fully. 

4. Enactment of customs simplification law. 

5. Establishment of a trade-adjustments-aid program to alleviate hardship 
of United States workers, industries, farmers, and communities injured by tariff 
and import restriction reductions, including income protection for family-farm 
volume by means of production payments primarily, at 100 percent of parity for 
producers of farm commodities that compete with imports. 

6. Renewal and improvement of international wheat and sugar agreements 
and negotiation of other such agreements for all commodities that enter impor- 
tantly into international trade. 

7. Negotiation and establishment of an international food and raw materials 
reserve or world food bank. 

We are convinced that if existing sliding-scale foreign economic policy were 
reversed to move in the directions indicated this would in itself further the 
eaten of peace as well as increase the demand for United States farm 
roducts, 

Fa rmers everywhere, including American farmers, also deeply feel the Biblical 
injunction, “Love thy neighbor.” American farmers want farmers all over the 
tring and people generally to enjoy and be able to earn a better life and a better 
_ Moreover, American farmers know that they themselves can earn better livings 
if people in other nations can earn the purchasing power required to buy the 
commodities we produce. And it is good sense for us to buy from other nations 
the things they can produce to a better advantage than we can. Farmers in 
America are benefited by economic growth in other democratic nations as well 
48 In our own. 

For these reasons National Farmers Union has strongly supported all United 
; ates efforts to promote, encourage, facilitate, and assist economic development 
and growth in the democratic nations of the world. 


St 
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DEMOCRATIC WORLD ECONOMIC UNION 


We are convinced that these aims could best be obtained by the early establish. 
ment of a Democratic World Economic Union, composed of nations that would 
subscribe to the kinds of democratic rights and privileges set forth in the United 
States Constitution and Bill of Rights. Such an economic union of democratic 
nations, we feel, could develop and operate the economic development and trade 
promotion programs that would contribute most to a rapid integration ang 
growth of free-world economies. 


AGRICULTURAL LAND REFORM 


This challenge has been the basis of the deep interest and strong efforts 
of National Farmers Union to insist that a central part of United States for- 
eign economic programs should be to promote agricultural land reform in all 
its phases—secure land tenure, adequate farm protection income programs, 
development of farmers’ purchasing, marketing, and service cooperatives, ade. 
quate family-farm credit facilities, organization and growth of free farm organ- 
izations, and the like. 

The desire of the agricultural producers of the world to become substantial 
family farmers with secure tenure and decent incomes can be a strong moving 
force for expansion of democracy and the basis for a secure peace. 

We feel that agricultural land reform has never been given the important 
place it deserves in our foreign policy. Further, we feel that emphasis upon 
it has been reduced markedly in the last 3 years. We look on this lessening 
of emphasis upon agricultural land reform as an adverse and dangerous de- 
velopment in United States foreign economic policy. 

We urge your committee to make a special study of this matter to determine 
the extent to which adequate emphasis is being given to the promising avenues 
of approach to this problem of giving farmers a strong stake in their land and 
their national survival. 

If time permitted, we would cite in detail the examples where successful, 
United States assisted agricultural land reforms have had most desirable re- 
sults, to mention a few: South Korea, Japan, Iran, the Philippines. We think 
that subsequent events have proved the tragic blunder that the United States 
made in failing to follow a similar policy in Egypt. 

We were deeply concerned that world reaction to the firing of the United 
States agricultural attaché to Jaran, who was so vitally associated with the 
MacArthur land reform in Japan would be interpreted as a turning away by 
our Government from agricultural land reform. Subsequent occurances have 
not fully removed the danger. 


WHICH WAY? 


In exercise of its economic world leadership, the United States can take 
either of two routes: The road to scarcity or the road to abundance. 
Faced with the problems of tariffs, low productivity, dollar shortages, em- 
bargoes, and other problems restricting sale of United States farm products 
in other countries, the United States can take the road of abundance or the 
road of scarcity. 
There are two kinds of scarcity roads: 
1. Economic isolation or go it alone, and 
2. Exclusive reliance upon cartel-dominated free trade. 


The “go it alone” road to scarcity and chaos 

The United States can go it alone. American markets for American goods. 
Hold out competing imports; give up foreign markets for United States pro- 
duction. 

The United States farmer would have to shift 50 million acres now producing 
wheat, cotton, tobacco, rice, corn, soybeans, apples, and other commodities into 
production of something else that could be sold in the United States. 

A large segment of United States industrial production would have to shut 
down, lay off workers, reduce consumer demand in the United States for farm 
commodities for lack of raw materials and lack of foreign markets. 

United States farmers’ cost of production and consumers’ cost of living would 
rise owing to our not being able to buy imported goods. 
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The entire free world, including United States production and living standards 
would be reduced. “Stomach communism” in many areas of the world would 
be promoted. A fortress America would become inevitable. 

If we want this, if we want to go it alone, it can be done with preclusive 
protective embargoes and tariffs against imports; expansion of Buy American 
policies; refusal to support United States and FAO; and stopping United States 
economic aid to nations of the free world. 


The cartel-dominated road to scarcity and chaos 

The other road to scarcity is to rely exclusively upon cartel-dominated, so- 
cal'ed free international trade. 

We can do this by repealing our tariffs, abolishing our embargoes against 
competing imports, such as sugar, wool, feed grains, barley, and dairy prod- 
ucts; stopping United States economic aid to other countries; abolishing the 
United States Export-Import Bank, the International Wheat Agreement, pu!ling 
out of World Bank and International Monetary Fund, refuse to implement 
reciprocal trade agreement, repeal section 22, and the escape clause. 

International trade would then be dominated by international private car- 
tels—huge international trade monopolies. Only the farmers and other raw 
material producers of the world would fully enjoy the fruits of competition. 

Foreign countries could not be expected to greatly reduce their government 
restrictions on trade and currency exchanges. United States producers would 
be set free in an administered-price market dominated by foreign government 
regulation and international private cartels. Selling prices received by United 
States producers would be uncertain and artificially low. Buying prices paid 
by United States consumers would be uncertain and artificially high. 

The world price of farm commodities and other raw materials such as tin, 
rubber, and iron ore, would fluctuate greatly from month to month and year 
to year. This would discourage productive investments and retard free world 
economic expansion. 

Neither of these scarcity roads is the right road. 


Road to abundance and peace 


The road to abundance is through negotiated international regulation of ex- 
panded international exchange of materials—greater international economic 
cooperation and coordination, preferably through international agreements and 
agencies comprised of many nations. 

These include negotiation and establishment of (1) a world economic develop- 
ment agency; (2) additional international commodity agreements such as the 
International Wheat Agreement for each and every raw material that enters 
importantly into international trade; (3) renewal of reciprocal trade agree- 
ment; (4) ratification of an international trade agency truly consistent with 
these principles; and (5) the proposed international food and raw materials 
reserve. 

If these things are done, this would— 

(a) Encourage investments ; 

(b) Stabilize markets; 

(c) Promote increased production in all countries ; 

(d) Reduce, and ultimately eliminate, famines, chronic undernutrition, 
low living standards; and 

(e) Make possible the use of abundant food supplies to aid in establish- 
ment in the lesser developed area of the world a system of public school for 
every child, 

Serious gaps now exist in present United States laws and international 
agreements. 

There is no provision for international handling of interrelated financial and 
commodity market problems. 

Thus, the United States with 7 percent of world’s people, 30 percent of world’s 
resources, but 74 percent of world’s manufacturing output is using up resources 
very rapidly and does not have a stabilized source of supply. 

While raw materials producing nations are still subject to wild “ups and 
downs” in world raw materials markets and monetary exchanges, it is our con- 
sidered and mature opinion that these gaps must be closed. We are convinced 
they can be closed to the great benefit both of the United States and all the 
other democratic free nations of the world. We are also convinced that this is 
the only type of foreign economy that is consistent with an expanding full em- 
ployment domestic economy, with the attainment of the needs and aspirations 
of United States family farmers, and most conducive to national security. 
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Sliding scale farm program a handicap 

The sliding scale farm price and income policy now being operated by the 
Federal Government is a detriment and a handicap to an intelligent and effective 
foreign economic policy. Exclusive reliance for farm income protection on 
market price propping not only serves as an artificial suction to draw in unneeded 
imports and thus invites and requires the imposition of tariffs and import quotas, 
The exclusive use of market price propping of sliding scale farm price supports 
may also build up in Government ownership a stock of commodities beyond the 
need for an adequate national safety reserve. When this happens and such 
stocks are put into a special set-aside as has been done, for special foreign dispo- 
sition of the dumping variety instead of being insulated as should have been done, 
these stocks become a burden on and threat to trade and economic development 
all over the free world. 

We are convinced that our domestic farm income-protection program can and 
should be made fully consistent with the internationally planned abundance type 
of foreign economic policy. 


International food and raw materials reserve 


Probably the most persistent, most disturbing, and most perplexing of modern 
economic problems is the human suffering and relative stagnation enforced upon 
producers of raw materials by the extreme ups and downs in the prices of raw 
materials and consequently in their realized and expected incomes. The problem 
is serious in all the more highly developed nations. It is even more seriously 
present and damaging in the lesser developed nations. 

Wide swings in raw material prices present prospective investors in raw 
material development, whether persons, firms, or States, with a very large range 
of variation in expectations as to returns that can be earned by opening up and 
developing an augmented raw-material supply. This condition is one of great 
risks where at any moment not only might part of the investment be rendered 
valueless but earnable returns may even fail to cover day-to-day operating costs 
and the entire enterprise will have to be shut down with attendant loss of income 
and human suffering. 

Faced with such great uncertainty in expectations both States and individuals 
are hesitant to open up or expand enterprises that are currently profitable but 
which may at any time dip drastically below the break-even line through no 
fault of the enterprise management itself. The multiplication of this kind of 
situation throughout farming and all other raw-materials industries puts a very 
severe damper upon the rate of economic development in these industries. 

This slowing down of the rate of expansion in raw-materials industries not 
only reduces the supply of such materials to meet human needs and to fuel manu- 
facturing and other secondary industries; it also holds down the purchasing power 
of persons and firms on the raw materials sector and thus cuts down on sales, 
seale of operation, and consequently of income and purchasing power of the 
industrial and service segments of the economy, Consequently, the entire econ- 
omy idles along at a lower rate of production and expansion than should or need 
be the case. In the more highly industrialized nations the symptoms are seen 
in chronically depressed industries like farming and coal mining in the United 
States. Among the lesser industrialized nations, a drop in raw-material prices 
can bring an entire nation dangerously close to bankruptcy and can directly cause 
a widespread drop in personal income and standards of living of the entire 
population. 

It is only natural that the economic segments and nations involved in these 
debilitating circumstances would take evasion and protective action just as an 
intelligent bomber pilot takes evasive action from destructive antiaircraft fire. 

Such protective or evasive action, when taken unilaterally by different nations, 
helps to solve the problems caused by fluctuating raw material prices only at the 
cost of reducing the magnitude of international exchange of commodities and 
thus results in the loss by each and all nations of the advantages of specializa- 
tion. Everybody in all nations has less real income and a lower standard of 
living than they might otherwise be able to attain. 

Through the administrative machinery of an international food and raw ma- 
terials reserve, the stabilized prices of each different raw material that enters 
importantly into international trade would be negotiated and agreed upon. 
The reserve would thereafter stand ready at all times to buy any raw material 
commodity offered it at the agreed-upon stabilized price and would stand ready 
to sell such commodities at the agreed-upon stabilized price. 
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The industry of advanced nations is chewing up basie resources at a tre- 
mendous and rising rate. For example, the United States which has 7 percent 
of the world’s population and 30 percent of the world’s natural resources ac- 
counts for 70 percent of the world’s manufactured goods. The United States 
is using up its resources base at a very rapid rate and very much faster than 
the rest of the world. To be secure in our rising living standards and to retain 
the resource base for an expanding economy, we must assure ourselves a sta- 
bilized source of supply of the raw materials for our manufacturing indastry. 
The same situation is true in other industrial nations such as the United King- 
dom, France, Germany, and Japan. The thought-provoking details for different 
commodities were thoroughly considered in the Paley report of several years 

z0. 

n Highly industrialized nations could depend entirely upon private industrial 
concerns to make long-term contracts with raw-material producers in other 
lands. And this should be done. But it can only be successfully and securely 
accomplished under the protection and encouragement by governments and 
international economic accords. 

These latter conceivably could be done exclusively through bilateral arrange- 
ments between the United States and foreign nations, one nation at a time, 
one commodity at a time. However, no supplier, private enterprise or state, 
wants to become dependent exclusively on one buyer, nor does any importing 
nation or industrialist want to become dependent upon only one seller. 

Through the international food and raw materials reserve, exporting nations 
can obtain assured long-term stabilized markets and importing nations can 
obtain an assured long-term ample supply at stabilized prices of imports on 
terms that will not injure domestic producers who must sell their commodities 
in competition with imports. 

The international food and raw-materials reserve would operate in coordi- 
nation with the International Monetary Fund and the World Bank. Many of 
the national restrictions we now have that hold down greater international 
exchange of commodities is the desire of nations to preserve their monetary 
position in different currencies particularly dollars and pounds sterling. The 
international food and raw-materials reserve would completely eliminate this 
problem by operating in terms of all currencies on the basis of internationally 
agreed-upon official exchange rates. 

The international food and raw materials resolution has been before Con- 
gress for 3 years. The concepts involved in the resolution have their roots 
in the still-unsolved problems of extreme human need, starvation, economic 
stagnation, and poverty throughout the world in the midst of surpluses of raw 
materials that cannot be sold at prices that will return an adequate stable in- 
come to producers. 

The genesis of the ideas are found in the efforts of National Farmers Union 
of the United States to work out a solution to the farmer’s income problem. 
Recommendations presented nearly 10 years ago to the International Federation 
of Agricultural Producers by National Farmers Union representatives were 
fully considered and favorably acted upon by this international private farm 
organization, among whose members are all the national farm organizations 
of the United States. 

The international food and raw materials resolution does not itself establish 
an international agency. The resolution merely calls upon the President to 
undertake negotiations with other nations to that end. Any agreements 
reached would, of course, be subject to review and ratification by the Senate of 
the United States and appropriation of any needed capital and other funds 
would have to be fully considered by both Houses. 

The international food and raw materials reserve will help solve many of 
our Nation’s most difficult problems of both domestic and foreign policy. It 
will make a major contribution toward permanent peace by facilitating a more 
rapid rate of economic expansion. Its operation will stabilize world raw material 
markets. It will put abundant production to work. 


INTERNATIONAL COOPERATION AND PLANNING 


The proposal for the establishment of an international raw materials reserve 
cover petroleum, iron ore, tin, rubber, and other raw materials, as well as 
ood and fiber, is not new. An international food reserve resolution was intro- 


ae 1953 by Senator Murray and 23 other Senators and by Congressman 
Metcalf, 
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A World Food Board idea was proposed immediately after World War II by 
Lord John Boyd Orr, first Director General of Food and Agriculture Organization, 

An internaitonal commodity clearance house was proposed by committee of 
experts of FAO and IFAP, but was never ratified by the governments. 

In 1954 the International Federation of Agricultural Producers meeting in 
Nairobi, Kenya, made the following policy declaration (the eighth in as many 
years): 

“ijntergovernmentally agreed rules be adopted by the countries concerned re- 
garding principles to be followed in the disposal of surplus stocks in the world 
markets so that they interfere as little as possible with normal production and 
trade, and that effective intergovernmental machinery be established for cop- 
sultative purposes. 

“the matter of a world food reserve should be kept under active consideration 
and to that end, the committee recommends that the secretariat prepare a study 
indicating the nature of the machinery needed to implement the plan and the 
obstacles that have stood in the way of attainment of this objective and giving 
all possible suggestions as to how such obstacles might be overcome.” 


International commodity agreements 


The international food and raw materials reserve should be buttressed and 
coupled with additional international commodity agreements similar to the In- 
ternational Wheat Agreement. 

At its 1954 meeting, the International Federation of Agricultural Producers said 
in its policy statement: 

“IFAP reaflirms its faith in intergovernmental commodity agreements as a 
means of bringing about greater stability in the prices of major commodities 
moving in world commerce and will assist in creating a better public under- 
standing of the underlying philosophy of such agreements as an important means 
of stabilizing trade.” 

The United States is already embarked upon a small and timid program to 
make use of abundant United States farm production to further the aims of the 
United States foreign policy on a unilateral and bilateral basis through— 

(a) Agricultural Trade Development and Assistance Act of 1954 (Public 
Law 480) which provides for sales for soft currencies up to $1.5 billion and 
donations up to $300 million; these authorizations should, of course, be 
expanded. 

(b) Title I, Agricultural Act of 1954 (Public Law 690) provides for 
foreign sale and donation of up to $214 billion set-aside of CCC stocks. 

(c) Farm product-sales amendment to Mutual Security (Foreign Aid) 
Act provides for sales up to $350 million in this fiscal year. We urge that 
these funds be maintained at this level as a minimum. 

(d) Section 416 of the Agricultural Act of 1954, as amended in 1954, 
authorizes CCC to sell stocks at “competitive world prices and pay repack- 
aging costs and transportation from present location to shipping port.” 

(e) Section 32, enacted in 1938, allows up to 30 percent of tariff revenues 
to finance foreign sales of United States farm products. 

This program has an excellent aim. The major trouble with it is that which 
has already been revealed by the extreme slowness with which the program 
was put into operation. In actual practice, even this unilateral United States 
program can be carried out only by international negotiation, seldom bilateral 
but usually requiring consideration for side effect upon third and fourth parties. 
How much better if an international institution were available to operate this 
essentially good program. 


Need for economic growth of democratic nations 


Half the world’s people have just about enough food for minimum subsistence— 
barely enough to prevent starvation—but not enough for health by any decent 
standard. Only one-third of the world population has enough food of the right 
kind to be well nourished. 

The average life expectancy in India is only 27 compared to United States 
figure of 68. 

In India, 123 of each 1,000 babies bern die in their first year. In the United 
States the figure is only 29 per 1,000. In Iraq and Egypt, only 600 of each 1,000 
babies that are born live to be 5 years old. 

To bring the average world textile consumption per person up to only one-half 
the United States average of 38 pounds per year, would require an increase iD 
world production of cotton and other fibers of almost 90 percent. 
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Population increase in the last 15 years has outrun increase in food and 
fiber production in the world as a whole and in many different countries of the 
world, particularly in southeast Asia, southeast Europe, northern Africa, 
Germany, and Austria. ; ’ 3 

To be safe, nutritionally, over a long period, requires about 1,900 calories a 
day with some protein from animal sources in warmer tropical climates; and 
9%) calories a day in cooler areas, such as the United States. In all the world, 
except a handful of countries in Western Europe, North and South America, 
Australia and New Zealand, the people on the average live at or very near this 
preakover joint. Since some people in every country live very well, indeed, 
considerably more than half of the population live below safe nutritional levels 
most of their lives. 

The real answer to the problem of unbalance between productive capacity and 
effective demand must be found on the side of demand. People have almost 
unlimited wants—which unfortunately do not always meet with a corresponding 
purchasing power—for better food, better housing, better clothing, better edu- 
cational facilities, and for a vast array of various kinds of manufactured goods. 
There could be an ever-expanding circle of the distribution of these things as 
opportunity is increased. 

The underdeveloped countries may be divided into two classes: (1) Those which 
have large natural resources but small populations and (2) those which have 
large populations in comparison with their resources of raw materials. The 
former are largely in Africa, the Middle East, and Latin America. The latter 
are largely in Asia. 

In the countries of small populations and large resources the problem is mainly 
one of securing outside capital for development, although there is also the problem 
of raising the level of technical skills of the native population. 

It is, however, the problem of economic growth of heavily populated under- 
developed countries with relatively limited natural resources that is most difficult 
of solution. It is in these countries where will be found the vast number of 
underclothed and undernourished people who could, through economic develop- 
ment, earn the means of payment to absorb enormous quantities of food and fiber. 

These countries need technical assistance and capital if their standards of 
living and purchasing power are to be substantially raised. It is recognized that, 
in respect to both technical assistance and capital, agricultural development will 
receive important consideration, for agricultural development must go hand in 
hand with industrial development if the necessary expansion in consumer 
purchasing power is to be achieved. 

So far as technical assistance is concerned some progress has already been 
made through international and national agencies; but much more needs to be 
done. The problem of capital for development is much more difficult but equally 
important in this class of country. 


United States food to eliminate world illiteracy 


All of the so-called surplus United States food and fiber production would be but 
a drop in the bucket, if the democratic nations should agree to use food to 
finance and make possible the complete elimination of illiteracy by means of 
nationwide systems of free public schools, including vocational education, for 
every child, 

The average per person real income in the United States is upward of $1,900 
per year. This level is approached only by such countries as Switzerland, Canada, 
Australia, New Zealand, and Sweden. Real income per person in England is 
half that of the United States; French per person income, two-thirds that of 
England ; and Italian is only two-thirds of French. 


United States .____. $1, 900 
England 950 


France 7 625 


450 


In most of the rest of the world, income and standards of living are very low, 
averaging $125 per person per year in South and Central America, $75 per person 
in Africa and the Middle East, and $40 per person per year in Asiatic countries. 

lhe United States has 7 percent of the world’s people, and 50 percent of the 


World’s income. The United States produces half of the world’s radios, three- 


fourths of its telephones, four-fifths of its automobiles, half of the world’s power. 


I ‘ . > . J 7 : 
in i, the. Unieeh eeaeta produces each year 70 percent of the world’s manu- 
actured products. 
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Similar figures for the continents of the world are: 
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WHY UNITED STATES MUST ACT 


If history teaches anything it is that situations of this kind cannot long 
endure. History has a way of removing barriers and evening off such extremes 
of economic opportunity. Usually this is brought about when the barbarians 
storm the walls of ancient Rome and burn and sack the city. This pulls down 
everybody to the lowest level. 

It behooves the United States and other industrialized nations to see that the 
evening-up comes about by expanding economic opportunities in other nations, 
not through forced reduction of standards in nations with higher incomes. 

About a third of the world’s people live in the United States, Western Europe, 
and other democratic nations that are relatively well developed and have fairly 
high incomes and living standards; another third live in countries behind 
the so-called Iron Curtain dominated by Soviet Russia and its police-state 
system of control. 

The remaining third of the world’s people—about 900 million of them— 
live in nations that have not yet made up their minds about democracy. These 
are the people of South and Central America, Southeast Asia, Africa, and 
the Middle East. Here “stomach communism” holds out a glittering lure with 
its false promises of enough to eat. 

These nations have not attained the economic development and higher living 
standards easily possible with modern technology and organization. Extreme 
poverty is the rule. 

The United States must intensify its efforts to assist in the development of 
a coordinated program of aid to relieve hunger and suffering, and to promote 
expansion and strengthening of the national economies of the democratic na- 
tions in ways that will not destroy the principle of self-determination of peoples. 
The United States should help these nations to develop economic conditions 
that will— 


(a) Create an international community of economic effort for common 
purposes, avoiding the extremes of either forcing unwanted policies on 
others as a condition of our help, or of undertaking action ourselves in the 
absence of appropriate efforts in the countries that participate; 

(0) Promote material well-being and allow employment, production, trade, 
and investment in ways that will enrich human life and eliminate economic 
weaknesses that threaten political stability and inevitable totalitarian 
imperialism ; 

(c) Afford all democratic nations increasing opportunities for economic 
growth and improving standards of living in ways which will operate 
so that economic gains are distributed equitably within countries; and 

(d) Attract peoples and governments toward the democratic system of 
political freedom. 


To attain these objectives we support continued international economic ne 
gotiation; increased United States contributions to the specialized agencies, 
such as the Food and Agriculture Organization, and expansion of United States 
foreign economic assistance and of the program by which our advanced tel 
nological knowledge is made available to other nations to assist them to il 
crease the efficiency of production and marketing and to improve their ast 
cultural land tenure systems, eliminate colonialism, and reform their econowl 
and social structures. 

The operations of an international food and raw materials reserve woul 
generate the purchasing power and stabilize international markets in a manner 
oe greatly facilitate more rapid economic development in the fre 
world. 
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An international food and raw materials reserve would greatly strengthen 
the operations of our point 4 laws. 

The Mutual Security Authorization and Appropriation Acts provide a small 
amount of United States funds (about $1.5 billion) for loans and grants to other 
nations to facilitate economic development and expansion and a limited amount 
of funds (about $200 million) to send United States experts to foreign countries 
to provide technical assistance or know-how. 

The United States appropriations to FAO and other specialized U. N. agencies 
and limited United States contribution to expanded technical assistance program 
of the U. N. should, of course, be renewed. 

With an operating food and raw materials reserve, these funds would go a lot 
further because first they would be augmented by the loans available from sale 
of buffer stocks. The stabilized international markets would greatly reduce the 
risks of price fluctuations and thus raise expectations sufficiently to really speed 
up investment in resource development. 

The appropriation for this work has been greatly reduced since 1952. Civilian 
programs have been submerged and intermingled with large military-aid 
programs. 

Emphasis has been centered on engineering and production techniques and 
largely shifted away from institutional reform, except that in 1954 the program 
to help develop labor unions in other countries was reactivated in the summer 
of 1954 after having been allowed to lapse for a year. ; 

Attention to organization and development of farmers cooperatives and farm 
credit agencies has been continued but at a reduced scope. Work on land-tenure 
improvement and setting up free private farm organizations has largely been 
curtailed or eliminated. 

Our Nation must recpature leadership in this vital field. .We need to enlist 
the cooperation of other economically strong nations, preferably under auspices 
of international organizations. 

The proposed international food and raw materials reserve is a necessary 
supplement to the technical assistance programs of the United Nations, the 
World Bank and other specialized agencies. 


OTHER MEASURES 


Renewal of the International Wheat Agreement and negotiation of an improved 
International Sugar Agreement and additional Internatioal Commodity Agree- 
mets for all commodities that enter importantly into international trade. Such 
agreements should include net importing as well as net exporting nations and 
the pricing arrangements should be based upon an international parity or general 
price index, 

Expansion and renewal of Agricultural Trade Development and Assistance Act, 
to increase scope of program and expand authorization to include establishment 
of systems of universal free education in nations that do not have them. 

Make greater use of the authorities provided in the Reciprocal Trade Agree- 
ments Act. 

Enact a customs simplification law, and enact legislation to establish a program 
of trade-adjustment aids to United States industries, workers, communities and 
farmers injured by reductions in tariffs and import restrictions. This can be 
accomplished with respect to farmers by legislation to provide 100 percent of 
parity income protection primarily by means of production payments. Such 
action would entail expansion of this type program to include milk and its 
products and other farm commodities provided in United States and sold in 
competition with imports as well as wool and sugar for which partially adequate 
payment programs are in operation. 


ExHisit A 


ForeiGN Poticy STATEMENT From NATIONAL FARMERS UNION PROGRAM FoR 1956—57 


L AIMS AND PRINCIPLES 
World affairs 


We are convinced that the foregoing principles have universal application, that 
ese are aims which reflect the aspirations of people everywhere. 

Farmers Union will continue to strive for the earliest possible attainment of a 
mocratic world brotherhood of nations, operated on principles consistent with 
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the Constitution and the Bill of Rights, living at peace with one another in 
United Nations that derives its just governmental powers directly from the 
people of the world and provides the basis and opportunity for constantly in. 
creased production and improved living standards. 


United States foreign policy 

The trend of world events has thrust the responsibility of world leadership on 
the United States. We reaffirm our support of United States efforts to assist 
in expansion and strengthening of the productive capacity and living standards 
of democratic nations. We emphasize the great importance and decisive role 
that abundant United States food production can play in the implementation of 
these policies. Until such time as a world brotherhood is fully established, g 
free democratic nation has the responsibility to protect itself and weaker nations 
against aggression through the United Nations. 


Expanding economy of abundance 


We are convinced continuously expanding national and world economies of 
even greater abundance are absolutely essential to the improvement, extension, 
and preservation of representative democracy and to the ultimate attainment 
of permanent world peace. Democracy must, and ultimately will, extend en. 
riched individual dignity, expanded economic opportunity and increasing mate. 
rial well-being to all people. Governments, private groups, families and individ- 
uals should continually promote the ever greater attainment and ever wiser 
use of a growing abundance. We need to improve family living conditions pro- 
gressively throughout the world. 


A responsible foreign policy 

The United States must live up to its responsibility as the world’s most fortu- 
nate independent democracy by shaping a foreign policy that will dignify and 
promote the attainment of human rights and aspirations, and that will show the 
world that a free and democratic society can expand. We must cooperate with 
other nations who aspire to do the same. 

1. Our responsibility for waging peace-—We must not base our foreign policy 
on nuclear might and “massive retaliation.” Rather, the United States should 
demonstrate its willingness to lead the way to permanent peace with a positive 
program aimed at abolishing the reasons for war, including—but not limited to— 
efforts to ease and ultimately eliminate starvation, human exploitation, feudal- 
ism, dictatorship, colonialism, bad tenure systems, discrimination, and all other 
injustices and threats to permanent peace consistent with nondictatorial and 
nonoppressive governments, 

2. National security.—We shall support adequate appropriations for develop- 
ment of essential national defense. We support a truly selective service as a 
means of obtaining adequate numbers for the Armed Forces when voluntary 
enlistments are insufficient. We are unalterably opposed to universal military 
training and service by whatever manner or means it may be imposed and urge 
repeal of existing universal military training legislation. 

3. Universal disarmament.—While assisting and encouraging development of 
free world defensive strength, the United States should accept responsibility 
for leadership in trying to work out foolproof means to universal disarmament 
through the United Nations. This must include definite assurance of being able 
to become forewarned of breaches of disarmament agreements. 

4. Atomic power for all to share.—We urge exchange of nonmilitary atomic 
power materials, equipment, and information among nations for the purpose of 
improving standards of living, developing human and natural resources, and 
encouraging more rapid scientific and technological progress. 

5. International organization—We urge expansion and improvement of the 
status and functions of the United Nations and its specialized agencies such as 
the Food and Agriculture Organization. We must improve the International 
Court of Justice—within the framework of the U. N.—complete with police powers 
to prevent aggression and bring aggressors to trial. We further recommend 
the establishment of an economic union of democratic nations consistent with the 
United States Constitution and its Bill of Rights to speed up economic develo? 
ment, improve productivity of labor, land and water resources, and to eliminate 
international legal and institutional obstacles. 

6. Economic development of foreign countries.—We urge enactment of lons 
term legislation directing the use of the tremendous strength of United States 
food, technology, and capital toward aiding the wholesome economic develo? 
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ment of less fortunate nations of the world. This must be done through full 
United States participation in programs of aid implemented to the fullest possible 
extent through the United Nations, and its specialized agencies, and through 
private nonprofit foreign relief groups. 

Any such programs of assistance developed by our own Nation must be kept 
entirely separate from the necessary military devices of foreign policy. Such 
programs of aid must not be used in such a way as to interfere with the self- 
determination ambitions of any nation, nor to perpetuate totalitarianism or 
colonialism. The ultimate aim of any such program must be to promote the 
material well-being, employment, production, trade, and investment in ways that 
will enrich human life, eliminate economic weaknesses, and promote an increased 
rate of economic development. 

7. Foreign trade policy for expansion.—To operate consistently with interna- 
tional commodity agreements and the International Food and Raw Material Re- 
serve, We support a continued and expanded use of the Reciprocal Trade Agree- 
ments Act, enactment of further customs simplificatiton, ratification of United 
States membership in the Organization for Trade Cooperation and in the General 
Agreement on Trade and Tariffs. 

We urge enactment of farm programs and other trade adjustment aid programs 
to protect our consumers, producers, farmers, or any other group from the dan- 
gers and disadvantages of sole reliance upon the so-called international free 
market. The costs involved in the conduct of our foreign economic policy should 
be shared by all the people. 


STATEMENT ON FOREIGN AID ProGRAM BY BERNARD WEITZER, NATIONAL LEGISLATIVE 
DrrEcToR, JEWISH WAR VETERANS OF THE UNITED STATES OF AMERICA 


On behalf of the Jewish War Veterans of the United States of America, I am 
happy to express our appreciation for this opportunity to present, once again, 
our support for the foreign aid program which you are considering. We have 
already presented to your Subcommittee on United Nations Specialized Agencies 
the resolutions (dealing with the subject matter covered by the subcommittee) 
passed at our 60th annual national convention held in Miami Beach, Fla., last 
October. I am attaching copies of those resolutions as well as other resolutions 
dealing with foreign aid passed at that convention for inclusion in the record 
of your hearings. 

Since the Marshall plan was first proposed and continuously since that time, 
our organization has, by resolutions passed at our convention each year, by my 
appearances before the congressional committees concerned and in every other 
way possible, supported the bills you have considered for foreign aid in all the 
forms which have grown out of the original proposal. 

Before I go further, I wish to congratulate this committee upon the bills which 
it has reported over the years to carry out the foreign aid program—beginning 
with aid to Greece and Turkey, the year-by-year authorization for the Economic 
Cooperation Administration, the North Atlantic Pact, the military defense 
assistance program and the Mutual Security Pact, the Technical Cooperation 
Administration now popularly known as the point 4 program, as well as the aid 
provided through the agencies of the United Nations. These programs over the 
years have cost tens of billions of dollars which were met by the tax payments 
of our members as well as by the taxes paid by all our fellow countrymen. Our 
organization, by its continuing support of the foreign aid program and in its 
discussions preceding the adoption of the resolution on the subject, has mani- 
fested its feeling that these billions of dollars have brought a worthwhile return. 

You can remember better than I can relate to you, the threatened overwhelming 
by communism of all Europe when the Marshall plan was proposed due to the 
economic weakness and the near militarily defenseless condition of Europe. 
Today, there is relatively great strength in Europe this side of the Iron Curtain 
in both the military and economic status though there is still need for greater 
improvement. Our economic and military aid in other parts of the world has, 
in the meantime, greatly shored up the political, economic and defense position 
of the newly independent nations which are taking their first steps toward the 
democracy and the kind of life which the well-being of our own people demon- 
strates, is worthwhile. In the underdeveloped areas, the technical cooperation 
Program which we have carried on bilaterally and through the technical assist- 
ance program of the United Nations and its agencies, has helped to bring to the 
Peoples in those areas, the know-how and the means to save lives, to improve 
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the standard of living, to heal the diseases which curtail working power and 
which altogether have made life for them better. All of this will help to establish 
freedom as we know it on a sounder basis in all parts of the world and make jt 
more difficult for communism to make inroads and maintain itself. 

At the same time while we have been helping these millions of people and 
deterring Communist aggression at the cost of billions of dollars, our own country 
has enjoyed an expansion in its economic strength that is without parallel in our 
history. Never have so many people in our country had the means to satisfy 
their needs and their wants so fully. The men in the Kremlin and their Com. 
munist domain stretching from the western Iron Curtain of Burope to the Pacific 
borders of China and Siberia are still a threat. But the foreign-aid program 
which you have authorized over the years, can surely be credited with being a 
decisive factor in deterring the Communists from actions which could have loosed 
world war III. The continuation of these foreign-aid programs will continue to 
help us maintain the peace. 

It is for these reasons that I respectfully urge your committee to report, favor- 
ably, upon the program which the administration has presented for your consid- 
eration. We believe that greater emphasis than ever should be placed upon eco- 
nomic aid especially in the Far East and the Middle Bast and on the further de- 
velopment of multilateral aid programs carried on by the United Nations and its 
independent agencies. Among the latter, I would especially mention the United 
Nations Children’s Fund—UNICEF, 


Following are the resolutions referred to in the first paragraphs of the fore- 
going: 
TECHNICAL ASSISTANCE PROGRAM 


Whereas the technical assistance program has been most warmly welcomed by 
those countries which have participated in that program ; and 

Whereas the technical assistance program has been unusually effective in the 
underdeveloped areas of the world and especially because many of the countries 
in those areas are being lured by Communist propaganda ; and 

Whereas in many of these underdeveloped areas there are raw materials of 
great value whose production can be largely increased by the technical assistance 
program : Now, therefore, be it 

Resolwed, That both the bilateral and United Nations program be greatly ex- 
panded and much more liberal appropriations be made for such program than 
have hitherto been granted. 


UNITED NATIONS 


Whereas the United Nations continues to be the major world forum for ideas 
relating to foreign relations problems; and 

Whereas the United Nations helped in ameliorating and overcoming some of 
the problems which could have burst into the conflagration of war: Now, there- 
fore, be it 

Resolwed, That the Jewish War Veterans of the United States of America in 
60th annual national convention assembled at Miami Beach, Fla., October 24-30, 
1955, continue to support the United Nations by all means in our power, and urge 
the Congress to appropriate adequate funds for the operations of the United 
Nations and call upon the Secretary of State to use facilities of the United Nations 
in every case where it is possible in dealing with foreign relations problems which 
arise. 

NATO 


Whereas the Jewish War Veterans of the United States of America has, from 
the date when the North Atlantic Treaty Organization was first suggested, col- 
sistently supported NATO as a means for buttressing our national security and 
the national security of the free world nations associated with us in that Organ- 
ization; and 

Whereas the growing strength of NATO has been a substantial factor iN 
deterring overt aggression and in creating the conditions which blunted Com- 
munist efforts to dominate all of Europe; and 

Whereas achievement of the military goals agreed upon for each member of 
NATO is essential to make Communist nations realize that aggression or 4 
sneak attack will not pay off: Now, therefore, be it 
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Resolved by the Jewish War Veterans of the United States of America in 60th 
Annual National Convention assembled at Miami Beach, Fla., October 24-30, 
1955: 

1. That the United States not let down its guard in any way by cutting its de- 
fense budget unless and until firm and secure commitments for the first steps 
toward reduction of armaments have been agreed to by the Communist nations 
of the world, thus serving as an example to our NATO allies, encouraging them 
to maintain their own defense budgets despite the blandishing words of the 
Russian Communists at Geneva. 

2. That there be no diminution in the direct and indirect military aid which 
we have been extending to the members of NATO until the military goals set 
have been met. 

MUTUAL SECURITY PACT FOR THE FAR EAST 


Whereas the situation in the Far East and the Southwest Pacific, with newly 
independent nations readily subject to the subversions, incursions, and ag- 
gressions by Soviet and Chinese communism present a serious danger to the 
security of the free world including security of our own Nation; and 

Whereas we found in the mutual-security program applied in Europe, a pat- 
tern of activities which succeeded in stopping the Communist advance: Now, 
therefore, be it 

Resolved, That the Jewish War Veterans of the United States of America in 
60th Annual National Convention assembled at Miami Beach, Fla., October 24-80, 
1955, urge the President and the Congress to work out a program especially 
adapted to the needs of the situation in the Far East and Southwest Pacific 
including substantial technical assistance as well as grants in aid in order to 
strengthen the economic well-being and the political and governmental institu- 
tions of these newly independent nations so that they will maintain and defend 
their freedom against the Communist enemy. 


SUPPORT FOR THE ESSENTIALS OF THE MUTUAL SECURITY PROGRAM AND NATO 


Whereas the Marshall plan, the Economic Cooperation Administration, the 
North Atlantic Treaty Organization and the mutual security program have 
saved the major nations of Europe from being overwhelmed by the wave of com- 
munism which threatened in 1947; and 

Whereas these successive programs have strengthened the economic founda- 
tions and the military defenses of these European nations to a degree which 
led the Soviet Government to practice its blandishments at the Summit Con- 
ference in Geneva: Now, therefore, be it 

Resolved, That the Jewish War Veterans of the Uinted States of America in 
60th Annual National Convention assembled at Miami Beach, Fla., October 24-30, 
1955, urge sufficient funds be provided for maintaining and extending the advan- 
tages won by the mutual security pact and its predecessor programs so the Soviets 
Will understand that their smiles and kindly words must be translated into deeds 
which will furnish a solid basis for peaceful coexistence. 


RESOLUTION REGARDING UNESCO 


Whereas the Jewish War Veterans of the United States of America have sup- 
ported since its inception, the goals of the United Nations Educational Scientific 
and Cultural Organization to raise levels of education, the improvement of 
health, nutrition, and literacy, the rendering of assistance in natural science 
research, to improve living conditions and the exchange of students and teach- 
ers among nations of the world in order to achieve world peace; and 
Whereas we believe our country benefits directly from UNESCO operations 
in the following three ways: 

1. In teaching the inhabitants of the underdeveloped areas modern techni- 
ques in science, education, and technology, it helps draw these regions closer 
to American ideas, standards, and trade; , 

-. It benefits American science, education, and culture by facilitating the ex- 

o~—- of ideas and methods between American and foreign scientists and 
aucators ; 
_3. Any organization which helps to preserve the peace is to the interest of our 
United States, which has the most to lose through war. In addition, however, 
by encouraging the idea of collective responsibility it increases the chances that we 
Will not have to fight alone if again forced to fight against Communist aggres- 
sion: Now, therefore, be it 
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Resolved by the Jewish War Veterans of the United States of America assembled 
in the 60th Annual National Convention in Miami Beach, Fla., October 24-30, 1955, 
That we reaffirm our continuing support of UNESCO, our faith in the objects it 
seeks, and the benefits which it has produced for our own country. 


UNITED NATIONS SPECIALIZED AGENCIES 


Whereas the basic instincts of peoples of all races in all parts of the world 
aredirected toward the continuation of their lives and the lives of their chil- 
dren; and 

Whereas the specialized agencies and funds of the United Nations such as 
the U N. International Children’s Fund, the Food and Agricultural Organiza- 
tion, and the World Health Organization which are respectively directed— 

1. To provide food and medicine for starving children; 

2. Training the underfed nations and peoples in methods of agriculture 
which will produce more food supplies that will enable them to raise their 
daily calorie intake somewhat closer to half of what the average American 
eats each day; 

8. Training in sanitary measures and rudimentary health treatment 
which will eliminate or cut down the heavy toll of death and sickness from 
such diseases as malaria which greatly depletes the working days per 
year of the peoples who need this help; 

and 

Whereas these nations and peoples in many cases, produce materials of great 
importance to American industry and to the industries and economies of friendly 
nations: Now, therefore, be it 

Resolwed, That the Jewish War Veterans of the United States of America in 
60th Annual National Convention assembled at Miami Beach, Fla., October 24- 
30, 1955, urge Congress to appropriate funds more adequately, for these special- 
ized activities of the United Nations. 


NATIONAL DEFENSE 


Whereas the imagination of the civilized peoples of the world was captured 
by the presentation made by the President of the United States in the Summit 
Conference at Geneva through his proposal of steps to remove the fears and 
horrors of nuclear war and to establish the true picture of the efforts of the 
United States as a Nation genuinely seeking the easing of the world tension 
and the recreating of a state of amicable relations among the nations of the 
world; and 

Whereas the spirit thus created may have an undesired and untimely effect 
in causing or bringing about a movement to reduce the state of defense of the 
United States to meet forces seeking to overthrow democracy and freedom; and 

Whereas the Jewish War eVterans of the United States of America, as do all 
Americans, hope for peace but nevertheless deplore and warn against too 
hasty a reduction in the forces to meet an attack by the Soviet Communists 
who have, notwithstanding the spirit of Geneva, continued their efforts and 
activities in attempting to accomplish their goal of world domination, as witness 
the action of Soviet Government and its satellites in fomenting discord in the 
Near East by the agreement to furnish arms to Egypt thereby bringing about 
the possibility of active hostilities between an Arab nation and Israel: Now 
therefore, be it 

Resolved, That the Jewish War Veterans of the United States of America 
in 60th Annual National Convention assembled at Miami Beach, Fla., October 
24-30, 1955, urge that— 

1. We applaud the efforts of our President and our State Department in 
attempting to bring about and to preserve peace between all civilized nations 
but nevertheless depreciate and oppose the socrifice of any part of an appro 
priate defense, particularly depreciating and deploring any efforts to reduce 
the defense budget. 

2. We urge that in all dealings with the Communist Government especially in 
the discussion of arms limitation, utmost caution be used to the end that deeds 
rather than words be relied on. 

3. That, while we urge our Government to state its willingness to consider 
any proposal designed to eliminate the state of cold war with an open mind, 
pending such agreements and their acceptance, the United States continue support 
of a program of economic aid, military assistance, and technical assistance to 





those é 
which | 
foundat 
Summit 


PoLic 


In vie 
in the ' 
have fol 
construs 

Since 
foreign 
needs 0 
Lisenho 
in scope 

We, t 
3-point 

1A 
underde 
United | 

(a) I] 
underde 
our ann 
are cur 
sible as 
period ¢ 

Durit 
all fore 
gresses 
utilized 
4 years 
underde 
the Pre 
ment al 
of appr 
authori 
the Mui 
$100 mi 
is also | 
million 
yet obli 
develop 

$1.5 | 
careful, 
develop 
what th 
capita « 
that in. 
20 perce 
also, to 
own fig: 
to Ame} 

Obvio 
compris 
are voir 
as well 
with th 
use of A 

Since 
tions be 
to pass 
5 years, 


1 Back 


MUTUAL SECURITY ACT OF 1956 1027 


those areas in the world which desire free and democratic government and 
which since the initiation of the Marshall plan have helped to produce the 
foundation for the impressive proposals made by the President at the Geneva 
Summit Conference. 


Poticy STATEMENT OF THE CITIZENS’ COMMITTEE FOR EXPANDED FOREIGN AID 
Submitted by Dorothy Norman, New York, N. Y. 


In view of our deep concern about the need to help raise the standard of living 
in the vast, economically underdeveloped areas of the world, the undersigned 
have formed a Citizens’ Committee for Expanded Foreign Aid to work for a more 
constructive foreign economic policy. 

Since we favor a bold, long-range, integrated, bipartisan United States 
foreign assistance program to deal with the realities of the economic and human 
needs of the people of Asia, Africa, and Latin America, we consider President 
Eisenhower’s message on foreign aid of March 19, 1956, to be far too limited 
in scope. 

We, therefore, urge the President and the Congress to enact the following 
3-point program : 

1. A minimum commitment of $1.5 billion a year in loans and grants for 
underdeveloped areas, for a minimum period of 5 years, to be given through 
United States and United Nations technical and economical assistance programs, 

(a) In order that our foreign economic and technical assistance programs in 
underdeveloped areas may have the maximum effect, we must not only increase 
our annual appropriations from the totally inadequate $500 million a year we 
are currently spending for such purposes; we must also give the greatest pos- 
sible assurance that such appropriations will be available over a meaningful 
period of time. 

During the past 10 years we have spent approximately $50 billion on our over- 
all foreign programs. ‘The expenditure of this sum was approved by Con- 
gresses and Presidepis of both parties. Yet most of this amount has been 
utilized for military aid and defense support. In consequence, during the past 
4 years our average annual expenditure for economic and technical aid to 
underdeveloped sveas has been about $500 million. Even for the coming year 
the President’s message on foreign aid calls for only $327 million for develop 
ment and technical assistance for underdeveloped countries (this is exclusive 
of appropriations for defense support for certain nations) ; plus a special added 
authorization of $100 million for the President’s special emergency fund under 
the Mutual Security Act, plus $5,950,000 for foreign atomic reactor projects. 
$100 million authorized for the special Asian fund last year, but not obligated 
is also being requested for the coming year. It is quite clear, however, that $533 
illion of new money, plus $100 million already authorized (even though not 
yet obligated) will by no means solve the problems of the economically under- 
developed areas. 

$1.5 billion a year represents a far more realistic figure, based, as it is, on 
careful, even conservative, estimates of the gap between what the under- 
developed nations can themselves produce, working hard and effectively, and 
what they need in erder to achieve even the most modest improvements in per 
capita consumption by the end of the next 5 years. (It should be remembered 
that in all of the countries requiring assistance, per capita income descends from 
20 percent of that of the United States to as low as 2 percent. It is instructive, 
also, to note that, according to the Internaional Cooperation Administration’s 
own figures, approximately “75 percent of all program expenditures go directly 
to American business and agriculture.” )* 

Obviously, the overwhelming need of the underdeveloped countries—which 
comprise most of the land surface of the earth and contain most of its people— 
are going to continue to exist during at least the next 5 years. Commonsense, 
as Well as experience, clearly indicates that long-range planning in connection 
With the execution of foreign-aid programs means more efficient and economical 
use of American dollars. 

_ Since there is a question as to the constitutionality of congressional appropria- 
tions being made to cover more than 1 fiscal year at a time, we urge Congress 


to pass a resolution of its intent to continue foreign aid for a minimum period of 
v years, 


* Background for Mutual Security, ICA, December 1955, p. 26. 
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(6) Our annual commitment of $1.5 billion should include an increaseq 
contribution to the U. N. technical assistance program, which will enable it to 
expand its activities. Technical assistance through the U. N. has been the most 
popular of all forms of international aid. If we increase our own contribution 
to this program, we feel certain that other nations will gladly follow our lead. 

Because greater availability of funds is not, in itself, sufficient, we urge that— 

2. The United States take more effective leadership in expanding and stabilizing 
world trade. 

(a) The first and most urgent requirement is to find a solution to the problem 
of world trade in primary products. In order to accomplish this the United 
States should call an international conference (in or outside the U. N.) to give 
urgent consideration to this question. 

Without forgetting our own surpluses, we must also remember that exports 
of such staples as cotton, jute, rice, coffee, and rubber are the main source of 
foreign-exchange earnings for a number of underdeveloped countries. The United 
States has, at times, been accused—and not without some justification—of grant- 
ing aid on the one hand, and, on the other, disrupting the earning power of 
countries receiving aid through large-scale disposal of our own agricultural 
products at questionable world prices. The need for new, constructive thinking 
on this problem becomes more urgent with every passing month. 

(b) In the interest of stabilizing world prices and expanding total world trade, 
including that of the United States, we urge Congress to approve President 
Eisenhower’s request for United States membership in the proposed Organization 
of Trade Cooperation (OTC), which would administer the General Agreement 
on Trade and Tariffs (GATT). The United States has played a key role in 
setting up GATT. Our membership in OTC would entail no new obligation, yet 
OTC cannot come into existence unless 80 percent of world trade is represented 
in its membership. Since the United States accounts for more than 20 percent 
of world trade, OTC will be stillborn if we should fail to join it. 

Since it is clear that, for some time to come, private investment, except with 
respect to extractive industries such as oil and scarce metals, will not be a major 
source of capital for underdeveloped areas, we urge that— 

38. The United States use its influence and resources to provide increased 
investment in development projects in underdeveloped areas. 

(a) Almost every underdeveloped nation sorely needs such basic economic 
facilities as transportation and communication, yet lacks the capital to build 
them. To help remedy this situation, the U. N. has proposed creation of the 
Special United Nations Fund for Bconomic Development (SUNFED), which is 
designed to furnish a quarter of a billion dollars of capital funds for vital develop- 
ment projects. SUNFED is thus far only a proposal, largely because of United 
States failure to subscribe approximately $80 million of the $250 million necessary 
to launch it. We strongly urge that Congress include $80 million for SUNFED 
in its forthcoming foreign aid appropriation. 

(b) We further urge that the United States make available more risk capital 
through the Export-Import Bank and the International Finance Corporation, 
and that the possibility of liberalizing the lending regulations of the International 
Bank for Reconstruction and Development be explored. 


WHY AN EXPANDED AID PROGRAM AND A MORE POSITIVE ECONOMIC POLICY? 


It is obvious that these concrete suggestions will not solve all of the problems 
of the underdeveloped world, but we feel that they represent constructive steps 
in the right direction. Prompt enactment by Congress of the program we support 
would reaffirm our faith in the possibility of resolving economic and social prob- 
lems on a global scale and would go far toward restoring the faith of others Jn 
our ability to take adequate, effective action at this crucial moment. 

It has become customary to postpone major policy decisions in election years. 
We believe that, on the contrary, now is the best time for the President forcefully 
to acquaint the American people with the need for a truly dynamic foreign eco- 
nomic policy. We are confident that a public which is aware of these needs will 
respond with enthusiastic support for a new initiative in behalf of the very 
survival of the free world. 

Pressure for a decent standard of living is coming increasingly from the 
peoples of the underdeveloped areas, and not simply from their governments. 
Such pressure will be successfully exploited by the totalitarians of the world 
unless those who value freedom take positive action. 
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Economic aid for Asia, Africa, and Latin America can no longer be incidental 
to other considerations—either political or economic. An adequate assistance 
program, set up on a cooperative basis, in generous spirit and without strings, 
cannot fail to have a dynamic effect on the survival of freedom in the world at 
large. To help improve the condition of man is an intrinsically self-justifying 
act of human faith. It is also a necessary pre-condition for democracy. 

We therefore maintain that, although what the Communists do should not be 
the reason for our own acts— 

1. We cannot any longer—especially in view of our own inadequate aid pro- 
gram—overlook the loan assistance being extended by the Soviet bloc, partieu- 
larly in the uncommitted lands of Asia and the Middle East, with their great 
potential for Communist infiltration and subversion. Nor can we close our eyes 
to the very real propaganda success the Soviets are having, using development 
aid as a Weapon. 

2 We must be acutely aware that the underdeveloped nations are determined 
to industrialize, to obtain vital foreign exchange by exporting their primary 
products, and to develop their resources as swiftly as humanly possible. 

Disappointment of the hopes that have been raised throughout the under- 
developed areas—in part by United States technical assistance programs them- 
selves—cannot help but weaken the very fabric of the democratic world. 


MEMBERS OF THE COMMITTEE 


Dorothy Norman, chairman Dr. Barnard Luben 

Mrs. Margaret Bender Dalton McClelland 

Nelson Bengston Dr. Kenneth Maxwell 

Prof. John C. Bennett Mrs. Burnett Mahon 

Dr. William S. Bernard Stewart Meacham 

Faubion Bowers Eula Morton 

Theodore Brown Mrs. Edward Murrow 

Dr. George Carpenter Rey. Ove Nielsen 

William Clifford Dorothy Nyland 

Lucile Colony Mrs. Arthur Paul 

Bernard A. Confer Charles E. Pickett 

Robert Delson Dr. Josephine Rathbone 
Herbert DeVarco Rey. and Mrs. Herman Reissig 
Mrs. Lloyd K. Garrison Mrs. Pearl Richardson 
Irving Golder Fred Riggs 

Mrs. Ruth Goddard Mrs. Franklin D. Roosevelt 
Elsie Harper Mrs. Eustace Seligman 
Rey. Donald Harrington Toni Sender 

Dr. Robert Henry Mrs. Savilla Millis Simons 
Elmore Jackson Russell Stevenson 

Margaret E. Jones Norman Thomas 

Pill Kemsley Dr. Frank Trager 

Mrs. Elizabeth Kinnear Arnold B. Vaught 

Mrs. Horace Lamb Patricia Wohlgemuth 

Mrs. Dora S. Lewis Dr. Ruth Wright 


Committee still in proeess of formation. 


Post War WorLD CoUNCIL, 
New York, N. Y., April J8, 1956. 
Hon. James P, RicHArps, 
Chairman, Foreign Affairs Committee, 
House Office Building, Washington, D. C. 


Dear Mr. RicHarps: In behalf of myself and this organization, the Post War 
World Council, I should be grateful if you would insert this letter in the tran- 
script of your hearings on economic aid to foreign nations. 

The President was well within the truth in his estimate of the comparative 
values now of economic and military aid, and it ought to be unthinkable that 
any substantial reduction should be made in his current recommendations. 

On the contrary, there ought to be further thinking as to the adequacy of 
his recommendations especially in the light of changing conditions in Europe 
and the Soviet campaign of economic assistance. Not all aid should be in the 
form of gifts and loans. The question of trade is very important. 
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On this whole subject, may we recommend most earnestly the positions taken 
by Dr. Frank Trager in the Newsletter of our organization, a copy of which we 
enclose. I should be grateful if his statement could be appended to my letter as 
an amplification of our position. 

Believe me, 

Sincerely yours, 
NORMAN THOMAS. 


PostwarR WorLD CouNCIL NEWSLETTER, NEW YORK, N. Y. 


The council concerns itself with matters of foreign policy and, 
especially, with a crusade for universal disarmament under effec- 
tive international control, coupled with a war on the world’s poverty, 
in which lie the seeds of true world government. This newsletter is 
written by Norman Thomas, chairman of the council, with special 
reports by other individuals from time to time. 


NEWSLETTER, MARCH 1956 


Recent weeks have made more apparent the West’s lack of adequate policy and 
fraternal cohesion. This is most dangerously evident in the Mediterranean area: 
Palestine, Cyprus, Algiers—and in less degree, Tunis and Morocco. Colo- 
nialism, with which the claim of the West to democracy has been cursed, has 
to go. But suddenly to turn over Algiers or Cyprus to the extremists would 
supplant one set of evils with another. And the French and British so far have 
been unable or unwilling to reach even such belated agreements as may yet save 
Tunis and Morocco from anarchic violence. 

Tension between Israelis and Arabs increases. Jordan’s king has apparently 
fallen almost all the way into the hands of hysterical nationalists, although he 
still wants British subsidies and subservient British officers for his Arab Legion. 
If the U. N. were what it ought to be it should step in and insist on an end of 
the arms race, a final delimitation of Israel’s boundaries, and the resettlement of 
the million Arabs now housed in wretched camps which are a standing reproach 
not only to Israel but to the West. In effect, we westerners have expected the 
Arabs to pay for the western anti-Semitism to which the State of Israel has been 
the answer. The Arab leaders also have played politics with the issue at the 
price of humanity. 

No action by the U. N. or by the United States, France, and Britain will be 
possible, or, if possible, a very safe risk for averting the spread of border into 
world war, unless Moscow will agree. Why doesn’t President Eisenhower, who 
corresponds somewhat hopefully with Premier Bulganin on the arms problems, 
try to bring the Kremlin into an agreement for its own sake as a professed lover 
of peace to enforce an all-around end of the arms race in the Middle East, and 
at least benevolent neutrality toward a great resettlement program on compara- 
tively underpopulated Arab lands at the expense of Israel and the West? James 
G. McDonald, first American Ambassador to Israel, outlined what might be a 
feasible plan in a letter to the New York Times of Sunday, March 4. Something 
of the sort is essential to peace. 


TEN YEARS OF AID PROGRAM—AND WHAT OF THE FUTURE? 


Universal, controlled disarmament and the economic upbuilding of industrially 
backward areas must still be the major goals of a sound foreign policy. We are 
happy to give over the rest of this newsletter to a discussion of economic aid by 
Dr. Frank,N. Trager, research professor of government, New York University. 
Lack of space compels us to omit Dr. Trager’s lucid explanation of what has been 
done and proposed during 10 rather confused years by way of economic aid pre 
ceding his justification of such aid. 

If we cut our way through the millions of words which have been written on 
this problem, there seem to be three justifications for these expenditures 02 
economic aid. They represent a combination of national self-interest and inter- 
national democratic and humanitarian considerations. They are: 

(a) The economic well-being of the United States is inextricably tied, through 
our need for trade and basic materials, to that of the rest of the world. It is in 
our interest to see that the rest of the world becomes and/or remains economl 
eally healthy. 

(b) Unless we strengthen and extend the world’s democratic, independent 
forces, we cannot long maintain our own democracy. Encouraging freedom and 
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democracy is also a commitment morally and spiritually justified by the essence 
of United States history. 

(c) Helping to improve the living standards of underprivileged peoples is an 
intrinsically self-justifying act of human faith. It is also a precondition for 
democracy. 

How much money are we really spending on programs designed to accomplish 
these ends? If we add up the actual appropriations and expenditures for foreign- 
aid programs during the postwar decade, we find that they total $50 billion, er an 
average of about $5 billion a year. At first view our reaction may be “Tha’s a 
lot of money.” And it is, though it would hardly pay for a few weeks or months 
of a shooting war. But the figure of $5 billion is somewhat deceptive, because 
so much of it has gone into military assistance and supplies for our allies in 
various defense pacts. If we examine the figures more closely, we discover that 
the average annual appropriations over the last 4 years for economic—as distinct 
from military—assistance is approximately one-third the size of the average 
annual total. That is, we have been spending only from $1.3 to $1.8 billion a 
year during United States fiscal years 1953 to 1956. But this annual average of 
$1.6 billion is still deceptive. If we eliminate aid earmarked for Western 
Europe, its dependencies, other more developed areas, and defense support—a 
kind of military aid, the actual average annual rate of United States Govern- 
ment aid to underdeveloped areas shrinks to $500 million a year. (CED report 
of February 1956 on Economic Development Abroad.) And this half a billion 
figure for economic development and technical assistance includes the $100 million 
sum set aside but as yet unused for the President's fund for Asian economic 
regional development—$500 million a year for the economy of underdeveloped 
countries is a far ery from an average of $5 billion a year. 

It is an interesting fact that bipartisan leadership has been consistently neces- 
sary and consistently available for paSsage and execution of the aid programs. 
Aid programs have been administered by a succession of distinguished leaders 
of both parties: Hoffman, Foster, Harriman, Stassen. The present ICA Director, 
Hollister, apparently has not yet won the confidence of citizens who ardently 
support the wisdom of a meaningful aid program. Despite bipartisan support, 
these questions remain: What kind of aid program should Congress adopt? And 
for how long a period? At what magnitude? 

Befcre answering these questions we need to take stock of some new condi- 
tions in 1956: 

1. Obviously the Geneva summit meeting of July 1955, the Washington declara- 
tion and 20th Congress of the Soviet Communist Party of February 1956 have 
made clear that the East-West conflict is at least temporarily in a state of 
nuclear equilibrium or atomic stalemate. 

2. The Soviet bloc therefore feels free to launch a significant loan, barter, 
and technical-assistance program to the uncommitted lands of Asia and the 
Middle East. 

5. The uncommitted, underdeveloped nations, particularly in Asia, are deter- 
mined to industrialize, to obtain vital foreign exchange by exporting their pri- 
mary products, and generally to free themselves from what they regard as the 
stigmata of “economic colonialism.” 

This means that we can either assist these underdeveloped nations maintain 
internal democracy and help them meet the rising levels of expectation of their 
respective populations or we can see them drift into the economic vise of the 
Soviet bloc. I regard both these items as supremely valid bases for now answer- 
ing the questions indicated, along with specific policy proposals. I propose— 

1. A bipartisan program of public investment significantly stepped up so as 
to deal with the realities of the economic and political situation in Asia, Africa, 
and Latin America. Such a program would require a minimum commitment of 
approximately $1.5 billion a year of loan and grant funds, for a minimum period 
of 5 years, not the $500 million a year we are presently spending. This figure of 
$1.5 billion is not picked out of a hat. It is based on careful extrapolative esti- 
mates of the gap between what the recipient countries themselves can produce 
working hard and more efficiently and what they need in order to arrive at 
modest improvements in per capita consumption at the end of 5 years. In India, 
‘or instance, this gap—most of it needed for foreign exchange—is expected to be 
almost a billion dollars over the next 5 years. 

-. That the United States take early leadership (in or outside of the U. N.) in 
convening a meaningful international conference to deal with the problem of 
World trade in primary products. We cannot forget our own surpluses, but we 
lust also take into account the fact that export of primary products—Malay rub- 





1032 MUTUAL SECURITY ACT OF 1956 


ber, Burmese and Thai rice, Indonesian tin, Egyptian cotton, Pakistan jute, 
Brazilian coffee—is often the only means of obtaining foreign exchange for many 
underdeveloped countries. The United States has been accused, not without 
justification, of granting aid on the one hand and on the other disrupting the 
earning power of countries to whom the aid has been granted through large-scale 
disposal of our own agricultural products at questionable world-price figures, 

8. It is evident that for some time to come private investment in underdevel. 
oped areas, except for extractive industries like oil and scarce metals, will not be 
a major source of export capital. The United States sponsored guarantee invest. 
ment program presently under way in five countries has been, to a large extent, 
an interesting failure. Private capital subject to external risk and high domestic 
taxation justifiably sees no reason for venturing into untrod territory. Reduc. 
tion of taxes on American corporate income earned abroad and strong inducements 
from recipient countries on the order of those offered by Puerto Rico wouid pro- 
vide added incentives to private investment. But the fact remains that capital 
is most urgently needed for basic economic facilities such as transportation and 
communication, which are not readily amenable to private investment. There- 
fore, the United States should use its influence and resources vastly to liberalize 
the lending resources of the International Bank for Reconstruction and Develop. 
ment and simultaneously to make available more risk capital through the Inter- 
national Finance Corporation and the Export-Import Bank. 

4. Our past contributions to the U. N.—the sum is included in the $500 million 
mentioned—have been niggardly in the extreme, despite the fact that our dollars 
have been matched by $1 or $2 from all other member nations to every $1 of 
ours. The annual total of technical assistance by the U. N. and specialized 
agencies, if we include the total budgets of the latter, has been about $75 million, 
which has had to be divided among some 70 countries. The United States has 
constantly pressed for smaller budgets in the U. N. and specialized agencies. 
Therefore the United States should now lead in increasing its contribution to 
U. N. technical assistance funds, although we do not believe it is neecssary to 
increase the proportion of American funds given vis-a-vis contributions from 
other members. 

5. In addition, United States influence has largely prevented the establish- 
ment of the Special United Nations Fund for Economic Development (SUNFED). 
The United States portion of the $250 million of capital funds necessary to launch 
SUNFED would be $80 million. Therefore the President should be urged to 
include this $80 million for SUNFED ip his current foreign aid request. 


New York, N. Y., April 14, 1956. 
Statement in opposition to current and proposed long-term foreign aid, military 
or economic, under NATO or otherwise. 
Hon. JAMES RICHARDS, 
Chairman, House Foreign Affairs Committee, 
Washington, D. C. 

DEAR CHAIRMAN RicHaArps: In lieu of my appearing to give testimony in per- 
son—a privilege previously requested—against current and proposed long-term 
foreign-aid programs, under NATO or otherwise, I request that this statement be 
included in the record of your hearings. 

My identification is adequately presented in the below-mentioned statements— 
included here by reference—which support my position above indicated ; but I'l! 
add this one pertinent reference: I am the author of House Document 215 er- 
titled : ‘Permit Communist Conspirators To Be Teachers?” written by me as 4 
private citizen, then accorded the unique honor of adoption by the House as its 
own official document, in 1953. I also speak as a veteran of both World Wars: 
a major, Air Force, World War II; a longtime member of the New York State 
Bar. 

My opposition to the proposed long-term foreign aid, on constitutional grounds, 
is based in part on the reasons stated in my “open letter” to the Congress—* 
copy of which accompanied my recent letter to you asking for the privilege of 
appearing in person to testify before your committee; and I now ask that this 
statement or “open letter,” be considered a part hereof and incorporated in full 
in the record of your hearings with this present letter-statement and as part 
thereof. This will suffice for present purposes with regard to my contention that 
the long-term foreign-aid proposal is unconstitutional, 
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For additional reasons—economic, military, political—in support of my opposi- 
tion to current and proposed long-term foreign aid, military or economic, under 
NATO or otherwise, I refer to my earlier statements printed in the record of 
congressional committee proceedings as follows: 

(a) My statement dated April 4, 1947: “To Members of Congress”— 
against “The Truman Doctrine’; pages 2246-48, your committee’s hearings 
1947 ; 

(b) My statement dated March 10, 1948, in “Opposition to the Marshall 
Plan’; pages 2240, your committee’s hearings 1948; 

(ec) My statement against the North Atlantic Pact dated May 16, 1949; 
pages 1235-62 record of hearings Senate Foreign Relations Committee, 1949, 
Sist Congress, Ist session, re North Atlantic Treaty ; 

(d) My January 29, 1951, statement: “America Needs an American For- 
eign Policy” sent to every Member of Congress on that date (with items men- 
tioned immediately above) ; copy herewith for your files; 

(e) My statement June 3, 1953, before your committee’s subcommittee, 
chairman, Lawrence Smith, in opposition to the foreign-aid program: 

(f) My statement June 25, 1953, before the Senate Appropriations Commit- 
tee’s subcommittee, chairman, Homer Ferguson, regarding America’s air- 
defense bankruptcy and military impotence and the fraud of NATO; 

(g) My statement of June 1955 before a Senate Armed Services Committee 
subcommittee, chairman, John Stennis, executive session, regarding Amer- 
ica’s air defense, airpower bankruptcy and NATO’s fraud. 

Other kindred statements by me before various committees of Congress, on 
various aspects of the subject—especially the military fallacies-falsities and fraud 
involved, are ineorporated herein merely by general reference. 

I submit this statement merely as an individual, representing no group or 
organization. 

Yours truly, 

Hamiuton A. Lona. 


ForeIcn “Arp”? VERSUS THE UNITED STATES CONSTITUTION 


AN OPEN LETTER TO THE CONGRESS, ESPECIALLY MEMBERS OF SENATE AND HOUSE 
COMMITTEES ON FOREIGN RELATIONS AND APPROPRIATIONS, THE CAPITOL, WASHING- 
TON, D. C. 


The Constitution defines the limits on the Federal Government’s powers. They 
can be enlarged properly by the people only, by the prescribed amending process. 
Lacking such amendment, any attempt by any branch of the Government (execu- 
tive, legislative, or judicial) to exercise enlarged powers is usurpation. Wash- 
ington’s Farewell Address warned—in keeping with the conviction of his fellow 
leaders and with the lesson of history—that usurpation is “the customary 
weapon by which free governments are destroyed.” Jefferson phrased the same 
warning somewhat differently but no less sharply, in his famous Kentucky Reso- 
lutions in 1798: 

“* * * it would be a dangerous delusion were a confidence in the men of our 
choice to silence our fears for the safety of our rights: that confidence is every- 
where the parent of despotism—free government is founded in jealousy, and not 
in confidence ; it is jealousy and not confidence which prescribes limited constitu- 
tions, to bind down those whom we are obliged to trust with power: that our 
Constitution has accordingly fixed the limits to which, and no further, our con- 
fidence may go; * * * In questions of power, then, let no more be heard of 
— in man, but bind him down from mischief by the chains of the Con- 
Stitution.” 

In considering the subject of “Aid” by our Government to governments of 
foreign countries—for example, assistance to the government of Egypt in financ- 
Ing the proposed Aswan Dam—Is it not necessary to consider the following 
questions? 

1. What about the Constitution’s limits on the Federal Government’s power? 

2. Under which of the Constitution’s provisions is the Federal Government 
empowered to tax the American people to raise money to be given to the Gov- 
ernmnt of Egypt to help it build public works, such as the proposed Aswan Dam? 

3. Is this not usurpation of power—whether under a general program or merely 
for specific projects, whether short-term or long-range? 


75009—56——66 
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4. Is not such usurpation all th more dangerous now because forming par{ 
of a pattern, created since 1937 (when the United States Supreme Court began 
its own policy of usurping power, by way of “reverse interpretation” of the 
Constitution—reversing at will a century and a half of the Court’s conclusive 
definitions of the controlling intent of those who had framed and ratified the 
Constitution and its amendments), which in practice has amounted to defying 
the intended limits on Federal power under the Constitution, as amended? 

5. Since usurpation is amoral, lacking in public morality, is it not indulging ip 
self-contradiction to propose, as is now being done, that the present Congress 
evade the Constitution’s limits on its power by imposing a “moral” obligation 
on succeeding Congresses to fulfill continuing commitments to be made now for 
support of long-term projects such as the Aswan Dam project? 

6. How can the word “moral” be applied to amoral evasion of the Constitution, 
by those sworn to uphold it in all its integrity, in spirit as well as in letter, and 
furthermore in support of an amoral purpose: in furtherance of usurpation of 
power? 

7. Besides amounting in effect to a fraud on the Constitution and therefore on 
the American people, on American posterity, would not such a step by the present 
Congress work a fraud on the government and the people of the other country 
involved through leading them to rely in some degree upon that which could 
not merit any reliance whatever, being null and void ad initio because in viola- 
tion of the limits on Federal power as fixed by the Constitution, as amended? 

8. Is it not true that any and all usurpation of power constitutes sabotage of 
the Republic, by helping to undermine its bedrock foundation: the Constitu- 
tion—and therefore betrayal of the liberties of the American people of today and 
of the just heritage (of individual liberty) of American posterity? 

Your serious and prompt attention is invited to these questions. It is urgently 
recommended that all Members of Congress, especially members of the above- 
named committees, make public soon their position respectively on this issue: for 
or against usurpation of power, in this or any other connection, with or without 
Executive or judicial connivance; so that the self-governing American people 
can act wisely in the light thereof—in defense of individual liberty for Ameri- 
cans not only of today but for all time to come. 

For self-identification, I refer to the statement about me by Representative 


Fred Busbey on page iii of my study entitled “Permit Communist Conspirators 
To Be Teachers?” which was written by me as a private citizen but adopted by 
the United States House of Representatives as House Document 213, 83d Congress, 
ist session, on July 16, 19538. I send this “open letter” solely as an individual 
private citizen. 


HAMILTON A, LONG. 
New York, N. Y., February 14, 1956. 


STATEMENT OF MILTON M. Lory, PRESIDENT, THE AMERICAN COALITION, 
WASHINGTON, D. C. 


FOREIGN AID AS THE CITIZEN SEES IT 


Who will speak for the tawpayer? He looks to his Representative who should 


The citizen is seldom asked his preference. When he is, polls show that he is 
dead set against further foreign spending. His money is forcibly taken from him. 
He goes to jail if he does not pay. Big Government has taken about $60 billion 
in grants and loans and spent it on foreign governments and people. Taxpayers 
not only pay the salaries of the bureaucrats who spend it and produce nothing of 
the Nation’s wealth themselves, but are expected to accept the dictum that it is 
doing good and bringing “peace and security”—a phrase used in 1937 by the Com- 
munists, in advocating the same thing as necessary for “the final triumph of 
socialism.” 

America’s unproductive bureaucracy wants the time extended to 10 or 20 
years to hire more people on a long-term basis. Less supervision by Congress and 
more discretionary power is wise, they say. If this is granted Congress might 
be asked for an additional amount, they add. 


What were the promises? 


Mr. Acheson and other Marshall plan proponents testified in 1948 that the 
European recovery plan would need no implementation; insisted it would pre- 
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vent rearmament ($3 billion authorization for military is asked this year) ; 
assured us it would end. Each year it has been continued under a new name 
and a new excuse, thus building a permanent parasitic overhead. 


Realistic appraisal wanted 


The people want an accounting on a financial basis of what has been accom- 
plished in terms of money spent and benefit to the United States received. It is 
obvious that many claims of benefit have little validity in fact. 


What’s the score? 


Britain —We spent in the postwar period alone at least $7 billion; supported 
Socialist government (fruit of the same tree as communism). Result? Britain 
is soft toward Communists, traded with Communist countries even when we 
were at war against those countries, trades with them now, urges Red China be 
admitted to the United Nations. Entertains Krushchev and Bulganin. 

France.—Postwar aid at least $51 billion. Result? Twenty-three changes 
of Government in 10 years and the Communists cast 26 percent of the vote in 
the last election. Now entertaining Tito. 

[taly—Postwar aid about $3 billion. Another uncertain government with 
a large Communist vote, one-third of Parliament controlled by the Kremlin. 

Germany.—Postwar aid about $4 billion. Dragging their feet in creating 
an army because unification of Germany is uppermost. 

Iceland.—Postwar aid about $34 million—has told us to move out. 

Yugostavia.—Postwar aid about $719 million. Another so-called neutral gov- 
ernment we are told we must continue to bribe to stay neutral but which has not 
lived up to the agreement for observation and review of use made of equipment 
supplied by the United States. 

Evyypt—Postwar aid at least $26 million. Here the Russian bear has “woofed”’ 
so we are told the taxpayers must pony up the major share of the $1,300 million 
in loans and grants for the next 10 or more years, to build the Aswan Dam. 
Irrigation and power will undoubtedly be used to grow more cotton and run 
cotton mills which will compete with American economy. To think it will stop 
communism is unrealistic speculation. 

Greece.—To which the planners point with pride and on which we’ve spent 
about $2 billion, cast a 50 percent Communist vote in the last election. Our aid 
has permitted Greece to raise cotton to compete with our surplus. This doesn’t 
make sense to the taxpayer. 

Turkey.—Postwar aid about $312 million now exporting wheat for the first 
time in her history as a result of United States aid. Wheat is surplus at home, 
subsidized and stored at taxpayers’ expense. We freely give Turkey all types 
of aid, but hesitate to give her a loan until she does something to stop inflation 
within. This United States planners are worried about. Nowhere does the 
taxpayer note any worry about United States inflation on the part of the plan- 
ners. United States debt and taxes are the result of foreign aid. 

India.—At least $328 million postwar aid. It is proposed to aid India’s second 
5-year plan to try and keep her neutral. The taxpayer thinks it is absurd. If 
Indians don’t know the difference between liberty and slavery by this time 
another grant of American dollars won’t teach them. India gives aid and com- 
fort to communism. 

The money and equipment poured into Indochina was lost to the Communists. 

NATO.—According to the New York Times, April 21, has cost $312 billion, of 
which the United States has poured in $252 billion. Yet NATO is falling apart. 
There never was any determination to defend on the part of NATO members. 
Ancient conflicts of national interest are disintegrating NATO as they always 
have in history liquidated all collective-security arrangements. 

The United States must hurry and shore up NATO, the planners say. We 
must put up more economic aid, which could result in a permanent military, 
political, and economic union envisioned by many of the planners. This at the 
expense of United States sovereignty. The taxpayer would not finance his own 
extinction if he could help it. 

Some Americans have suggested giving up NATO in exchange for German 
reunification. 

Editors vote 2 to 1 that the United States is losing the cold war. 

United Nations.—Contributions to U. N. agencies doing a good deal the same. 


Mounting debt—towering tax structure 


American taxpayers no longer accept the myth that borrowed money, a $260 
billion debt and an unbalanced budget to build up foreign economies and military 
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is in the national interest. Some countries levy less taxes and are in better fisca) 
shape than the United States. Debt and taxes are the direct result of foreign aiq, 


Worldwide bribery 


The taxpayer does not believe that the whole system of bribery around the 
world is effective in assuring that Socialist-Communist governments wil! risk 
their own national survival by taking sides. They will try to remain neutral. 
That neutralism is against the United States. 


What about South America? 


It is proposed to grant $36 million to South American countries this fise] 
year. Yet we may have to rely on hemispheric defense. All signs point that way. 

The Interior and Insular Affairs Committee Report 1954 on the availability 
of strategic and critical materials to the United States in time of war, concluded 
that this hemisphere could be self-sustaining. 

The taxpayers think some of their money spent in South America might make 
some sense. But South America seems to be getting the short end. 


Taxpayers thinking ahead of the bureaucrats 


The taxpayer is onto the fraud of putting the title of “United States Defense” 
on a budget to include all this world-equalization program for the “final triumph 
of socialism.” 


The fact of the matter 


The only real roadblock to Communist world domination is continued United 
States independence and solvency. The United States is the real target of 
communism. 

The taxpayer wonders why the Congress does not move to put our own house 
in order—to stop the trend to the autocratic state at home—and to withdraw ow 
tentacles for the defense of Socialist-Communist governments around the world— 
for the defense of this Government and all that is implied in the American way 
of life? 


STATEMENT OF NATIONAL ASSOCIATION OF SocrtAL WoRKERS, METROPOLITAN 
WASHINGTON CHAPTER 


The Metropolitan Washington Chapter of the National Association of Social 
Workers has followed with interest the technical cooperation program since 
its organization. Participation of our members in certain aspects of the pro- 
gram and the information available concerning various projects prompts us to 
write you regarding the Mutual Security Act of 1954 as amended (H. R. 10082) 

We are in accord with section 301 providing for aid to countries by encouraging 
the exchange of technical knowledge and financial investment in order to develop 
economic resources and thus to improve working and living conditions of the 
people. We support the President’s requests for the financial amounts as 
specified for both bilateral aid and aid through the United Nations. 

The chapter’s expressed belief is that greater emphasis should be given to the 
social aspects of economic development in the planning and administration of 
technical assistance programs. Accordingly, in section 302 providing technical 
cooperation programs, we propose the addition of social welfare to the list of 
the technical fields therein enumerated. Social welfare programs are an il- 
tegral part of economic development and directly related in philosophy and pur- 
pose to those already listed which include the developing of “economic resources, 
productive capacity, trade with economically underdeveloped areas, and train 
ing in public administration.” 

The Metropolitan Washington Chapter of the National Association of Social 
Workers requests your consideration of the above-named items. 
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Offshore procurement agreement with, no-profit clause provision in_- 640 
Private investment in, no restriction on 328 
Technical assistance, purpose of 59 
Troop replacement by, in NATO 990 
French, Paul C., suggestion of, on aid programs, reference to 324 
Friends Committee on National Legislation, statement by E. Raymond 
Wilson, executive secretary of 823 

Funds: 

Advanced weapons, amount requested for 1957 10, 
36-38, 54, 96, 97, 103, 129, 138, 188 

Ammunition, estimated requirement, fiscal year Pea Saa 638, 648, 649 

Appropriations, expenditures, and unexpended balances, MSA, chart 


Argentina, Atoms for Peace program, request for fiscal year 1957__- 

Afghanistan, technical assistance request, fiscal year 1957 

Arab States and Israel, development assistance requests, fiscal year 
1957 


1957 
Asia, military assistance, request for 1957 
Asian Nuclear Center (Philippines), fiscal year 1956 
Aswan Dam, Egypt 19, 25, 28, 29, 86, 158, 161, 171, 172 173 
Bolivia: 
Amount available for Okinawans in 
Development assistance request, fiscal year 1957 
Se Ce a nn ees trees ee Ree a 311, 320 
Cambodia, Laos, and Vietnam: 
Amount requested, fiscal year 1957 
Defense support requested, fiscal year 1957 
Local currency, use by, fiscal year 1957 
Technical assistance, fiscal year 1957_.._....--.---------- ee 
Ceylon: 
Development assistance request, fiscal year 1957_____----- 
Technical assistance request for fiscal year 1957 
China: 
Amount of request, fiscal year 1957 
Defense support requested, fiscal year 1957~_-_-~--- Lie ee ate 
Local currency, use of by, fiscal year 1957 
Technical assistance request, fiscal year 1957 
Commitments. (See Commitments, long term.) 
Defense support and economic aid: 
Asia and the Far East, fiscal year 1957 
Increase in__..--- Se bite Ge hat oe eek oe eee Wee oe oman se 
Defense support: 
Cambodia, Laos, and Vietnam, fiscal year 1957 
ee fiscal year 1957 
Europe, request for fiscal year 1957-.---.---.-.----------- 
Far East, fiscal year 1957 224, 226, 2 
Greece, Turkey, and Iran, fiscal year 1957 7 
Korea, fiscal year 1957 
Local currency requirements in 
Ape, er Seer SEN n eee oh ese cate eectn em 
ain, fiscal year 1957 
hailand, fiscal year 1957 
Yugoslavia, fiscal year 1957 
Dependent overseas territories of Africa, technical assistance for---- 





Funds—Continued _ 
Development assistance: 
Arab States and Israel, fiscal year 1957 
Bolivia, fiscal year 1957__-_-_- MOM see gh | eee Ae 
Ceylon, fiscal year 1957 
Far East, fiscal year 1957 
India, fiscal year 1957 
Indonesia, fiscal year 1957 
Latin America, fiscal year 1957 
Latin America, unexpended, fiscal year 1956 
Nepal, fiscal year 1957 
Direct forces support: 
Far East, request for fiscal year 1957 
Increase in 
Economic and defense support, fiscal year 1957 
Ethiopia, technical assistance, fiscal year 1956 
Europe: 
Decrease in aid to, from 1956 program 
Defense support request, fiscal year 1957 
European Productivity Agency, request for 1957 
Expenditures by United States in, fiscal year 1955, table on 


Extraordinary United States expenditures in, fiscal year 1955, 


Military assistance request, fiscal year 1957 
Special receipts from United States, chart on 
Technical assistance, fiscal year 1957 
Facilities assistance program: 
Amount and use of 1956 obligations 
Request for fiscal year 1957 
Far East: 
Amount requested, exclusive of President’s Asian fund, fiscal 
year 1957 
Defense support request for fiscal year 1957 
Development assistance request, fiscal year 1957 
Direct forces support request, fiscal year 1957 
Local currency for military support, explanation of 
Local currency, use of, from surplus agricultural commodities 


Military assistance request, fiscal year 1957 
Programs for fiscal years 1955, 1956, 1957, charts on 
Technical assistance request for 1957 
ae research reactor project program, request for fiscal year 
957 
Germany, no request for 1957 en 
Greece, Turkey, and Iran, defense support request, fiscal year 1957 _- 
i Guatemala, local currency, use by__...-..--_--_--- et 
ndia: 
Development assistance request, fiscal year 1957 
Technical assistance request, fiscal year 1957 
Indonesia: 
Development assistance request, fiscal year 1957 
Technical assistance request, fiscal year 1957 
Infrastructure: 
Request for appropriation, fiscal year 1957__......_----- 98, 186, 
Request for reappropriation, fiscal year 1957_______------ 98, 186, 
Unobligated, June 30, 1956 
Toray guaranty program, increase requested for 
apan: 
Local currency, use of, fiscal year 1957 
_ Technical assistance request, fiscal year 1957 
Joint control areas: 
Technical exchange, request for 1957 
_ Unobligated, January 31, 1956 
Korea: 
Amount requested, fiscal year 1957 
Defense support request, fiscal year 1957 
Technical assistance request, fiscal year 1957 
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Latin America: Page 
Development assistance request, fiscal year 1957 297 
Military assistance request, fiscal year 1957 98, 289, 292, 297, 309 
Technical assistance request, fiscal year 1957 289, 295, 297 

Liberia, technical assistance, fiscal year 1956 579 

Libya, technical assistance, fiscal SORE 2OOG.... C30i oan death alone 579, ! 

Local currency: 

Derived from agricultural commodities, use of in Far East 
For military support in Far East, explanation of 
Use of, in— 


Cambodia, Laos, and Vietnam, fiscal year 1957 

China, fiscal year 1957 

European cooperatives 

Guatemala 

Japan, fiscal year 1957 

Philippines, fiscal year 1957 

Spain 

Thailand, fiscal year 1957 
Long term commitments. (See Commitments, long term.) 
Middle East and Africa, amount requested, fiscal year 1957 
Middle East, Africa, and Asia, military assistance request, fiscal year 


Military and direct forces support, increase of 
Military assistance administrative expenses: 
Amount for fiscal year 1957 
Expended fiscal year 1955 and fiscal year 1956 
Unobligated, June 30, 1956 
Military assistance: 
Administered by Defense Department. --_--_- 7 
Advanced weapons, amount requested, fiscal year 5} alld 10, 
36, 37, 97, 103, 129, 138, 188 
Advanced weapons, unallocated, amount for fiscal year 1957... | 183 
Air Force obligated share of, June 30, 1956 186 
Amount requested, fiscal year 1957 , 98, , 185, 204 
Appropriations, annual, 1951-56 184 
aaa rereeeratte expenditures and unexpended balances, chart_ 
), 183 
ute: fiscal year 1957 98 
Europe, SINE UN es as bance nn en on 0 Geakcabene Deas Ol 98, 137 
Expended, fiscal year 1955 and 1956 184 
Expenditures, estimated: 
Fiscal year 1957 a 
i 205 
205 
Far East, request for fiscal year 1957 2. 237, 238 
Latin America, fiscal year 1957 98, 289, 292, 297, 302 
Limitations on obligations of 46, 72, 199, 212, 213 
Middle East, Africa, and Asia, amount requested, fiscal year 


NATO, amount in fiscal year 1957 

Near East and Africa, increase in fiscal year 1957 

“‘No-year,” question of 25, 46, 72,.99, 199, 212, 213, 3: 363 337, 
Nonregional, amount and type, for fiseal year 1957 187, 
Obligated, April 1, 1956 

Obligated, June 30, 1956 _ 

Packing, crating and handling, request, fiscal year “1957_ 

Phased deliveries in dollars, 1956 -59, table on 

Reserve account for contract commitments, 25 a i 
Reserve account for NATO operations, table on 

Spare parts for, reserve for 

Training programs, request for fiscal year 1957 

Unexpended balance, June 30, 1954__-___--.....----.------ i 
Unexpended balance, June 30, 1955 

Unexpended balance, Army, June 30, 1956_ _ _- gg 
Unexpended balance, Navy, June 30, 1956__.........-..---- é 
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Funds—Continued 
Military assistance—Continued Page 
Unexpended balance, June 30, 1956__- _. 98, 184, 185, 204, 206 
Unexpended balances, by items, June 30, 1957 207, 208 
Unexpended balances, by item, June 30, 1958_ 207, 208 
Unexpended balances, June 30, 1956, tabulation on. 206, 207 
Unobligated, for packing, crating and handling, June 30, 1956___ 186 
Unobligated, variation in past presentations of 212 
Military support, Far East, use of local currency... 231, 232, 233, 234, 235 
Mutual weapons development program: 
Amount for fiscal year 1957 188, 601, 603 
Obligated, 1954-56 “= sd 605, 608, 615 
NATO international military headquarters: 
Unexpended, June 30, 1956 
United States share, fiscal year 1957 
Near East. (See Funds, Special Fund for Middle East and Africa.) 
Near East and Africa: 
Military assistance increased, fiscal year 1957 
Obligations, fiscal year 1956 
Request for fiscal year 1957 
Technical assistance request, fiscal year 1957 
Nepal: 
: Development assistance request, fiscal year 1954 
Technical assistance request, fiscal year 1957_____- 
Obligated, increase April 30, 1956, over April 1955____- 
Obligation of: 
Limitation on 


Obligations: 
Definition of____------ ‘ 
Amount deobligated, as of March 31, 1956 
Amount reobligated, as of March 31, 1956__ 
Ocean freight, request for fiscal year 1957, for voluntary relief agencies - 
Okinawans in Bolivia, amount available for___._...-..---------- : 
Organization of American States, request for fiscal year 1957 
Pakistan, technical assistance request 
Philippines: 
Amount requested for fiscal year 1957 
Defense support, request, fiscal year 1957 
Local currency, use of, by 
Technical assistance request, fiscal year 1957 
President’s contingency fund: 
Effect of long-term commitments on balances of 
Obligated, March 30, 1956 
Transferability of 
President’s Fund for Asian Economic Development: 
Amount for programed projects, fiscal year 1956—57 452, 453 
Bilateral programs, amount for fiscal year 1956 453, 455 
Obligated, estimated, June 30, 1956 453 
Obligated, March 30, 1956 ‘ 
Request for fiseal year 1957 10, 43, 55, 81, 87, 452 
Unobligated, fiscal year 1956... ...........-...-.-..--.-.-.- 36 
tate ‘at exnemdiiuree. ec cided. soleus Jeubul 10, 77, 78, 88 
teservation of, definition of 209, 210 
Reserve account for military assistance, use of 209-211 
South Asia: 
Obligated in fiscal year 1956 553 
Request for fiscal year 1957 552 
Spain: 
Defense support request, fiscal year 1957_ 34, 135 
Local currency, use of by 134 
Unobligated balances for, January 31, 1956 898 
Special dollar receipts, Europe, fiscal year 195: 5, tabulation on 155 
Special dollar eee of foreign countries trois ’MSA, tabulation on_. 883 
Spe cial fund for Middle East and Africa, request for fiscal year 
10, 87, 548, 556 
Surplus agricultural commodities. (See Surplus agricultural com- 
modities and funds, local currency.) 
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Funds—Continued Page. 
Surplus agricultural commodities, amount in 1957 program 48, 74, 418 
Technical assistance: 

Afghanistan, fiscal year 1957 

Cambodia, Laos, and Vietnam, fiscal year 1957 
Ceylon, fiscal year 1957 

China, fiscal year 1957 

Dependent overseas territories of Africa 
Ethiopia, fiscal year 1956 

Europe, fiscal year 1957 

Far East, fiscal year 1957 


India, fiscal year 1957 
Indonesia, fiscal year 1957 
Italy 
Japan, fiscal year 1957 
Korea, fiscal year 1957 296 
Latin America, fiscal year 1957 289, 295, 297 
Latin America, unexpended balance, fiscal year 1956 302, 303, 306 
Liberia, fiscal year 1956 
Libya, fiscal year 1956 
Near Kast and Africa, fiscal year 1957 
Nepal, fiscal year 1957 
Pakistan, fiscal year 1957 
Philippines, fiscal year 1957 
Thailand, request for fiscal year 1957 
Technical exchange: 
For joint control areas 
Unobligated, January 31, 1956 
Thailand: 
Defense support request, fiscal year 1957 
Local currency, use of, by fiscal year 1957 
Technical assistance request, fiscal year 1957 
Unexpended appropriations, as of January 31, 1956, chart on 
Unexpended balances: 
mount of, as of June 30, 1956 
By country, as of June 30, 1956, chart on 
By region, June 30, 1956, chart on 
Decrease in, for military assistance 
Development assistance, Latin America_-_---...---.-------- 306, 307 
January 31, 1956 
Military assistance: 
DONG PRR ING, 66805 05005 SUIS ERE a Less 98, 187 
By item, June 30, 1957 207, 208 
By item, June 30, 1958 207, 208 
June 30, 184 
June 30, 185 
June 30, 98, 184, 185, 204, 206 
June 30, 1956, tabulation on 206, 207 
Navy, June 30, 1956 
NATO international military headquarters, June 30, 1956 
Nonmilitary, January 31, 1956, breakdown of, tabulation on---- 
Technical assistance, Latin America____.......-------- 302, 303, 306 
Unexpended obligations: 
xplanation of 885-901 
1950-57, chart on 886 
1954-57, explanation of 
Nonproject, commodities and services, January 31, 1956, chart on- 
—— Nations, amount of United States contributions, fiscal year “7 
195 i 
United Nations Children’s Fund, request for fiscal year 1957_.- 467, 512, 515 
U. N. expanded program for technical assistance, request for 1957.. 467, 469 
United Nations Refugee Fund: . 
Request for 18-month period 467, 507 
Use of 1955 and 1955 carryover funds 510 


U. N. Relief and Works Agency for Palestine refugees, unobligated " 
funds, request for carryover 
United States escapee program, request for fiscal year 1957 2 
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Funds—Continued Page. 
United States expenditures in Europe, fiscal year 1955, table on___._. 155 
Unobligated, April 30, 1956 893, 894 
Unobligated balances: 

January 31, 1956, chart on 
June 30, 1956, explanations of 
“Unobligated”, definition of 
Unobligated: 
Infrastructure, June 39, 1956 
Joint control areas, January 31, 1956 
Military assistance: 
Fiseal year 1957 
Administrative expenses, June 30, 1956 
Packing, crating and handling, June 30, 1956 
Spain, January 31, 1956 
President’s fund for Asian economic development, fiseal year 


Technical exchange, January 31, 1956 
U. N. relief and works agency for Palestine refugees, carryover 


Variation in past presentations 
Yugoslavia, January 31, 1956 
Voluntary relief agencies, program for fiscal year 1957 
West Berlin, amount requested for 1957 
Yugoslavia: 
Defense support request for fiscal year 1957 
Unobligated, Jan. 31, 1956 


Gambia: U. N. technical assistance program in 

Garnett, Gwynn, Administrator, Foreign Agricultural Service, Depart- 
ment of Agriculture, statement of 

Geneva: 


Johnson-Wang conference at, on U.S. prisoners, misunderstanding in 
Far East, on 220, 250, 251 
Summit conference, impact of, abroad, discussion on 220, 
996, 997, 998, 1001, 1003 


Germany: 
Contribution of India’s second 5-year plan 
Defense build-up, lag in 
Military assistance for, no amount requested for fiscal year 1957 
Ocean freight payments by 
Offshore procurement agreement with, no-profits clause provision in_- 
Participation in mutual weapons development program 
Private investment in, no restriction on 
Reactor project program for 
Stockpile equipment for, status of 
Technical exchange, amount for 1957 
Tobacco trade of with Turkey 
Goedhart, Dr. van Hoeven, United Nations High Commissioner for 
Refugees (see United Nations refugee fund) 
Gold Coast: 
Soviet economic aid offer to (reported) 
U. N. technical assistance program in 
Gotwald, Dr. Luther, executive secretary, division of foreign missions, 
National Council of the Churches of Christ, statement of 766 
Graham, Rev. Billy: Report on India, reference to 
Grant-aid: 
Countries eligible and ineligible for 
India, question of 
Loans NUN OE CO iat wean sibs a a a rt chi 
Sino-Soviet offers to free world 
Surplus agricultural commodities, for emergency relief____----_-- 
Gray, Hon. Gordon, Assistant Secretary for International Security Affairs, 
Department of Defense, statement of 
Gray, Virginia M., executive secretary, Citizens Committee for UNICEF, 
statement of 
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Great Britain (see also United Kingdom, England): 
Airbases in England, paid for by 
Aswan Dam: 
Participating in Gnancing of. -... .- ........- xess~sad <isake 19, 23, 
Possible withdrawal from participation in, question of 
Investment guaranty program in 
Private investment by, in India 
Greater Thai State, threat to Thailand of 
‘Greece: 
Aid to, i SRSEUORGIOM, OMe io A OO ae al. alt ete OR ee ates 537, ! 
Default in payments by to infrastructure costs 9 Indi 
Economic situation in 
Foreign investment in, unfavorable climate for 
Military assistance to, justification of 
Military inductions in, increase in 
Offshore procurement agreement with, no-profit clause provision in__ 
Surplus agricultural commodities, use of by, under Public Law 480 
‘Greece, Turkey, and Iran: Defense support, amount requested for fiscal 


Groseclose, Elgin, Washington, D. C., 
Gruenther, Gen. Alfred M., Supreme ‘VNouupied, Allied Powers, Europe, 
statement of ‘ 115 
‘Guatemala: 
Communist activity in 69, 292, 299, 301, 325, 326 
Development assistance, purpose of 69, 292, 298, 325, 326 
Grant aid to, purpose of 292, 296 
Highway program, financing of by International Bank 325 
Local currency, use of by, fiscal year 1956_...-.-------------- ueeda 326 
Private investment in, limitations on ; 328 
Roosevelt Hospital, li i lia Bed eat 3 = 325 
‘Guided missile projects, inclusion in facilities assistance program fiscal year 
1957 
Gwinn, Hon. Ralph W., a Representative in Congress from New York, 
statement of 


Haiti: 
ii in cr anita oti wh nslnd amano ae 
Private investment in, limitations on 
Hall, John, Director of International Affairs, Atomic Energy Commission, 
statement of 
Harriman, Gov. Averell, letter from, on technical assistance, to the For- 
ward Look Conference 
Hart, Merwin K., president, National Economic Council, New York, N. Y., 
statement of 
Hawker-Hunter aircraft, furnished under offshore procurement 
Hayworth, Hon. Don, a Representative in Congress from the State of 
» Michigan, statement of 
Helmand Valley. (See Afghanistan.) 
Herter, Hon. Christian, speech by, to Chicago Foreign Council Committee, 
reference to__ 
Hoffman, Paul G.., letter from, on technical assistance, to Wallace J. Camp- 


Holland, Hon. Henry F., Assistant Secretary for Inter-American Affairs, 
Department of State, statement of 289 
Hollister, Hon. John B., Director, International Cooperation Adminis- 
tration: 
29, 33, 157, 902, 919 
33, 50, 84 


ieee private inv vacimnan in, limitations on. 32 
Hong Kong: 
European refugees from, testimony on by Hon. Francis E. Walter of 


Pennsylvania 959 


United States escapee program, activities of 
Hoover, Hon. Herbert, statement of, regarding loans, reference to 
Hoover, Hon. Herbert, Jr., Under Secretary of State, statement of__-- - - 
House Concurrent Resolution 222, 84th Congress, relative to solution of 
Arab-Israeli dispute 
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House Joint Resolution 600, 84th Congress, relative to Arab-Israeli peace 


conference 
Houston, Charles, Chief, Investment Guaranties Staff, International 
Cooperation Administration, statement of 


I 


Iceland, private investment in, limitations on 


India: : 
Aid from Russia: 


Compared to Western Powers-- 
Aid to: 
Acknowledgment of 875, 876 
Commodities futaished Under... sis os 2 oe che le 597 
Formal requests filed by 588 
Justification of 539, 553, 867, 882, 883 
Justification of, in view of loan to Burma, discussion of__ 56 
On “quid pro quo” basis, question of 
Purpose of 
Ratio of, as against Pakistan 542, 543, 
Since 1952_.....-.- ee ee eee Bley ph ees 553, 866 
United States position on, in relation to Soviet aid_ . 542, 559, 869 
Appropriations for aid, since World War II 
Association with the United States, compared to associations with 
Communist bloe 
Attitude of: 
Regarding economic progress of Communist China 867, 868 
Toward Bulganin and Khrushchev visit 596 
Toward the United States and Communists, in light of United 
States aid 26, 585-590 
Caltex operations in 
Coal production expansion in, assistance of U. 8. 8. R. in 
Communist China, trade with, amount of 
Communist Party in 
Constitutional amendment by, regarding nationalization of indus- 
871, 872, 874 
539, 867, 868 
561, 868, 869, 876, 882 
Development assistance for, purpose of 553, 870 
Development assistance, request for fiscal year 1957 553, 866 
Deshmukh, Dr., Finance Minister of: 
Acknowledgement by, of United States aid 
Support of investment guaranty program 
Dispute of, with Afghanistan, over Pushtunistan 
Economie status of ; 
Firmer policy toward, question of 
First 5-year plan of: 
Acknowledgement of United States assistance in- 
Improvements under a agate 553, 558 
United States contribution to- cairns vee 553, 867, 876 
Food and agriculture projects in 481, 482 
Formal requests by, for aid 588 
Good will toward United States, reservoir of _- 869, 875, 876 
Graham, Rev. Billy, report of friendly people in 591, 881 
Grant aid, of surplus agricultural commodities, question of 873 
Grants to, requests from, question of 20 
Industry of, areas of nationalization 
Informational media guaranty program, nonparticipation in 
Investment guaranty program: 
Conflict of with Indian constitutional amendment-_--_-. 871, 872, 875: 
Status of negotiations for agreement on 695, 709-713, 871, 875- 
Japanese industrial resources furnished to 457 
Kaur, Mrs. Rajkumari Amrit, Minister of Health 
Loan by, to Burma. ___-__- SE aaa og on _...---.--- 459, 568, 569,' 881 
Loan to, basis of aid. ___ _....- 20, 588, 598, 866, 873: 
Loans to, pereentage of economic aid Ht Pep rae 588. 
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india—Continued 
Locomotives for: 


Page 


Funds for 576, 577, 581 


Source, type, and value, tabulation on 
Menon, V. K. Krishna: 
Assistance by, in freeing American prisoners 
Attitude of, toward United States 
Nationalization of industry by 
Nehru, Prime Minister Jawarharlal: 
Attitude of, to United States 586, 587, 596, 871, 
Conversation with Secretary of State Dulles, reference to 
Neutral course of 
Oil exploration in, U. 8. 8. R. personnel for 
Policy differences of, with United States 
Policy of: 
Geographic factors effecting 
Toward military pacts 
Population of: 
Compared to Pakistan 
Control in size of 


Private investment in: 

Encouragement of 

Great Britain’s share in 

Limitations on 

United States share of 
Publication of, concerning first 5-year plan 
Public investment in, percent of total 
Reuther, Walter, president, UAW, visit to 
Second 5-year plan: 

Colombo powers contribution to 

Financing of 

International bank contribution to 

Objectives of 

Soviet contribution to 

United States contribution to 

West German contribution to 
Soviet bloc military aid offers rejected by 


872, 873 
245 
253, 260 
870 


880, 881 


, 877, 878 


878 
, 867, 873 


Soviet aid to, as result of withdrawal of United States funds, question 


«Soviet economic aid to, United States competition with 
559, 869, 877, 
Soviet sphere of influence treaty regarding 
Standard Vacuum Oil Co. operations in 
Steel, U. 8. S. R. sale to, terms of 
Strategic materials furnished United States by 
Students from, in United States and Great Britain 


ant 883 


Stvdy mission to Far East, extract from report by, regarding loan to 586 
88 


Burma 

Surplus commodities for, problem of repayment 
Technical assistance for: 

Purpose of 

Req est for fiscal year 1957 
Trade with U. 8. 8. R., percent of total 
UNESCO project in 
United States tourists to, number of 
United States trade with, amount of 

Indonesia: 

Aid to, purpose of 
Bilateral development program contemplated for 
Communist tactics in 


Development assistance, amount requested, fiscal year 1957_-------- 


Jungschlaeger, Leon L., discussion of case of 
Private investment in, limitations on 
Sino-Soviet bloc, increase in trade with 
Sukarno, President: 
Invitation to, to visit Pittsburgh 
Visit of, to United States 
Technical cooperation, amount requested, fiscal year 1957 
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[Informational Media Guaranty Program: 
Administration of 
Advance payments to exporters under 
Agreerrents required under 
Applications for, volume of 
Applications in process, July 1, 1955, to April 30, 1956 
‘(hisses nsomeee Gs. ts Le es ita ol a 708, 709 
Contracts issued and payments made under, tabulation 702, 703 
Contracts issued, July 1, 1955, to April 30, 1956 
Egypt, participation in 
Expansion of, method of, question on 
Fees for 
Film censorship aspects under 
Film distribution through 
Financial statement of, as of December 31, 1955 
Financing mechanism of 698, 699 
Foreign currencies from 699 
Use of, other than presently authorized 707 
Function of 698, 699, 700 
Funds for, from industrial guaranty program, amount of 699, 705 
Impediments to, question of dicate 
India, nonparticipation in 700, 701, 707 
Informational media distributed under, type of 707 
Loan financing of 699 
Losses sustained, handling of 699, 705 
Pakistan, participation in 713 
Premium charged under---_------ sic nin Diab arc IRAE SIE access a oes 705 
Separation from industrial guaranty program 698, 699, 701 
Turkey, participation in 713 
Infrastructure: 
Airfields in program, number of___-_-------- Bd eit £6 fad 120 
Amount requested for appropriation, fiscal year 1957 98, 188, 658 
Amount requested for reappropriation, fiscal year 1957 . 98, 186, 658 
Appropriations through fiscal year 1957 658, 661 
Authorizations through fiseal year 1957 st 658 
Commitments by NATO nations to 
Default by Greece in contribution to 
Expenditures by United States, June 30, 1956 
Obligated funds, June 30, 1956 
Origin of 
Program for: 
By slice, by category and United States share, tabulation on____- 
Fiscal years 1958-61, estimated United States share in 661, 662 
Fiscal years 1958-61, purpose of ‘ 661, 662 
S-reening and approval of 659 
Total to date 658, 661 
PT een ee ee ee 658 
658, 659 
664 
662, 663 
Termination of, question of 662 
Unoligated funds for, June 30, 1956____...---------------- 98, 186, 658 
Institute of Inter-American Affairs, functions of.___________._______--- 315 
Inter-American Institute of Agricultural Sciences, Turrialba, Costa Rica, 
functions of 317, 318 
Inter-American Treaty of Reciprocal Assistance 291, 293, 295 
Intergovernmental Committee for European Migration: Support of pro- 
gram by United States 
International Bank for Reconstruction and Development: 
Highway in Guatemala, financed by 
Litani River development project, financing by 
Loans by: 
To Egypt, for Aswan Dam 
To India, for Second 5-Year Plan 
To Latin America 
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International Cooperation Administration: Page Inves 
Administrative expenses, fiscal year 1956, fiscal year 1957_...__.__ 913-917 
Administrative expenses for, reduction in 916 
Administration of mutual security program under 34, 35, 36, 52, 80 
Administration of portions of Public Law 480____._-.-_----_____ 914-919 
Agricultural surplus commodities sold by, 1954-57, chart on 
Appropriations by function, 1956 and 1957, chart on_--_-_- ; 6] 
Commodities purchased by, administration of, testimony by Hon. 

Thomas L. Ashley of Ohio 
Contracts placed by, question of profits on 
Contracts placed by, selection on bid basis 
Engineering Department in Technical Services Bureau, activation of__ 
European missions of, cost of administering 
Operations personnel of, attitude of 
Personnel decrease in, 1953-55 
Personnel increase in, 1955-57 
Programs by area, 1956 and 1957, chart on 
Surplus agricultural commodities, sale of, by, fiscal year 1954-56, 


Termination of missions of, in Europe 
International Labor Organization, projects in Africa 
International military headquarters. (See NATO.) 

International military headquarters for: 

Baghdad Pact, question of_..____- ; 

SEATO, question of . 665 
International Monetary Fund: Conversion rates of currency set by.319, 329, 330 
International refugee program, work of 
Investment guaranty program: 

NII ia teins inte ahherieoennnineonn tui Itt ei te 5 COR B0S 

Agreements for (draft notes), examples of____- -- _.-... 714-716 

Applications in process, 1949-55, chart on 682 

Applications received under, value of e 681 

Applications rejected under 688 

Bank of America contract under 689 

Changes in proposed legislation regarding, question of...._.__._..__ 695, 697 

Companies issued guaranties under, tabulation on 686, 687 

Contracts issued: 

Chart on . 683 
Value of, April 1956 ; 68] 
Value of, December 31, 1954 ‘ 680 
Value of, December 31, 1955 ‘ a 

Contracts under: 

Effected by local law, handling of . 697 
For modernizing capital investment, question of 695 

Convertibility coverage under_._........-....---.--------- 680, 693, 694 

Countries participating in: 

By calendar year, tabulation on - 685 
Chart on 68? 

Duplicaticn in recovery of funds under 690, 691 

Effect on mutual security program 580, 687, 694 

Egypt, status of negotiations for agreement on 713 

Europe, status of operations in 713, 714 

Export-Import Bank: 

Administration of contracts by 692, 693 
Transfer to, question of 696, 713 
Expropriation coverage under 680, 783 
Limitation on, to oil eompanies_.____._.......---------- re 783 

Extension of authority requested for 683, 695, 696 

Fees received from, amount of ‘ 681 

Fractional reserve for 684, 695 

Geographic scope of 696, 09S 

Great Britain, status of operations in 714 

Growth of, reasons for 681, 699 

Increase in amount of guaranties requested for 683, 691 

India: - 

Cause of conflict in agreement on 872, 870 
Status of negotiations for agreement on__-_---_.------- 695, 709-713 
Industry response to 688, 689 
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Investment guaranty program—Continued Page 
Iraq, status of negotiations for agreement on__-_._-_-_-- wih 713 
Jordan, status of negotiations for agreement on__-_--_--__-- 713 
Lag in implementation of, question of Rrgeeyey es 
Latin America, extension to 320, 321, 681, 695, 697, 698 
Lebanon, status of negotiations for agreement on__-- ------ he ee 713 
Mexico, nonparticipant in 321 
Operating cost . 681 
7 Opposition to, of competing companies, question of 687 
() Pakistan, country most receptive to 713 
0) Policy of United States concerning 680 
0 Purpose of 379. 680 
{ Subcommittee on Foreign Economic Policy, report on, quotation 
4 from 680 
6 War and revolutionary provision under, question of wes 694 
6 Iran: 
2 Aid to: 


Justification for 557 

Purpose of wanmers 551 
Cement mill in, status of United States financing 7) 169 
Cotton mill in, status of 169 
Investment guaranty program in, status of negotiations____________ 713 
Development assistance projects, impracticable types of 168-170 
Karaj Dam: 

Construction of by Morrison-Knudsen Co___._....--_.------ 346, 347 

Export-Import Bank financing of. -._.._..~- 8 346, 347 

Financing of a , 169, 346, 347 

ICA participation in construction of .............-.-..-..-- 346, 347 
Karaj Highway, relocation of_.....-..---.------ : 169, 347 
Oil revenues of, use of i cea ta TE ED =e 551, 557 
Pressures upon peeks aie wert? Does suscus BOR ise7 
Private investment in, unfavorable climate for_ — _- 329 
Seven-year plan, organization, functions of__......-.----- agus U1/ERR 
Strength of, in defensive alliance , shez labrit eat 16 

Iraq: 
Food and Agriculture Organization project in 481 
Ful! self-government of aba ek RAKES aided 540 
Investment guaranty program in, status of negotiations i 713 
Oil revenues of, amount and use of 549 
Pressures upon_.._.----- ‘ Asse iii iy hee 337 
Private investment in, limitations on = 329 
Technical assistance to, benefits derived from______.___-----_-- 549 
United Nations technical assistance project in ets 478 
World Health Organization project in bp bseesiniatl 480 
Israel (see also Arab-Israeli dispute) : 
American Council for Judaism, position of, regarding__.___--------~- 842 
Arab refugees from, discussion of 839, 840, 842 
Arms for, discussion of___-_ -_- 842 
Arms potential, in relation to Egypt 584 
Attitude of, on Soviet peace statement in Near East 584 
Ben-Gurion, Prime Minister, attitude of, on Soviet peace statement in 
Near East 584 
Donations to, question of governmental or private recipients 844 
Donations to, taxes on, discussion of 3, 844 
Economic situation in 550 
Exports of, rise in 550 
—_ for, from special fund for the Middle East and Africa, question 
0 19 

Jerusalem: 

Internationalization of 

Seat of government in 

United States policy considerations on 
Jewish National Fund operations for 
Jordan River project, cutoff of waters by 
Military assistance for, question on 
Negev, irrigation projects for 
Per capita income of, rise in 


75009—56——68 
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Israel—Continued = 
Preservation of State of, United States policy of 
Preventive war by, discussion of 
Private investment in, no restrictions on 
Soviet bloc offer of economic aid to 
Italy: 
Aircraft assembled by. Fiat, under offshore procurement 
Attitude of, regarding*- NATO 
Food shortage of, United States aid to alleviate 
Military inductions in, increase in 
Ocean freight costs of food relief to 
Offshore procurement agreement with, no-profit clause provision in__ 
Private investment in, no restriction on 
Surplus agricultural commodities for 
Technical assistance, type of, to 
Ivory Coast, French West Africa: Consular post to be established at 
Abidjan 


Japan: 
Aid to, under Public Law 480 
Aid to, justification of 
Aircraft assembly by 
Air Force for, wisdom of encouraging, question of 
Armed Forces of, description of 
Commurist tactics in 
Dollar aid unjustified to 5s 
Importance to Far East defense effort 281, 282, 284, 285, 34: 
Japan-Productivity Center, fund for, and functions of 228, 22 
Jet aircraft planned for 
Local currency, derived from agricultural surpluses, use of 
Marketing and trade problems of 
Materials and equipment furnished India 
Military assistance, purpose of » 282, 34: 
Military buildup of, question of 
Military requirements of, furnished by______-._---------- D2 fe 3k 2 2 
Mutual weapons development program, for 
Private investment in, limitation on 
Roadbuilding in, from Public Law 480 funds___.__________-__-_-- 253, 2 
Technical assistance, amount requested, fiscal year 1957 228, 22 
United States troops in, cost of versus Japanese_______________-_-- 
Vesting and disposal of property of, by horea_____________-_-- 352 
Visit to hearing of Diet members of 

Javelin aircraft development in England 

Jerusalem 
Internationalization of 


United States policy considerations on 
Jewish National Fund 
Jewish War Veterans of the United States, statement by Bernard Weitzer, 
national legislative director 
Joint Commission of Rural Reconstruction (China) 
Joint control areas (see Funds, West Berlin, and Austria): 
Technical exchange for, fiscal year 1957___......._.....-------- a 
Unobligated balanees for, January 31, 1956 
Jordan: 
Investment guaranty program in, status of negotiations 
Jordan Valley water plan, status of 
Private investment in, no restrictions on 
Soviet offer of economic aid to 


Karaj Dam. (See Iran.) 

karnafuli Dam. (See Pakistan.) 

Kaur, Mrs. Rajkumari Amrit, Minister of Health for India 
Kashmir, United States position regarding 
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Kefauver, Senator Estes, message from, on technical assistance to Forward 
Look Conference 
Kennan, George, extract of statement by, on China 
Kenya, U. N. technical assistance program in 
Khrushchev, Nikita, quotation from on Communist victory 
Kohlberg, Alfred, Alfred Kohlberg, Inc., New York, N. Y., statement of__ 
Korea: 
Aid to: 
Justification for 
Psychological effect of, upon Asia 
Purpose of 
Request for fiscal year 1957 
Armed Forces Assistance to Korea, work of in 
Armed forces of: 
Description of 
Armed forces of: 
Reserve program of 
Separation from United States Eighth Army 
Capital equipment of, need for improvement 
Coordination of aid programs in 355 
Coulter, Lt. Gen. John H. (USA retired), Agent General, UNKRA, 
reference to 
Communist tactics in 217, 221, 237, 238, 
259, 262, 263, 264, 276, 279, 334, 337, 349, 351, 362, 
Defense support: 
Amount requested, fiscal year 1957 
Fiscal year 1957, justification for 226, 350, 351, 
Demilitarized Zone, patrol of 
Direct forces support for, materiel furnished 
Economic situation in 
Economic strength, importance of maintaining 280, 281, 286, 334, 
Fear of Japanese military expansion 
Fertilizer for, purchasing problems concerning 358, 
Importance to Far East defense effort 


Page 


778 
728 
495 

8 
727 


353 
362 
227 
226 
364 


354 
366 


283 
: 63 


, 357 


359 
258, 
366 


353 
284 


353 
364 
359 

278, 


282, 284, 285, 334, 349, 353, 362, 365 
Improved economic situation in 235, 351-354 


Inflation in 
Japanese property in, vesting and disposal of 
korea Civil Assistance Command: Work of, in__ 252, 355, 356, 357, 360, 
Local currency, amount and use of, fiscal year 1957____--- pth ode 226, 
Military assistance, complete dependence upon, by forces of__-_-- 283, 
Military assistance, purpose of_..._.__. 239, 263, 279, 280, 283, 334, 336, 
Military budget of 
Private investment in, limitations on 
Public service training program in 
Refugees from North Korea, problem of 
Rhee, President Syngman, leadership of 
Technical assistance, amount requested, fiscal year 1957 
Ultimate prospects for 
United Nations activities in, importance of continuing 
U. N. Command in, necessity for retention of character and make-up-- 
286, 
U. N. Economie Coordinator in: 
Coordination of aid activities by 355 
United States personnel assigned to . 356, 
UNKRA, work of, in 351, 355, 356, 
_ United States troops in, cost of, versus Korean forces__-_-_------ 336, 
Korean Civil Assistance Command: Accomplishments of, in Korea_-_-_--- 
<= 355, 356, 357, 360, 
Korea, North: 
Armistice violations by 217, 
: 237, 238, 258, 259, 262, 263, 264, 270, 279, 334, 337, 362, 
Communist Chinese colonization of 
. Refugees from, into South Korea, problem of 
Korean Military Armistice Commission, activities of 
orean war: 
Effect of, on ammunition deliveries 652, 
Effect of on rate of expenditures 79, 99, 


, 360 
, 364 


364 
368 
369 
369 
369 
328 


357 
364 
226 
361 
359 
285, 
365 


-357 
258 
357 
349 

352, 
364 


221, 
366 
357 
357 


653 
113 
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Krupp: 
SS rtorritel ANAAD: oO) 3 


Laos (see also Cambodia, Laos and Vietnam): 
Aid to, purpose of: = .... 64-6 
Communist tacties in... __-- : ed . 217, 221, 229 
Military assistance, purpose of__---- ; 241 
Pathet Lao, activities of, against_-____- 217, 221 
Private investment in, limitations on. 
Telecommunications program for 

Latin America (see also countries thereof) : 


Page 


, 166 


5, 67 
, 334 
, oot 
» ane 


Aid to, purpose of 43, 44, 68, 69, 70, 290, 297, 298, 306 
Communist activities in 297, 301 


Contributions limited by countries of, question of_- 303 


305 


Currency conversion rates in___- ce feletiaa te aria a ale A --. 329, 330 
Currency conversion rates in, effect of differences in __ - .-. 319, 320 


¥* Development assistance as emergency assistance. 292, 296, 309, 310, 780 
’ Development assistance for, purpose of . 298 
Developinent assistance: 
Long term projects required for _ - 
Request for fiscal year 1957 


, 78] 
, 299 


297 


Unexpended balances of fiscal year 1956 , _----- 306, 307 


Economic situation in___ 


297 


Export-Import Bank activities in____- __ 290, 294 


French, Paul C., suggestion of, for aid programs in_____- 


324 


Grant aid, not desired by countries of _ _- ‘ 294, 296, 298, 309 


Institute of Inter-American Affairs, function of a 
Inter-American Institute of Agricultural Sciences, Turrialba, C. 
function of__ 


315 


Inter-American Treaty of Reciprocal Assistance 91, 293, 295 


International Bank, loans by__--- 


294 


Investment guaranty program, growth of, in-_. 320, 321, 681, 695, 697, 698 


Loans to, by International Bank 
Long range aspects of programs for 307 
Military assistance: 


294 
310 


Increase in, discussion on 322, 328 
Justification of 301, 302 


Reimbursement cost of, to military appropriations 


293 


Request for, fiscal year 1957 9, 292, 302 


Spare parts and maintenance for 
Mutuality of effort in 
Organization of American States. (See Organization of American 
States.) 
Private investment in, amount of 
Pan American Union, function of 
‘“y Policy objectives of the United States in 
Private investment in: 
Deterrents to and limitations on 327 


298 
317 


-329 


Encouragement of, within countries of 313, 314 


Need for 90, 294, 


298 


Rio Pact, provisions 293, 295, 296 


i ae et 92 


Requests for aid by host countries of, question of 
Servicios in, United States contributions to 298 


, 780 
303 
, 300 


Strategic position of countries of , 302 


Technical assistance: 
Administration and execution of 
Advance planning for long-range projects of 
Currency exchange rates for 
Increase in, fiscal year 1957 
Limited participation of host countries in 
Overlapping agencies for, question of ‘ 


Purpose of 291, 294, 297, 298, 


Request for 1957 289, 295 
Solicitation by the United States for projects in 
Unexpended balances of, fiscal year 1956 

United Nations, contribution to, 1955 and 1956 


, 309 
, 309 
, 330 

291 
305 


314-319 


299 
297 


303 


3, 306 
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Latin America—Continued Page 
Trade and credit of the United States with 290, 294 
United States operations personnel in, attitude of, in implementing 

programs for 303, 306 
United States Technical Assistance in, Report of the Committee on 
Government Operations, 84th Congress (H. Rept. 1985), quota- 
tions from 302-305 
Lathram, Wade, Politico-Economic Adviser on Near Eastern, South Asian, 
and African Affairs, Department of State, statement of 

Lead time: 
ISO eT ee ee ee ee ee 186, 191-194, 199 
Ammunition, under offshore procurement 187, 614, 636, 655, 678 
Analysis of, for military assistance items 189-194, 197-199 
Effect of, on MDAP program 9, 99, 102 
Jet plane ; 199 
Justification of, before House----..-.-..-.-------...- mai w«aalistizeds 197 
Mutual weapons development program projects__......_._------ 616, 617 
Offshore procurement, items, compared with United States procured 

materiel 678 

Offshore procurement of ammunition 187, 614, 636, 655, 678 
Priorities of MDAP items effecting 190, 197, 198 
teduction in MDAP items, question of 191-194, 197-199 
Relation of Defense and military assistance items_ -- 

Lebanon: 
Aid to, benefits derived from 
Investment guaranty program in, status.of negotiations 
Litani River development project: 

Partial financing of by International Bank__ ~~ ~~ » 
Status of 

Nuclear reactor offered to, by U. 8.58. R 
Private investment in, limitation on 
Soviet offer of economic aid to__ _-_-- 

Leigh, Monroe, Assistant General Counsel for Inte -rnational Security 

Affairs, Department of Defense, statement of____--_- Ja 
Lemnitzer, Gen. L. L., commander in chief, Far East t Command, assign- 
ments of ail ele et Le 

Lemnitzer, Gen. L. L., commander i in chief, Far East Command and com- 

mander in chief, U. N. Command, statement. of eins + Bde, B49 

Libby, Dr. W. F., Acting Chairman, United States Atomic Energy Com- 

mission, statement of, read by Hon. Harold 8. Vance, Commissioner, 
Atomic Energy Commission ‘ ade snug 430 

Liberia: 

Aid to, PUP PONG ME innit ase gates Ceuseegsth, gan AEB 
Private investment in_____- i a . 829 
Soviet offer of aid to, rejected Wiaasicakes Z Tem oc 
Technical assistance to, amount in fiscal year 1956 . 579 

- U. N. technical assistance projects in- seb cf Lacens 405; 

l Vv a: 
Aid to, purpose of ______.____- 
Food and Agriculture Organization proje ct in... a 482 
Technical assistance, amount and purpose of, fiscal year 1956 _ 579 
. N. technical assistance programs in , 079 
Litani River development, progress and financing of 549 
oans: 
Ability of United States to meet same terms of, as U. S.S. R. loans... 163, 
714, 175, 178 
Amount available from Export-Import Bank ce 90 
Amount of: 
In fiscal year 1956____ sek 
In President’s Fund for Asian Economie Deve lopment, fiscal 
year 1956 ee 
Czechoslovakia to Y ugoslavi ia____ 
E xport- Import Bank: 


To eee 
To Iran 
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Loans—Continued Pane 
* Hoover, Hon. Herbert, statement of, regarding loans, reference to_ 164 
« India, basis of aid to 20, 588, 598, 866, 873 
India, percentage of, of economic aid 588 
India to Burma 459, 568, 569 

International Bank for Reconstruction and Development: 
To Egypt (Aswan Dam) 28, 29, 158, 161, 171, 172, 173, 565 

To Guatemala 


‘ Liberality of terms of, effect of 48, 

4 Long-term commitments, relation to 15, 18, 19, 20, 83, 176 
Poland to Yugoslavia 153, - 
Provision for, in longer term commitments 

* Substitution for grants 
Surplus agricultural commodities, terms of 
Surplus agricultural commodities, tabulation on 
U.S. 8S. R. credit to India for steel mill 
U. 8. 8. R. to Afghanistan 
U. 8. 8. R. to Yugoslavia 
U. 8.8. R., for economic development 

11-12, 13, 39, 163, 174, 175, 178, 555 

London Times, article in, on technicians for Burma 
Long,. Hamilton A., letter from 
Long-range planning, commitments, longer term, relation to 17 
174, 176, 177, 181, 05 
Lory, Milton M., president, the American Coalition,’ ‘statement of 
Luxembourg: 

Offshore procurement agreement with, no-profit clause, provision in_- 641 

Private investment in, no restriction on 
Lynn, John C., legislative director, American Farm Bureau Federation, 

statement of 


Malaya, Communist activities in 

Manov, Dr. George, Assistant to Commissioner W. F. Libby, Atomic 
Energy Commission, statement of 435, 450 

Maris, Maj. Gen. Ward, USA (retired) .._............-------------- Se 

McCahon, William H.., Chief, Voluntary Foreign Aid Staff, International 
Cooperation Administration, statement of 

McGuire, E. Perkins, Deputy Assistant Secretary for International Security 
Affairs, Department of Defense, statement of li 

183, 237, 249, 301, 545, 610, 635 


Mennonite Central Committee, statement of Joseph Byler, ‘director of 


Menon, V. K. Krishna: 
Assistance of in freeing United States prisoners 
Attitude-of, toward United States 
Mexico: 
Malaria eradication program proposed by 
Nonparticipant in investment guaranty program---_.-_---------- > 
Private investment in, limitations on 
Technical assistance, limited participation by, in programs of 
Middle East (see also Near East, Near East and Africa): 
U. 8. 8. R. intervention in, possible cause of 
Food and Agriculture Organization projects in 
Military grant aid, countries eligible and ineligible for 
Soviet threat in 
Strength of, in defensive alliance 
Middle East, Africa, and Asia: 
Military assistance, request for 1957 program 
Communist propaganda in 
Soviet bloc activities in 
Middle East and Africa: . 
Economic and defense support for. __.....-------------------- 10, 14, 50 
Flexibility need in funds for - 
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Page 
Military and direct forces support, increase in__-___......--..----- 10, 25, 334 
Military assistance (see also NATO and country and area headings): 
Administration of, by Defense Department 35, 52, 81 
Administrative expenses: 
American and local personnel charged to 
Amount expended, fiscal years 1955 and 1956 
Amount for fiscal year 1957 
Amount unobligated, June 30, 1956 
Average personnel strength by country, Department of Defense, 
fiscal years 1955, 1956, 1957, tabulation on 
Defense of United States, relation to_ 80, 81, 94, 95, 100, 
130, 333- -336, 338, 339, 340, 345, 349, O81, ‘082, 995, 996 
By country, fiscal years 1955, 1956, 1957, tabulation on 
Fiscal years 1955, 1956, 1957, tabulation on 
Increase in, cause of 
Local personnel in Philippines charged to 
Local personnel in Turkey charged to 
MA AC's, supported by 667, 668, 669, 672 
Number of military and civilian personnel charged to, fiscal years 
1955, 1956, 1957, tabulation on 669, 670, 671 
Regional groups supported by 667 
Source and purpose of 
State Department support to 
Advanced weapons: 
For NATO, request for fiscal year 1957_.________-_- 97, 129, 138, 188 
Purpose of 96, 97, 118, 129, 137, 138, 333 
Relation to mutual weapons development program 
Research and development facilities for 
Unallocated, amount for fiscal year 1957 
Aircraft for, procurement on replacement basis of 
Air Force obligated share of, June 30, 1956 
Ammunition for. (See Ammunition, offshore procurement 
facilities assistance.) 
Ammunition rehabilitation under facilities assistance program 782, 7 
Amount requested, fiscal year 1957 94, 98, 112, 185, 204, 205 
Appropriations: 
Annual, 1951-56 
Expenditures and unexpended balances, chart on 
Asia, request for 1957 
Commitments against contracts, amount of reserve for 
Commitments for NATO operations, amount of reserve for 
Cost formula of items for 195, 196, 201, 202, 206 
Cost of equipment purchased abroad 
Crash programs, question of 85 
Decrease in participation by NATO countries, question of - 110, 111, 112, 113 
Defense Department budget, question of inclusion in 29, 
81, 89, 91, 95, 100, 102, 267, 269, 336, 337, 344, 345, 346, 912, 913 
993, 994, 1003. 
Defense of United States, relation to 80, 
81, 94, 95, 100, 130, 333-336, 338, 339, 340, 345, 349, 981, 982, 995, 996 
Definition of. 35 
Deliveries: 
Cause of delays in (see also Lead time) -_._-_--.-------------- 99, 
113, 186, 189, 197, 198, 202, 203, 211, 214 
Time phasing on: 
Table on a : 200 
In dollars, table on 204 
Destroyer escorts for, status of delivery on__....--------- mae 203 
Development of programs for - - 36, 54, 55, 96, 97 
Development of request for N ATO, 1957__- 87, 103, 108, 109, 112, 113, 114 
Economic assistance aspect of, question of 146-148, 151-152 
Effect of 1956 versus 1957 program, question of. 107 
Effect of, on size of United States defense operations____-- 94, 
95, 100, 130, 280, 285, 335, 336, 338, 339, 340 
Employment of retired military personnel, in programs of 613, 614 
Europe, amount requested for , 137 
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Expenditures: 
Fiscal years 1955 and 1956____-------..------- 
Fiscal year 1957 


Estimated, fiscal year 1958_-_._--- 
Estimated, fiscal year 1959 - --- 
Progress report on, question of - -- 
Rate of 110, 111, 112, 113, iy 
Facilities assistance program, obligations, fiscal year 1956, amount 
and use of 782 
Force goals, effect of, on planning 113, 114, 341, 342 
General purpose vehicles for, delivery delays of _ -. 202, 203 
Germany, status of stockpile equipment for 187, 190, 191, 205 
Guided missiles in Facilities Assistance Program, fiscal year 1957_ 783 
Infrastructure, amount of, fiscal year 1957_.._.__.._.-__- 98, 186, 188, 658 
Jet plane, lead time for 199 
Justification for ji 36, 1 
37, 42, 54, 94-97, 103, 115-123, 125-130, 136-139, 217 > S18. = Milit 
Lag in delivery of items, cause of | 
76, 99, 113, 186, 189, 197, 198, 202, 203, 211, 214 ] 
Latin America: 
Justification for 1957 program, question of_..........._ -_- 107 
Request for fiscal year 1957......_....-..--.------.- 98, 289, 292, 302 ] 
Lead time, effect of, on planning programs______.__.-_---_- 99 
Lead time for air force items of 186, 191, 192, 193, 194-199 
Lead time for ammunition for 187, 614, 636, 655, 678 
Lead time for items of: 
Analysis of 189, 191, 192, 193, 194-197, 198, 199 
Justification for, to House_..___._._.....---_------_---- 197 Milit 
Priorities effecting 190, 197, 198 Milit. 
Reduction in 91-193, 14 , 198, 199 abr 
Lead time, for jet plane y 
Limitations on obligations of -. 46, 7 Milit: 
Maintenance of equipment under facilities assistance_______-_-_--_-- 8: Milit: 
Materiel furnished under, kinds of_____..._._._--- 95, 96, 97, 99, 101, 102 Moro 
Middle East, Africa and Asia, request for fiscal year OF ul0is 2... 98 
Military installations, inclusion in defense budget 336, 337, 340, 341 
Mutual weapons dev elopment, amount for fiscal year 1957_. _--- 188 | 
NATO, justification for 37, 96, 115, 123, 125- 130, 132, 138 
Naval fire-control components overhaul under facilities assistance Morr 
: J 
Navy surplus items on loan for 203 ] 
Near East and Africa, increase in fiscal year 1957 funds. --_---. 548, 556 Moy 
New equipment furnished United States troops, question of a AV Int 
Nonregional, amount for, and type of _. 187, 188 Mult 
“‘No-year” funds for 25, 46, 72, 99, 199, 212, 213, 335, 337, 343, 344 
Obligated funds: ; 
April 1, 1956 .. 186, 206 sta 
June 30, 1956 185, 186 Mutt 
Packing, crating and handling, amount for fiscal year 1957 _ 188 ! 
Phased deliveries in dollars, 1956-59, table on . 204 ! 
Phased deliveries of proposed and prior year programs for major items, 
tabulation on v 
Rate of expenditures... oo. ob 2k... gee (8 
Reimbursement to military appropriations, cost of 19, 


200 


Reserve account for contract commitments, table on 

Reserve account for NATO operations, table on 

Reservation account for, use of 

Review of requirements in programing 

Spare parts for planes, reserve of funds for 

Tanks for: ial 
Deliveries of, by flecal youre. oi. 5.6025 Soba eos eke. 200, 201, = 
Replacement cost of _.. 201, 200-202 

Testimony on, by American Farm Bureau Federation sein 

Time phasing of deliveries of proposed and prior year programs for 

major items, tabulation on S 


215 
187 


200 
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Training programs, amount for, fiscal year 1957 
™ aneteeret¢ weapons directly from Defense Department to, question 
100, 101, 102 
Une expended funds: 
Army, June 30, 1956 
Navy, June 30, 1956 
June 30, 1954 
June 30, 1955 
June 30, 1956 98, 184, 185, 204, 206, 207, 213 
June 30, 1956, breakdown of, table on 206, 207 
By items, as of June 30, 1957 207, 208 
By item, June 30, 1958 207, 208 
By item and category, table on 207 
Unobligated funds for infrastructure, June 30, 1956_ - 186 
Unobligated funds for 1957, use of a! 2 
Unobligated funds for packing, crating, and handling, June 30, “1956_ 186 
Unobligated funds for, variation in past presentations of 
Military assistance advisory groups: 
Administrative expenses of 667, 668, 669, 672 
Increase in, in Pacific area 667, 668 
Partial support of, by Defense Department 667, 668 
Partial support of, by State Department , 674, 675 
Personnel in, by country, tabulation on 
Turkey, personnel in 153 
Yugoslavia, number of personnel for 
Military expenditures, United States, extraordinary: 
In Europe, tabulation on 
ET) REN oo res oe ce 
Military facilities assistance program. ” (See Facilities assistance program.) 
Military installations: Authorized construction of, in United States and 
abroad 
Military expenditures, United States, definition of 
Military inventions of allies 104-106 
Military support, definition of 232, 272 
Morocco: 
lncrieeine G6; We UIGtOG DUNO ee on ono < ore wae nn dawantiowtdeeuu 595 
Soviet economic aid offer to (reported) 555 
United States policy toward 
U. N. technical assistance programs in seoen 497 
Morrison-Knudsen International Co.: 
Helmand Valley, Afghanistan, construction in, by 
Karaj Dam, Iran, construction by 
Moyer, Dr. Raymond T., Regional Director, Far Eastern Operations, 
International Cooperation Administration, statement of 223, 248 
Multer, Hon. Abraham J., a Representative in Congress from the State of 
New York, statement of 
Murphy, John E., Controller, International Cooperation Administration, 
statement of 160, 306, 714, 885, 913 
Mutual Defense Assistance Control Act: 
Administration of 
Administrative expense of: 
Allotments to executive departments 
Requirement for fiscal year 1957_.__..-...------ minutia pean d eigen 
Ceylon, exception to, question of 
Chi unge in, question of 624, 625 
Communist China, shipments to, under 618, 619 
Control lists: 
618, 625, 626, 627 
626, 627 
626, 627 
Nonna of items in each category of 626, 627 
Copper wire, excluded from revised control list 621, 628 
Exceptions to, amounts involved 618 
Exceptions to, granted by President under 618, 624, 630 
Exports to European Soviet bloc of product categories affected by 1954 
strategic list revision, tabulation on 621 





1074 INDEX 


Mutual Defense Assistance Control Act—Continued 
Licensing procedure under 
Rubber, position on control lists of 
Senate hearings on, reference to 
Soviet bloc: 
Sales by, effect on dollar credits of participants of 
Shipments to, under 618. 619 
Soviet export capacity, effect of revised control lists on 
Soviet industrial capacity, effect of revised control lists 630, on 
Trade between free a and European Soviet bloc, chart on 620 
Trade between U. R., Soviet satellites, Communist China, and 
Western World, in dollars tabulation on 
Trade with Soviet bloc and trade with free world, comparison by 
percentages, tabulation on 
Trade with Soviet bloc, pressure to increase 
United Kingdom, control list of, discussion on 625, 626, 627, 7, 628 
Voluntary participation under. ..........--.--------...------- 629, 630 
Mutual defense assistance program: 
Latin American countries participating in 
Time phasing of deliveries, in dollars, 1956-59, chart on 
Time phasing of deliveries, 1956-59, chart on 
Unexpended funds by items and categories, June 30, 1957, and June 30, 
1958, table on 
Mutual Security Act of 1956, draft bill 
Mutual-security programs, 1956 and 1957: 
IN Is inca als Siew shin OE el pt 53, 56 
By region, chart 
Mutual security program: 
Accounting of funds of, question of 68, 148, 902 
Administration of, consideration of various problems concerning 983, 
987-989, 993 
Administrative expenses of ICA operations_ ~~ ------------------ 913-917 
Percent reduction in 
Advisory group on: 
Composition of 993, 1006 
Purpose of 987-989, 993 
Amount requested 10, 35, 52, 97 79 
Applicability of left to discretion of executive branch, question on_ 
Appropriations, expenditures, and unexpended balances, chart on___. 
Approved program for, method of determining 
Benefits of, to American industry 
Bipartisan ‘support of 
Commodities procured through, control of distribution on____ 903, 904, 905 
Competition of, to private industry 902 
Gertaieent oF, BO Wee Obese oS ere se eee 980, 08) 
v Deterrent to spread of Communism 21, 216, 249, 250, 297, es 
Effect of, on Defense Department budget 
Failure to win confidence of recipients of, discussion on 
{ Flexibility i in, need for (see also Commitments, long-term; President’s 
| Fund for Asian Economic Development; Special Fund for the Middle 
| East and Africa; President’s contingency fund) 9, 13, 14-20, 
23, 24, 27, 40, 44-47, 66, 67, 71-74, 83, 87, 331, 343, 917, 983 
Investment guaranty program, effect of on 680, 687, 694 
Legislative provision concerning Arab-Israeli dispute, proposal for--- 837 
v Long-range aspects of ‘ 
y Long-range policy on, statement in legislation on, question of 
84, 158, 264, 265, 266, 268, 269 
¥ Method of planning programs for 44, 45, 71, 72, 80, 81- 85, 890-891 
Middle East programs for, testimony on, by Arab-Asian Institute, $5 
847-85 
Opposition to: i 
Testimony by Elgin Groseclose 785 
Testimony by National Federation of Independent Business.--. 719 
Operations personnel of: 
Attitude of 268, 306, 461, 567, 853, 854 
Testimony on, by Hon. Ralph W. Gwinn, of New York..-..--- 946 
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Mutual security program—Continued 


Policy objectives of, concerning: Page. 
} 535, 536, 537, 538, 556, 562, 577 
Aswan Dam 174, 542, 543, 544, 564, 565 
‘Atoms for peace’”’ aid 20. 431 
Baghdad Pact 574 
Battle Act controls 618, 626 

590, 598, 599 

Dependent overseas territories_-_-.-.........--.------- eee ee 
39, 216, 219, 220, 224, 225, 245, 248, 249, 250, 334, 907 

42, 568, 585, 589 

Investment guaranty program 680 
Latin America 43, 290, 291, 293, 294, 295, 296, 297 
i hi oe eh nls ae tithes eee Seiad EUS _. 48, 292 
‘Loans by recipient nations to other nations 568 
NATO 33 546 
ait Siecetinsirsnnscincineenssinsicsintenh des SiMe iad, alt uni 536, 538, 546 
Neutral nations 541, 542, 585, 589, 5 599 
Military assistance 267, 269, 338 
Private investment 680 
Regional cooperation programs 52, 591, 592 
SEATO countries 546 
South Asia 539, 540, 556 
\ Soviet economic competition 40, 
66, 90, 178, 261, 541, 542, 544, 545, 556, 566 

Surplus agricultural commodities disposal 378, 407, 408, 410, 421 
United Nations aid programs 44, 468, 469, 470 
Policy objectives of, worldwide 7-11, 13, 21, 26, 27, 34, 35, 
40, 66, 126, 167, 177, 249, 334, 335, 557, 561, 906, 907, 979, 984 

Publicity program of, question of 906, 907, 909, 910 

Psychological effect on recipient nations 26, 145 

“Quid pro quo”’ from recipient countries__. 157, 158, 160-162, 166, 175, 178 

Quotation of the President on size of 984 

Reappraisal of previous programs 

Relationship of Export-Import Bank to 

Security cost, percent of, to total national security 

Security of United States, relation to 25, 

79, 80, 81, 94, 95, 134, 267, 269, 332, 333, 335, 336, 338, 339, 
340, 345, 979, 981, 982, 983-986, 995, 1002-1003. 
Separation of funds programs in legislation for, question of Py 
918, 
Success of, cause for continuation 


Mutual weapons development program: 


Mys 


Advanced weapons program, relation to 603, 615 
Amount requested, fiscal year 1957 , 601, 603 
Contributions of countries to, amount of 505, 607, 615 
Attitude of nations participating in, question of 616 
Coordination of efforts with other countries ____- tN 600, 601, 604, 605 
Cost of development work by individual countries, question of _ - _- , 607 
Country participation in, 1954-56, tabulation on 608 
Fire control system, standardization of, by 605 
Germany, participation of, in 600 
History of , 605 
Inventive capability of Western Powers 900, 604 
Japan, participation of, in 601 
Lead time of items developed under , 617 
Light fighter bomber, development of, under ! P , 617 
Maginot line type project, question of 615 
Maris, Maj. Gen. Ward, USA (retired), participation of, in 504, 613 
Nonnuclear aspects of 616 
Obligations, 1954-56, amount of 605, 608, 615 
Projects completed under 608, 616 
Psychological aspects of, question of 614, 615 
Purpose of 600, 601, 604, 605, 608, 609 
Research programs of, coordination of 605 
Scatter communications systems, development of 600, 601, 610, 616 
SHAPE Air Defense Technical Center, purpose of 601, 609, 610 
United Kingdom inventive contribution to 

tere aircraft, furnished under offshore procurement 
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Page 
Narahashi, Mr., Member of Japanese Diet, visitors at meeting, March 21, 
1956 


1007 


National ceien of Parents and Teachers, statement of Mrs. Albert EF. 
NP NN a Ein caer pias nssipigiiatiarekeicicanipec a as 818 
National Association of Social Workers, Metropolitan Washington Chap- 
ter, statement of 1036 
National Council of Churches of Christ, statement of Dr. Luther Gotwald, 
executive secretary, division of foreign missions 
National Economic ‘Council, New York, N. Y., statement by Merwin K. 
Hart, president of 
National Farmers’ Union, statement of James G. Patton, president___ 
National Federation of Independent Business, statement of George J. 
Burger, vice president of 
Nationalism, threat of communism to 
National Security Council, policy guidance from 
Nathan, Robert R., chairman, executive committee, Americans for 
Democratic Action, Washington, D. C., statement of 
Near East: 
Countries of, singled out for Soviet penetration 
Military assistance to: 
Deterrent to Soviet penetration 
Justification of 
Oil resources of, importance of 546, 547 
Overpopulation of, effect of aid programs on, discussion of__...___ 569, 570 
Policy objectives of United States in 536, 538, 546 
Regional programs for, development of 452, 591, 592 
Soviet bloc economic and military assistance offers to 555 
Soviet bloc objeccives in 40, 66, 333, 334, 536, 537, 541, 555, 594 
Soviet peace statement on, interpretation of 594 
saaaneane importance of 546, 547 
U.S. 8. R. intervention in, possible cause of 255 
Near ot Africa, and Asia, flexibility of program in, need for__ 40, 66, 67, 578 
Near East and Africa: 
Aid to: 
Amount requested, fiscal year 1957 548, 556 
‘Purpose of 546, 547-552, 555, 556 
‘\ United States position on, in relation to Soviet aid 542, 566 
Autonomy of new nations of, review of 540-541 
v Economic and political situation in 
« Flexibility in special fund for, need for 14, 
24, 25, 41, 45, 87, 536, 548, 552, 557, 579, 592 
Military assistance to, increase in fiscal year 1957 funds 548, 556 
Obligations for, amount of fiscal year 1956 oe 556 
Objectives and achievements of United States in 
‘Sino-Soviet bloc penetration in 
sSoviet bloc activities in 
4 Soviet goal in 
y Special fund for Middle East and Africa, justification for 10, 
14, 41, 42, 81, 87, 548, 506 
Special fund for, request for fiscal year 1957__.__...___-- _. 10, 87, 548, 556 
Technical assistance, request for fiscal year 1957 . 548 
United States consulates in, need for additional 562 
‘ United States policy in 
Nehru, Prime Minister Jawaharlal: 
Attitude of, to United States 586, 587, 596, 871- 
Conversation of, with Secretary of State Dulles, reference to..-_- d 
Neutral course of 252, 253, 760 
Nepal: 
Aid to: 
Purpose of 
Since 1952 
Development assistance, request for fiscal year 1957 
5-year plan of 
Private investment in, no restriction on 





INDEX 


Nepal—Continued _ bvents 
Rapti Valley project, description of 
Page Technical assistance, request for fiscal vear 1957 
Trade agreements of, with Communist powers 
92 Netherlands: 
1007 Military inductions, decrease in 
Offshore procurement. agreement with, no-profit clause provision in_- 
Private investment in, no restriction on 
Neutralism: 
In Ceylon 
In Egypt 541 
766 In Europe 128, 141, 153, 990 
‘ In India 252, 585, 871-873 
(47 New York Times: 
1010 Article on program in Afghanistan, reference to 
719 Nicaragua: Private investment in, no restriction on 
an Nigeria: 
26-27 . Soviet economic aid offer to (reported) 
80 U. N. technical assistance programs in 
Nobel Peace Prize: 
Office of U. N. High Commissioner for Refguees, 1954 recipient of._ 507, 509 
Nonmetropolitan African territories of France, U. N. technical assistance 
programs in 
Nonmilitary programe by area, chart.....4_....2.2 22-2. Lelie 65 
Norman, Dorothy, Citizens Committee for Expanded Foreign Aid, state- 
ment of 
North Atlantic Treaty Organization: 
Advanced weapons for: 
Amount requested, fiscal year 1957 10, 
36, 37, 38, 54, 96, 97, 103, 129, 138, 188 
Purpose of 96, 97, 115, 117, 118, 129, 137, 138, 333 
Relation to mutual weapons development program 603, 615 
Research and development facilities for 
Unallocated amount, fiscal year 1957 
Air defense by: 
National responsibility, question of ___-_-_-_- 1su2 122 
Need for improvement in. 22. oso 0 20 bose. 999,118, 131, 122 
Airfields of: 
Number of scrakularet, _ 120, 121 
Situation of peu, 2k et pete i 120 
Supported by countries of _ _ _- 120 
Amount requested for, including Spain . LLG Oe ia 
Ammunition for, under facilities assistance program___.._.._._._.._.__ 609, 
610, 614, 647, 649, 654, 782-783 


Ammunition purchases by: 
Kuropean countries of, 1951—55_____ __ _- aff pre iy 884 
European countries of, fiscal year 1956_______- aust 884 
Fiseal year 1956 and fiscal year 1957_-____ 884 

Ammunition rehabilitation program for_ , 783 

Atomic weapons, potential use of, by___________-_- = 121 

Basis of program for......£... 20. 5220L2.. pe De ... 37, 38, 55 

Commitments against unexpended balances. June 30, 1956, break- 


down of, tabulation on___-_- 207 


Conference in Paris of ministers of 127, 128, 131, 141 
Consensus of, regarding security ____- oUL wet 980 
Contributions to underdeveloped countries by countries of_.__ 23, 144, 145 
Decrease in participation by countries of 110-113 
— expenditures and United States military assistance, 1950-55, 

chart 58 


13 3 60 
Defense expenditures by countries of__....._.__._._. 37, 55, 59, 129, 132, 133 
Deterrent to Soviet aggression___..__.__._.. 115~—123, 126—132, 138, 333, 986 
Development of program for 1957__-_----- 37, 103, 108, 109, 112, 113, 114 
Economic aid by countries of, question of ___......_._._.------_ 144, 145 
Economie aspects of program, question of 989 
Facilities assistance program for (see also Facilities assistance pro- 
gram) 601-602, 781-783 
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North Atlantic Treaty Organization—Continued 
Force goals of, military aid based on 
Forward strategy concept, description of 
France, position of, regarding 
Guided missile program for 
Infrastructure (see also Infrastructure) 
Italy, position of, regarding 
International military headquarters: 
Administration of funds for 663, 664 
I I a ees 663 
Funds for, from military assistance authorization 666 
Unexpended funds as of June 30, 1956 666 
United States share, for fiscal year 1957 663, 667 
United States share of cost, 4-year period ending June 30, 


37, 96, 115-123, 125-130, 132, 138, 8 
Maintenance of equipment, under facilities assistance program 
Military defense program of United States, relation to 33. 
334, 335, 338, 340 
Military effectiveness of, growth of 116, 117, 119, 127, 128 
Military items for, lower cost abroad of 106, 129, 137 
Ministerial conferences of 127, 128, 131, 141 
Modernization of equipment for, under facilities-assistance program_ 782, 783 
Mutual weapons development. program (see also. Mutual.weapons 
development program) 
Naval fire-control components rehabilitation for 
Nonmilitary threat to communism b 
Offshore procurement by. (See Offshore procurement.) 
Participation in by countries of 129, 131, 133, 137, 343 
Per capita income of countries of 12 . 
Political events in Europe affecting 
Reserve for commitments of, amount of 
Stockpile for Germany, status of 
Troop replacement in, by France 
Unexpended balances, commitments against, June 30, 1956, tabula- 
ee kingdom, position of, regarding 
U.S. S. R. activity to counteract effectiveness of "15 
116, 117, 118, 121, 123, 126-129, 132, 133, 333, 339, 343 
Warning system for, need for adequate system of 117, 121, 122, 123 
Naval fire-control components: 
Overhaul of, under facilities assistance program 
Neutral countries, policy concerning 
Norway: 
Military inductions in, increase in 
Offshore procurement, reference to agreement with 
Private investment in, no restriction on 
Nuclear research center: 
Pateblishment of, in FHilipeiiel ses secsacos cudandisusbuscieeouse 
Nuclear reactor: 
Discovery by Cherenkov in connection with 
Nuclear reactor projects. (See Foreign research reactor projects program.) 


O 


782 


Obligations (see also Funds): 
Amount deobligated, as of March 31, 1956 
Amount reobligated, as of March 31, 1956 
v Criteria for 


Unexpended. (See Unexpended obligations.) 
Obligation of funds: 
Eaaereemmnn 2 bd 5s. oo 3 SS ee heres be ewes 


OEEC,. (See European Productive Agency.) 





Page 
1, 342 
103 
1004 
783 
8-667 
1004 


3, 664 
663 
666 
666 

3, 667 


663 
38, 981 
782 
333, 
38, 340 
27, 128 
29, 137 
1, 141 
32, 783 


13-617 
782 
132 
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ean freight: 
” Amount of, on food relief to Italy 


Amount requested, fiscal year 1957, for voluntary relief agency ship- 


Decrease in request for, reasons for 
Financing by countries other than United States 
Germany, payment of, by 
Increase in: 
Testimony on, by American Council of Voluntary A 
Foreign Service, Inc 
Testimony on, by Catholic Relief Service 


gencies for 
858-860 
861, 862 


Reimbursement by recipient countries to voluntary relief agencies__. 861 


Support of program on, by United States 
Offshore procurement (see also Facilities assistance program): 
Agricultural surpluses procured from, fiscal year 1955 


44 
376 


Agricultural surpluses procured from, as against barter, January-June 


Aircraft and spare parts, amount contracted for, 1952-55 
Aircraft furnished in England 

Aircraft furnished in France 

Aircraft furnished in Italy 

Ammunition: 


762 
636 
675 
675 
, 676 


Amount contracted for;*1052-55................_.....-.- eke, 
As azainst total military assistance ammunition requirement__ 651—657 
Contracts for, by NATO European countries, fiscal years 1956, 


Contract renewals for, terms of 

Contracts for, duration of, since 1952 

Li Ce FO I cia ol emia anvewannss 187, 

Production capacity in Europe 

Requirement, fiscal year 1957_._.._....___..-_------ 3 
Contracts, amount of: 

Fiscal years 1952-55 

Fiscal year 1956 

Placed in European countries 

Placed in Far Eastern countries 


884 
649 

648, 657, 678 
614, 636, 655, 678 
636 

__.. 638, 648, 649 


635 
648 
635 
635 


Competition with United States manufacturers, question of__....._ 107, 108 


Competitive bidding for contracts 
Cost of materiel contracted for 
Deliveries under: 
December 31, 1955 
In 1955 and 1956 
Financial ability of countries to contribute to, question of 


Korean war, effect upon ammunition deliveries from 
Lead time of ammunition under 187, 


637 


612, 
613, 649, 652, 657 
652, 653 

614, 636, 655, 678 


Lead time, comparison of, with lead time of United States procured 


materiel 
Machine tools for Japanese aircraft, question of 


678 
676, 677 


SE Ce nk vcradlnncsikeda ahennité inpihiapnttine 191 


Memorandum of understanding on, description of 


639 


REE TERT 637 


No-profit clause in agreements, provisions of 


644, 645 


No-profit clause in agreement with Belgium__..__....----- winsauatsihin 639 


No-profit clause in agreement with Denmark 

No-profit clause in agreement with France 

No-profit clause in agreement with Germany 

No-profit clause in agreement with Greece 

No-profit clause in agreement with Italy 

No-profit clause in agreement with Luxembourg 

No-profit clause in agreement with Netherlands 

No-profit clause in agreement with Norway, reference to_-_ 
No-profit clause in agreement with Spain 

No-profit clause in agreement with Turkey 

No-profit clause in agreement with Yugoslavia 

No-profit clause in international agreements on 
Procurement from European licensee of United States firm 


640 
640 
644 
640 
641 
641 
642 

a 
642 
642 
643 

159, 611, 639-645 
6 
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Offshore procurement—Continued Page 
Procurement from United States owned European plants 654 
Procurement of nonpatented articles owned by United States stock- 

holders 654 
Peettes cerived from. eontracte.. =< -.20. 2028272 2h ee po BL bees 159, 645 
Profits on from fluctuating exchange rates, question of 645 


Purpose of 656, 657 


Ships and ship components, amount contracted for, fiscal year 1952- 
55 


648, 649, 651, 657 
Okinawa, emigrants from, program for, in Bolivia 311, 312, 323, 324 
Operations Coordination Board, function of i 80 
Organization of American States: 
Amount requested for fiscal year 1957 : 289, 291 
Contributions to technical assistance programs__-_-----------_- ShS S14, 315 
Coordination of, with U. N. and ICA programs--____-.--._-___- 314, 315 
Functions and projects of 318, 319 
Percent of United States pledge to 
Overseas dependent territories (See also Africa): 
Economic programs for, by European powers- -------------- _.. 144, 145 


Pakistan: 
Aid to: 
Justification of 
v Purpose of 
Ratio of, to India 
Since 1952 
Five-year plan of 
Food and Agriculture Organization project in 
Information media guaranty program in 
Investment guaranty program in 
Karnafuli Dam, deseription of 
Population of, compared to India i 
PIOUUIOS-UPOResccrscrccrscccsss fel SP IVA SR Se poet 2 338, 337 
Private investment in, limitations on By 
Reactor project program for 
Rice for, furnished by Burma_ 
Soviet economic aid offer to 
Strength of, in defensive alliance. 
Technical assistance for, request for fiseal year 1957_ 
UNESCO project in 
U. N. technieal assistance project in 
United States position in relation to Afghanistan 
Panama, private investment in, no restriction on 
Pan American Union, function of 
Parker, Cola G., National Association of Manufacturers, letter from - 
Pathet Lao, -activities of against Laos__...__.________...-_----- 217, 221, 222 
Patton, James G., President, National Farmers Union, statement of - - - - 1010 
Personnel, United States operations, attitude of 268, 306, 461, 567, 853, 854 
Peru: 
Private investment in, limitations on 329 
Technical assistance, limited participation by, in programs of 309 
Philippines, Republic of: 
Aid to, justification of 
Asian Nuclear Center: 
Classification of material furnished 
Financial requirement of ‘ 
Funds for, from President’s Asian economic development fund_ 43, 
Site for, unselected 
Survey for, by Brookhaven National Laboratory 43, 430, 451, i 
Training program for 448-450, 46: 
Defense support, amount requested, fiscal year 1957 2. 
Example of United States policy in Asia 
Military assistance, purpose of 
Private investment in, deterrents to 
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Philippines, Republic of—Continued Page 
Situation in, improved - - - 226, 235 
Surplus agricultural commodities, t use of funds derived from 228 
Technical assistance, amount requested, fiseal year 1957 227 

Phillips, Christopher H., Deputy Assistant Secretary of State for Inter- 

national Organization ’Affairs, statement of es 507 

Pittsburgh: 

Invitation to President Soekarno of Indonesia, to visit 

Point 4% program, proposed by Krupp 

oland: 

Coal furnished Yugoslavia by, question of _ - 1 ‘ ; 143, 144 

Portugal: 

Military inductions in, increase in : 143 
Private investment in, limitations on__-- -- pre aT 327 

Post War Council, letter from___- shard athe s 1029 

President’s Contingency Fund: 

Obligated, March 30, 1956___- = 7 455 
Request for increase in allotment to a any one ns ation_- 47 
Transferability provisions of _ - _- 14, 24, 25, 45, 46, 47, 72, 73, 81, 87 
Transferability provisions of, ‘effect on balance of long- term commit- 

ments weet ati yicaad ics e 166 

President’s Fund for Asian Economic Development: 

Amount requested for appropriation, fiscal year 1957__ 10, rm 55, $1, 87, 452 
Changed programs of, advice to Committee on_- is mshtta 459, 460 
Afghanistan, airline program for os 154 
Afghanistan, reservation for bilateral progra am under ___ 454 
Asian Nuclear Center included in_ - j . Sh _ 43, 430, 451 
Bilateral treatment of ae . 247, 248, 153, 454, 455 
Ceylon, reservation for bil: ateral program under : 154 
Countries participating in programs under . He oe ; 456 
Expenditures under, control over, question of _ _- ; _ 456, 457 
Indonesia, reservation for bilateral program under ; , 454 
Laos, telecommunications program for- : er 462 
Loans under, amount of, fiscal year 1956 : 452 
Minority report, MSA 1955, quotations from, regarding ae 458 
Obligated, estimated, June 30, 1956__ er. 453 
Obligated, March 30, 1956_- : 453 
Programed projects, amount of, fiscal year 1956 set . 452, 453 
Provisions of_.- ee hada sees ‘ a 151 
Regional cooperation under___- _....... 452, 454, 457, 458, 460 
tegional programs, amount for, fise al year 1956- _- 453, 455 
Thailand, telecommunications program for 460, 462 
Use of, bilateral and regional__ é _..1. 247, 248, 452, 454, 457, 458 
Vietnam, telecommunications progr: um for... 460, 462 
Press of the United States, false picture presented by, of United States 343, 591 
Prisoners of Communist China, Geneva meetings on, misunderstanding in 
Far East on 5 ....-- 220, 250, 251 
Prisoners of Iron Curtain ‘countries, Soviet attitude on, re ference to___--- 594 
Private investment (see also country headings and investment guaranty 
program): 
Amount and need of, in Latin Amierca_ _ ___- ; . 290, 294, 298 
Amount of: 
By Great Britain, in India___- ’ ‘ in ie 871 
In iis 5 , 871 
Competition of, with mutual security program yajns begin 902, 903, 904 
Deterrents to and limitations on__ 5 327, 328, 329, 902, 903 
Encouragement of______ _- es . 48, 180, 680, 902, 903 
India: 
Encouragement by - - -_---------- 553, 874 
Limitations on sch ghisecé 327, 328, 870-872, 874, 875 

Propaganda, Communist: 

Middle East, Africa, and Asia________-. indi 40, 268 
Refutation of, by United States, in Far East ..... 259, 270, 271 

Pushtunistan: 

Dispute between Afghanistan and India on. widret i 539, 543 
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Radford, Adm. Arthur W., Chairman, Joint Chiefs of Staff: 
Quotation from 1955 testimony on military aid and Defense —w- 
Statement of_- 
Refugees, European, from Hong Kong, 
Walter, of Pennsylvania 

Refugee relief program, security aspects of, testimony by Hon. Michael A. 
Feighan of Ohio_ 

Regional programs: 

Development of - - - - -- cf ---- 452, 591, 592. 799 
Latin America, question of - i tT fm 99’ 790 
Near East and Africa___------ eR iu 452, 591. 509 

Reisner, John H., ee Agricultural Missions, Inc., New York. See 

wo. oo statement of . Rewsw : a Srey ; 734 

Reservation of funds: ; e 

Definition of_-- - ves eesecd ett boys 209. 210 
Reuther, Walter, President, UAW, vimt to India of... 2-22... - Ban’ 88] 
Rhodesia: og 

Second line of defense in Africa, question of - es 

United States relations with 

Rhodesia and Nyasaland, Federation of: U. N. technical assistance pro- 
grams in-__-_- 

Roberts, Richard H., De »puty Assistant Administrator for Market Devel- 
opment and Programs, Foreign Agricultural Service, Department of 
Agriculture, statement of - - - - 405 

Robertson, Hon. Walter 8., Assistant Secrets iry of State for Far Eastern 
Affairs: 

Statement of 

Travel to Far East, reference to__- 

Roosevelt Hospital, Guatemala, i ee E 

Russell, Dr. William F., Deputy Director for Technical Serv rices, Inter- 
national Cooperation Administration, death of, reference to_ 


Ss 


Sarawak: World Health Organization project in 480) 
Saudi Arabia, Soviet offer of economic and military @id t0 54268 54% 555 
Scatter communications systems-_-.- - - - 600, 601, 610, 616, 664 
Seager, Hon. Cedric H., Regional Direct« or, Office of Near East, South 
Asia, and Africa Ope rations, International Cooperation Administration, 
pene OF. a. d0 6c ads os nc edeeeeneieee ees ; 168 
Senate Subcommittee on Internal Security, hearings on trade with Com- 
munist bloc, reference to 179 
SHAPE air defense technical center, purpose of, in mutual weapons devel- 
opment program - wid 601, 609, 610 
Shaw, Markley, C ompt roller, Office of International Security Affairs, 
Depart ment of Defense, statement of_---~---~--~- wiAeerets _. 78, 209, 657 
Sierra Leone, U. N. technical assistance programs ies 235..4 498 
Singapore, Communist tacties in- - ---- 217, 222 
Sino-Soviet bloc (see also U. S. S. R.; China, C ommunist; and Sov iet bloc): 
Credits extended by, to free world a 2). 710 
Economic and technical assistance to the free world____-__- 716-717 
Grant aid extended by, to free world_-__---- : 716 
Penetration of, in Near East, Africa, and South Asia__ 55, 716-718 
Technical assistance extended by, to free world 716 
Trade of, to total trade of selected underdeveloped countries, 1956, 
tabulation on PaGh cot (kcaveteeawskkbeanaewse 718 
Trade with free world__-_--- . 716-717 
Trade with underdeveloped countries, percentage in ‘total trade, tabu- 
lation on sich ; Pees leben 
Somaliland (British), U. N. technical assistance programs in_ --- 
Somaliland (Italian): 
Consular post to be established at Mogadiscio. : sue odin 563 
U.N. technical assistance programs in. - ------ 499 
Soekarno, President, of Indonesia, invitation to visit Pittsburgh on United 
States visit - : ‘ hea ...- 255, 256 


718 
499 





Speci 
Speci 
Speci 


/ 


480) 
555 
), 664 


168 
179 
9, 610 


9, 657 
498 
7, 222 
716 
16-717 
716 
16-718 
716 


718 
16-717 


718 
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South Asia (see also country headings): Page 
Sino-Soviet bloc penetration in 55, 716-718 
Soviet bloc tactics in 40, 538, 539, 556 

Southeast Asia Treaty Organization (SEATO): 

Aid to countries ‘of, justification. __ 238, 239 
International military headquarters for, question of 665 
Members and functions of 3, 239 
Policy of United States toward 238, 334, 546 
Thailand’s influence upon 

United States position presented to, on Communist China 

Southern Rhodesia: Visit of Prime Mir — of, reference to 

Soviet bloc (see also Sino Soviet bloc, U. 8. S. R. and China, Communist) : 
Activities of, in Near East and Africa 39, 40, 536, 537, 555 
Balance of trade position , 629 
Barter offers to Far East countries__________- 243 
Contributions by and utilization of U. 

grains, tabulation on_--_----- 
Credits ae by to nonbloc countries, ‘tabulation on_- 
Economic and military aid offer by, to: 
Sudan 
Near East and African countries__-_---- 
Economy of, growth of 
Industrial potential of-_- ~~ - 
Military aid offers by, rejected by India _- es pe en 555 
Objectives of, in Near East - __ 536, 537, 541 
Participation in U. N. expanded program . of technical assistance__-- 483, 
484, 485 
Sales to United States and Western Europe, dollar and currency 
aspects of 631, 632 
Soviet satellites, contributions of, to U. N. tee hnical assistance program... 483, 


484, 485 
Spain: 
Aid to, purpose of - - - - - ... 38, 59, 130, 134, 137 
Defense support, amount requested, fiscal year 1957 63, 64, 135 
Economy of, improvement in Pata 139 
Military in :ductions in, increase in- 143 
Offshore procurement ‘agreement with, no- -profit clause, provision in-_- 642 
Private investment in, limitations on_ ; 
Surplus agricultural commodities for, 1 use of funds derived from 
Unobligated balances for, January 31, 1956__ 
Spare parts. (See Military assistance.) 
Special fund. (See President’s contingency fund.) 
Special fund for Middle East and Africa: 
‘ Amount of, purpose of : 548, 556 
, Flexibility in 14, 24, 25, 41, 579, 592 
Israel, participation of in, question of 
Special dollar receipts, military, fiscal year 1955, table on 
Special dollar receipts of foreign countries from MS: A, tabulation on__ 
Special United Nations Fund for Economie Development: 
Testiinony on, by— 
Cooperative League _ - 770, , 775 
Hon. Don Hayworth, of Michigan 966 
Hon. Frank Thompson, Jr., of New Jersey _- i. 963 
Women’s International League for Peace and Freedom 819 
Friends Committee on National Legislation _ ; 2 
Standard Vacuum Oil Co., operations of, in India_ -_ ___- 871, 873 
State, Depart:rent. of: 
Appropriations for, for additional consular posts______- .----- 562, 563 
Appropriations for, relation to foreign policy 575-577 
Consulates of in Near East and Africa, addition: il need for 562 
Foreign policy statements by, extracts from____ : 730 
ilitary assistance advisory groups, mr support of by__-- 670, 674, 675 
Policy guidance from, for ICA- ; . 34, 52, 80 


\ 


Travel funds for overseas staffs, increase in __:. 575, 576 


stevenson, Gov. Adlai E. , message- from, on technical assistance to Forward 
Look C ‘onfe rence. “a 778 


4 89 
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Study mission to Near East, South Asia, and Pacific: 
Quotation from report of, regarding India-Burma loan 881 
Quotation from report of, regarding Geneva Conference 1001, 1002 

Subcommittee on Foreign Economic Policy, quotations from, on investment 

guaranty program 680 

Sudan: : 
Negotiations with Egypt on Aswan Dam ee 19 
Soviet bloc offer of economic and military aid to ets 555 
Soviet threat to \ Re 
U. N. technical assistance programs in , fe 198 
United States Ambassador appointed to 54] 

Sukarno, Dr., President of Indonesia: 

Invitation to, to visit Pittsburgh - -_ _- Te 
Visit of, to United States_. - 255, 
Swanstrom, Msgr. Edward, vice chairman and executive director, Catholic 
Relief Service, statement of__-__...._..-.---- dice 28 oe 86] 
Surplus agricultural commodities: 
Amendment proposed by American Farm Bureau Federation_____ 756, 760 
Amount moved since World War IT 398, 399. 400 
Amount moved in 1955_ pce etait SS eo 
Amount moved, under MSA, 1955 404. 106. 407 
Amount of, for voluntary relief agencies, fiscal year 1957 _- .. 422, 423 
Amount of, held by Commodity Credit Corporation ah ts 976 
In 1957 program_ --- 8, 74, 418 
Authorizations for, under MSA, Fiscal years 1954, 1955, 1956_. 305 
Barter and trade in, proposed bill for F 44 
Barter of, for offshore procurement items, tabulation on___. 
Barter sales of______- _ . 377, 406. 107. 4 
By United States, ‘fiscal years 1948 , tabulation on_ 
Barter exports of, tabulation on be wink abi fe 
Bolivia, use of, by. z 7 Seatu ie) 311, 3: 
Commoc¢ ities and foreign « currencies, relation between title I, Public 
Law 480 and MSA____-_- _. 387, 396, ; 
Commocity Credit Corporation export sales ee hee, .. 377, 401, 
Composition of programs, by country, under Public ‘Law 480, tabula- 
tion on : 
Countries receiving, number of____ 372, 387, 394, 395, 397, 416, 
Decline in ICA sales of, 1956, tabulation on 
Disposal of in Burma and Japan, news quotation on_ __- 
Disposal programs, obligations as of March 31, 1956, chart on____ 
Distribution of donations to foreign outlets, tabulation on_ __- 
Donatiors to voluntary relief agencies, under Public Law 480, fiscal 
eS 
Europe, declining amounts for, fiscal year 1954-56 
Expanded legislation on, in 1954 
Export markets, effect of program on 
Far East, use of, in 
Foreign disposal programs of ¥ 
Foreign market price levels, nondisruption of from sales Wien. 
Grants and sales of, fiscal year 1945-55, tabulation on- 
Grants of: 
For emergency relief 
Fiscal years 1945-55, tabulation on 
Greece, use of, by, under Public Law 480__________-_-.- 
Guatemala, use of, by 
ICA, by commodities, fiscal years 1954-56, chart on 
ICA sales of, fiscal years 1954-57, chart on 
India, repayment of by, question of 
Inventory and loans of, status of 
Italy, recipient of, during food shertage 
Legislative history on disposal of 
Loans of, tabulation on 
Loan repayments for, use of, by United States 
Loan services by Export-Import Bank for 
Loan terms for 
Local currency derived from, areas affected by 


Page 


256 
256 
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Surplus agricultural commodities—Continued Page 
Local currency derived from, disposition of, under Public Law 480__ 413, 414 
Planned uses of, fiscal year 1955 and fiscal year 1956, under Public 
Law 480, tabulation on 
Use of, for long term projects. -_.-.-..-..--.------- 86, 415, 416, 417 


Greece, under Public Law 480 
Guatemala 


Philippines 
Spain 
Local currency sales, 1953-54, tabulation on 
Method of planning programs for use of 
MSA section 402 programs in countries having no Public Law 480, 
title I programs, tabulation on 
Ocean freight programs for relief shipments of___- 391, 392, 412, 413, 414 
Ocean freight programs for voluntary agencies 392, 393 
Offshore procurement funds used for, as against barter, January—June, 
1956 762 
Offshore procurement funds used for, fiseal year 1955______- 
Operations on, under section 550, MSA of 1951____--_- reo 
Policy decisions on disposition of, question of - - __. 407-410 
Policy of the United States concerning 348, 407, 408, 410, 421 
Prozram for 1956, difficulty in achieving goal of, under MSA_____ 74, 375, 376 
Public Law 480 (Agricultural Trade Development and Assistance 
Act), provisions of 48, 372, 376-379, 386, 387 
Public Law 480 and section 402, MSA programs, fiseal year 1955 and 
fiscal year 1956, tabulations on_- -- - 390 
Public Law 480 programs in countries having no MSA 
programs, tabulation on- - - - 389 
Price levels of, changes in, explanation of___- tat Sit DAES 402, 405 
Quantities of under agreements signed, by country, under Public Law 
480, tabulation on bala cal oa eae . 38 
Relationship between title I, Public Law 480, and section 402, Public 
Law 665 373, 374, 387, 396, 397, 418 
Relief shipments of: 
By country and commodit ...-- 394, 395 
1GGGss na deatawencbnws piel os, Pee Mie 
Et _. 406, 411, 781 
To Italy iene Reet Sree a eee Cee 
Rice shipments to Indonesia from, question of___.....-------.-. 408, 410 
Sales .of, by Commodity Credit Corporation: 
Other than foreign aid Bieta or 401 
Relation to MSA appropriations - - - - - - - es ote an 
Sales of, comparison of, by area, tabulation on_ ad Se gat Se 375 
Spain, use of, by of, aS EAMAINES 134 
Statement on, by Hon. John B. Hollister -- pul onaeehukceeenee ae wie 
Status of, 1956 BH Se __... 48, 74, 371, 400, 403 
Sugar, temporary financing of, in fiscal year 1956_--- cot ny 
Tentative program and obligations by commodity, under section 402, 
chart on__- : 922 
Testimony on, by American Farm Bureau Federation-__-- - 
l'riangular sales of, development of 
Voluntary relief agencies program, fiscal year 1957 
Wheat shipments to Egypt from 
Yugoslavia, authorizations for, under MSA and Public Law 480_______ 418, 
' 419, 420-422 
Survey Mission to the Far East, South Asia and the Middle East, quota- 
_ ton from, on longer term commitments 181 
Switzerland, reactor project program for 433, 435, 443, 444, 447 
Syria, Soviet bloc economic and military aid to 


Taiwan, (See China, Republic of.) 
anganyika, United Nations technical assistance program in 
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Technical assistance (see also Funds, and country or area headings) : 
Afghanistan, amount requested, fiscal year 1957 
Cambodia, Laos, and Vietnam, amount requested, fiscal year 1957___ 
Ceylon, amount requested, fiscal year 1957 
China, amount requested, fiscal year 1957 
Coordination of programs, with United Nations technical assistance 


ST in, ars end anita nein Ameena 471, 488, 489, 490, 
Chart on. or 


- 580 
sd Definition a a il a a ei ee Le Pe Ag 35, 167 


Dependent overseas territories of Africa 579 
Effect on agricultural programs of recipient countries_..._________ _ 88, 89 
Ethiopia, amount for 1956 
Europe, amount requested for fiscal year 1957 
Far East, amount requested, fiscal year 1957 
France, request for 
India, amount requested, fiscal year 1957 553 
Indian TOOTS C8. nono  Cediiqee Habe Bee de) coke eee ond OE: 876 
Indonesia, amount requested, fiscal year 1957 998 
Italy, request for 59 
Japan, amount requested, fiscal year 1957 28, 229 
Joint control areas, amount for 135 
Korea, amount requested, fiscal year 1957 226 
Latin America: 
Request for fiscal year 1957 289, 295, 297 
Unexpended, fiscal year 1956. .._.....--.....---.---.- 302, 303, 306 
Letter on, from Gov. Averell Harriman to the Forward Look Confer- 


Letter on, from Paul G. Hoffman to Wallace J. Campbell__._._____- 
Liberia, amount for 1956 
Libya, amount for 1956 
Long-term aspects of 181, 308, 30 
Long-term aspects of, testimony on, by Agricultural Missions, Inc... 7 
Message on, from— 

Gov. Adlai E. Stevenson, to the Forward Look Conference 

Hon. Harry S. Truman, former President, to the Forward Look 

Conference 

Senator Estes Kefauver, to Forward Look Conference 
Near East and Africa, fiscal year 1957____----------.-- 
Nepal, amount requested, fiscal year 1957- _ --- 2 
Pakistan, amount requested, fiscal year 1957__-_------- 
Philippines, amounted requested, fiscal year 1957__---__- 
Reduction in, in Asia and Africa, discussion on__-- -- - - -- 

v Relation of development assistance to 
‘v Sino-Soviet bloc offers to free world_-_-------- sis 
Testimony on, by the Cooperative League _.. 769, 771, 778, 774 
Testimony on, by National Council of ese of Christ........-- 766 
Thailand, amount requested, fiscal year 1957 228 
Training of nuclear scientists under__-- - - - - -- - 433, 448-4 450 
Training programs for 924 
Training programs for, testimony on, by G. Gordon Ellis ; 967 
U. N. contributions to, for Latin America_______---- -- 3l4 
Unobligated balance for, January 31, 1956 - 9% 
United States personnel ‘employed in 262 
U. 8. 8. R. position on United States bilateral assistance - - - - - - aint 
Thailand: 
Bae 0, DI Bs oink pence Jule WO es ete on dn tule otlae ht ie aed auc 
Communist tactics against 217, 220, 
Counterpart, amount and use of, fiscal year 1957 22 
Defense support, amount requested, fiscal year 1957 
Food and Agricultural Organization project in 
Greater Thai State, threat of, to 
Influence in SEATO 
Private investment in, limitations on 
Technical cooperation, amount requested, fiscal year 1957 
Telecommunications program for 
Thomas, Norman, of Post War World Council, letter from 


998 





95, 297 
03, 306 


579 
08, 309 
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Page 
Thompson, Hon. Frank, Jr., a Representative in Congress from State of 
New Jersey, statement of é 963 
“Trade, not aid”, preference for 145, 290, 294 
Training and technicians, statement on, by Hon. John B. Hollister 
Training program: 
Asian Nuclear Center 451. 463 
Foreign reactor research 448 
Military assistance =e 188 
Technical assistance. (See Technical assistance; Organization of 
American States; U. N. program of expanded technical assistance.) 
Technical assistance, testimony on, by G. Gordon Ellis 
Tripartite Declaration of 1950: 
Restatement of congressional policy on, question of osebas Wee, On 
United States action under terms of, discussion on 563, 564, 572, 577 
Truman, Hon. Harry S., former President, message from, on technical 
assistance to the Forward Look Conference 
Tunisia: 
Soviet economic aid offer to (reported) 
U. N. technical assistance program in___.....__..______-. mt 499, 500 
United States policy toward 595 
Turkey: 
Aid to, justification of 
Defense support for. (See Greece, Turkey, and Iran.) 
Economie situation in 
Hilton Hovel operation in 
Inflation in 
Informational media guaranty program in 
Investment guaranty contract of Bank of America in 
JAN MAT mission to, number of personne] in_-________._-_____-__- 
Loan to, reasons for denial of 550, 551 
Military assistance to, justification of 4 547, 557 
Offshore procurement agreement with, no-profit clause provision in_- 642 
Per capita income, rise in 551 
Private investment in, climate for 329 
Sino-Soviet bloc, increase in trade with 
Strength of, deterrent to Soviet aggression 
Soviet offer of economic aid to 
Tobacco trade of with Germany 
Turrialba, Costa Rica, Inter-American Institute of Agricultural Sciences, 
functions of /, 317, 


Unexpended balances (see also Funds): 
Unexpended appropriations, January 31, 1956, chart on___ ; 892 
Unexpended balances: 
Amount of, on June 30, 1956__________________ ssi te si tas pt 
By country, June 30, 1956, chart on ie hae 891 
By region, June 30, 1956, chart on s . aad 888 
January 31, 1956 893 
Decrease in, for military assistance _ - sana se 6 if 99 
Development assistance, Latin America _.. 306, 307 
Flexibility in use of Pee es © 14 
Military assistance: 
Army, June 30, 1956_____. a % 98, 187 
By items: 
June 30, 1957 
June 30, 1958 
June 30, 1954 
June 30, 1955 
June 30, 1956 98, 184, 185, 204, 206 
_ June 30, 1956, tabulation on__________-. 206, 207 
Military assistance, Navy, June 30, 1956 187 
Nonmilitary, January 31, 1956, breakdown of, tabulation on 911 
Technical assistance, Latin America 
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Unexpended obligations: Page 
June 30, 1956, explanation of _ - - - ey 885-901 
1950-57, chart on 885 

a Nonproject commodities and services, January 31, 1956, chart on___ 99 

ganda: 
Consular post to be established at Kampala_------..----.-.- bar. 563 
U. N. technical assistance program in 500 
eS 2 Soviet Socialist Republics (see also Soviet bloe and Sino-Soviet 
loc 
Aid by: 
© India compared with Western Powers. Se er ee 879 
To India’s second 5-year plan_-_-- _- Je i ent 878 
Aid programs of, difficulty in implementation OE NG cuticles i: 567 
Aircraft of, comparable to B-52 “oe 270) 
Association with India, compared to western association._________ 872 
Attitude of, on United States bilateral technical assistance_-____ 170 
Baghdad Pact, attitude on_.........-.----- pitted ... 33, 334, 599 
Barter programs of -__--_- lal a We lane ‘ 13, 242, 261 
Burma. 217, 222, 243, 26) 
Bulganin and Khrushche Vv, result of visit in Great Britain 1004 
Coal expansion assistance by, to India ide ane ka 870 
Ceylon, trade agreements of, revived with____-_-_-_- 8 555 
Diplomatic personnel in Y ugoslavia, number of_-_-_- ae 
Economic aid, competition of United States with._._____ 40, 66, 90, 178 
261, 541, 542, 544, 545, 561, 566 
Economic aid offers by, rejected by— 
Ethiopia 555 
Pakistan _ b 555 
Economic aid offers by, to-— 
African dependent overseas territories_..........------------. 555 
. 000 
559 
555 
Gold Coast (reported) --- - - 555 
“RR ee , 559, 560, 561, 870 
India, cause of, question on 879 
000 
Morocco (reported) ve OSs 
Nigeria (reported) ; 555 
Tunisia (reported) - - 555 
Turkey 59 
Economic aid offers by, unfulfilled , 74, 175 
Economic and military aid offers by, to— 
Near East and African countries_______- - ; 555 
Saudi Arabia__- 599 
oa dvd 
587 
v Goals of ...... 8, 9, 39, 40, 94, 132, 301, 332, 536, 985 
v Goals of, tactical changes to achieve 990, 991, "992, 998, 999 
Indian attitude toward visit of Khrushchev and Bulganin 596 
Industrial capacity, increase in 628, 629, 630 
Liberalism in, growth of_______-___- __.... 985, 999, 1000 
Loans by, ability of United States to meet same terms of __ _- arr ine 7 
4, 175, 17 
» Loans by, for economic development 8, 
, 550 
Loan by, to Afghanistan, terms of - _ _- 
Loans by, to Yugoslavia, table on 
Middle East intervention in, possible cause of 
Military capabilities of, growth of 
34, 97, 116, 118, 119, 121, 123, 126-130, 131, 132, 138, 332, 339, = 
982 
, 547 


142 


Military forces of, reduction i ia gelieiee 08 sv isacca5cckes..s-2-- 

‘‘Mutual security program”’ of 

Near East, penetration in, deterred by military assistance oz! 

Nepal, trade agreements of, revived with ow 

“New Look” economic and political policy of 8, 
9, 11, 12, 13, 20, 21, 34, 39, 40, 48, 66, 90, 94, 118, 122, 126- . 
130-132, 135, 332, 536, 555, 556, 869, 980, ’982, 983, 985, 991 
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Union of Soviet Socialist Republics—Continued 
Nuclear reactor offered Egypt by 
Participation in U. N. Children’s Fund 
Participation in U. N. expanded program of technical assistance 469, 


470, 483, 484, 485 
Peace offensive of, in Europe 1005 
Propaganda efforts of 26, 39, 40, 115, 117, 122, 260, 342, 343, 344, 468 
Concerning escapees 526-528 
Prisoners in Iron Curtain countries, attitude on liberation of, reference 


Satellite countries of, relation to 
Scientists and engineers, growth in 
Statement on peace in Near East: 
Arab. reneslom £036). = 64> - ee ech ~egliviGiinediies edeelGea~ a 
“Blackmail” aspect of 
Interpretation of. ......-...--.-- WO6G3G danebweeuny ease abe 
Israeli attitude on 584 
Steel sale by, to India, terms of 559, 560, 561, 869, 870 
Tactics of: 
Sa 66, 538, 555, 716-718 
In: Bak BiGtiss ndwis xcarenmewes 40, 43, 216, 223, 225, 242, 267, 278 
In Near East 40, 66, 333, 334, 536, 537, 541, 555, 594 
in. ReVUGTOh OROGO 5 oc 5s. sedsanie> ocene dieWeeum 536, 541, 595, 869 


In South Asia 40, 538, 539, 556 
In Yugoslavia 130 


To counteract NATO effeetiveness_._.___.._.._-_____-- 2. - 115, 
116, 117, 118, 121, 123, 126-129, 132, 133, 333, 339, 343 
Towards SO IO sino wld iden se Kinns cddeoeekes cx 
555 Tariffs set by, use of 
555 Threat to Sudan 
559 Technical personnel furnished India, for oil exploration 
555 Trade with India, amount of 
555 Trading operations of, method of 
1. 870 Weaknesses of, militarily 116, 117, 123 
879 Yugoslav position in relation to policies of 542 
555 United Kingdom (see also England): 
555 Attitude of, regarding NATO 
555 Attitude of, toward U.S. 5S. R 
555 Bulganin and Khrushchev visit to, result of 
555 Bomber command Of, USC O85 oh oo seco wakasieesceee ~séjieeeee cael 
74, 175 Gold reserve position 142 
Military assistance as economic assistance, question of... 146-148, 151, 152 
555 Mflifary'inductions id. number of. ._.... . ~ — - 6 - dsnwssecubeuns apd 1 
555 Participation in European coal and steel community, question of___139, 140 
555 Planes furnished not for NATO use, question of__._------- tsb etl 147 
587 _ Private investment in, no restriction on_-_-----.----- es 
36, 985 United Nations: 
98, 999 Aid programs through, question of 
596 & Arab-Israeli dispute settlement through 
29, 630 Preference for aid from, compared to bilateral aid 
19, 1000 _ United States contribution to, amount, fiscal year 1957 
163 United Nations Children’s Fund: 
75, 178 Activities of, with other U. N. specialized agencies_.-.__ 513, 514, 517-519 
8, Africa, activities of fund in - 515 
178, 559 Allocations by geographic area, 1947-55, tabulation on 
539 Allocation by type of assistance, 1947-55, tabulation on 
142 Beneficiaries in 1955, tabulation on 
255 Beneficiaries of, number of 
12, Contributions by other member nations in 513, 516, 517 
339, 984 Justification of request for , 512, 522 
985 Malaria eradication program. of 514, 517, 518 
982 Request for fiscal year 1957 467, 542, 515 
546, 547 Testimony on: 
559 By Citizens Committee for UNICEF 
By General Federation of Women’s Clubs 829 
By National Congress of Parents and Teachers.__-_._...-.-- _. 818 
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United Nations Children’s Fund—Continued 
United States contributions and contributions of other governments, Page 
by year of receipt, tabulation on 516 
United States contributions to, reduction in__.-_._..-.-________ ! 513 
United States contributions to, since 1946 3, 516, 517 
8. S. R, participation in 
United Nations Command, Korea: 
Collective security aspect, importance of .. 
Components of 983 
Deterrent to resumption of hostilities 285, 286 
United Nations Economic Coordinator in Korea: 
Coordination of aid activities of._._.___- J Tid OC SP By 355, 357 
Morale problems encountered by--------------- Ss lth i Eee 358, 359 
United gt tates personnel assigned to 356, 259 
United Nations Réasctionsl, Scientific, and Cultural Organization 
(UNESCO): 
Arab States, educational projects of, in-_.._------ U fiidbe Sak Wh ey ; 478 
India, scientific documentation center project in :. 479 
Pakistan, geophysical observatory project in Le 479 
United Nations expanded program of technical assistance: 
Africa, Belgian territories of, health projects in__---------- ¥ 193 
Ceylon, salt output and housing project in 477 
Coordination of, with ICA bilateral programs, chart on__________- 489 
Countries receiving aid from, tabulation on 
Africa: 
Examples of projects in 493-500 
Nonmetropolitan territories of France, administration fellow- 
See gO cect eet AA tt uta cee ecg cen shes 494 
Project costs by region and country, tabulation on 492 
Training programs in . 493-500 
Algeria, eye disease control project in_____--- peng canted very. - : 493 
Bechuanaland, disease control project in 493 
British East Africa, locust control project in 493 
Contributions for, estimated, fiscal year 1957 487 
Coordination of, with ICA bilateral programs_ -___- 471, 488, 489, 490, 505 
Ethiopia: 
Amount and purpose of, 1956----_---------------------- b 580 
Various projects in 493, 494 
Experts, nationality distribution of, January 1, 1956, tabulation on- 476 
Cameroons, malaria control project in 493 
Gambia, agricultural and nursing projects in t peo 495 
Gold Coast, various projects for ..- 4% 
Iraq, communication and navigation project in . 498 
Justification for support of 468, 469, 470 
Kenya, malaria control project in - 495 
Latin America, contributions to, in 1955 and 1956 ue tas 
Liberia, amount and purpose of, 1956_____.__--.-_------------ ; 580 
Liberia, various projects in od); 495 
Libya: - 
Amount and purpose of, 1956 579 
Various programs in <=, we 
Morocco (French), health projects in ; 497 
Nigeria, health and veterinarian projects in 497 
Opposition to, testimony by American Farm Bureau Federation. -_- ate 
758, 10 
Pakistan, water project in 471 
Personnel, number of, engaged in work of 470 
Pledges of funds for, fiscal year 1957 
Policy of United States concerning 44, 468, 8, 469, 470 
Preference for aid from, contrasted with bilateral aid__-_---------- 468 
Program planning for, budgetary aspects of 
Project costs by region and country, tabulation on 
Publicity on United States contributions to 
Reduction in United States contributions to 
Request for fiscal year 1957 
Resolution proposed by American Farm Bureau Federation_. 757, 758, ie 
Rhodesia and Nyasaland, Federation of, cattle disease control project. 49 
Salaries of experts, kind of currency paid in 483, 





INDEX 1091 


United Nations expanded program of technical assistance—Continued Page 
Sierra Leone, educational and health projects in 498 
Soviet bloc contributions, utilization of, tabulation on 485 
Soviet satellite participation in, amount of 485 
Sudan, various projects in 4 
Somaliland (British), agricultural projects in 499 
Somaliland (Italian) educational and health projects in 
Tanganyika, various projects in 
Technicians for, recruiting problems on 
Tunisia, various programs in 
Uganda, health and fishery projects in 
Unpaid pledges, 1954 
United. States increased participation in, question of___.____.______ 906-908 
United States share in, amount and percent of 471, 486 
U.S. 8. R. participation in 469, 470, 475, 483-485 
Yugoslavia, industrial development project in__-_-_-____ 

United Nations General Assembly: 
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